
 
 

 
 

MEMORANDUM 
 
TO:  VSC Audit Committee 
  Lynn Dickinson, Vice Chair 
  J. Churchill Hindes  

Karen Luneau 
  Linda Milne, Chair 

Martha O’Connor 
Mike Pieciak 

    
FROM: Steve Wisloski, Vice Chancellor, Finance and Administration 
  Sheilah M. Evans, System Controller/Senior Director of Financial Operations 

William Reedy, Vice President, General Counsel 
 
DATE: October 13, 2016 
 
SUBJECT: Audit Committee Meeting scheduled for October 19, 2016 
 
The Audit Committee of the VSC Board of Trustees will meet from 9:30 -11:00 a.m. in the 
Stearns Performance Space at Johnson State College, Johnson, VT. The VSC Finance & 
Facilities Committee will follow this meeting. 
 
Please note that the draft financial statements included in the Committee materials exclude the 
management responses (last few pages of report – the missing items are highlighted in yellow). 
We will provide you an updated version as soon as it becomes available to us. 
 
If you have any questions, I can be reached at (802) 224-3038. 
 
Thank you. 
 
cc:  Board of Trustees 
  Council of Presidents 
  Business Affairs Council 
  David Beatty, Dept. of Finance and Management 
  Douglas Hoffer, State Auditor 



 
 

 
 

Vermont State College Board of Trustees 
Audit Committee Meeting 

 
October 19, 2016 at 9:30 a.m.  

Stearns Performance Space, Johnson State College 
 

AGENDA 
 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 

1. Minutes of the August 24, 2016 Meeting of the Audit Committee Page 3 
 

2. Review and Approval of FY2016 Draft Audited Financial Statements Page 6 
and Uniform Guidance Single Audit (formerly A-133) Report 

 
 
B. ITEMS FOR INFORMATION AND DISCUSSION 

 
1. Conduct an Audit Committee Executive Session: Guidelines and Questions Page 110 

 
2. Fraud and the Responsibilities of the Government Audit Committee Page 115 
 
3. Discuss RFP process for the FY17-FY20 External Auditors Page 120 

  



 
 

 
 

A. ITEMS FOR DISCUSSION AND ACTION 
 
1. Minutes of the August 24, 2016 Meeting of the Audit Committee  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Back to Agenda  

VSC Board of Trustees Audit Committee 
Meeting Materials 3 October 19, 2016



VSC Audit Committee Meeting 
August 24, 2016 
UNAPPROVED MINUTES 

	
	
Unapproved minutes of the Audit Committee meeting Wednesday, August 24, 2016 
 
Note: These are unapproved minutes, subject to amendment and/or approval at the subsequent 
meeting. 
 
The Vermont State Colleges Board of Trustees Audit Committee met on August 24, 2016 at the 
Chancellor’s Office in Montpelier.  
 
Committee members present: Linda Milne (Chair), Church Hindes, Karen Luneau, Michael 
Pieciak (by phone)  
 
Absent: Lynn Dickinson (Vice Chair), Martha O’Connor 
 
Presidents: Nolan Atkins, Elaine Collins, Joyce Judy, Dave Wolk 
 
Chancellor’s Office Staff: Rick Bourassa, Senior Staff Accountant 

Sheilah Evans, System Controller/Senior Director of Financial 
Operations 
Deb Robinson, Controller 

    Elaine Sopchak, Executive Assistant to the Chancellor 
    Jeb Spaulding, Chancellor 
    Steve Wisloski, Vice Chancellor for Finance & Administration 
 
From the Colleges: Scott Dikeman, Dean of Administration, Castleton University  
   Loren Loomis Hubbell, Dean of Administration, Lyndon State College 

Sharron Scott, Dean of Administration, Johnson State College 
 
Chair Milne called the meeting to order at 3:10 p.m. 
 
1. Approval of minutes of the April 27, 2016 meeting 
Trustee Luneau moved and Trustee Hindes seconded the approval of the minutes. The minutes 
were approved unanimously. 
 
2. Discuss FY2016 internal audit report– capital assets and inventoried items 
System Controller Sheilah Evans reviewed the internal audit process and the results of the 
FY2016 audit of capital assets and inventoried items. Trustee Hindes suggested the Board adopt 
a new policy regarding internal audits. 
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VSC Audit Committee Meeting 
August 24, 2016 
UNAPPROVED MINUTES 

	
	
3. Discuss FY2016 O’Connor & Drew audit update 
Ms. Evans reviewed the auditors’ progress on the audit currently underway.  
 
4. Other business  
There was no other business. 
 
5. Public comment  
There was no public comment. 

 

Chair Milne adjourned the meeting at 3:57 p.m. 
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2. Review and Approval of FY2016 Draft Audited Financial Statements and Uniform 
Guidance Single Audit (formerly A-133) Report 

 
O’Connor & Drew will join us to review the draft FY2016 Audited Financial Statements and 
Uniform Guidance Single Audit (formerly A-133) Report. Also included in the review will be 
the Advisory Comments. These documents are enclosed for your review.   

 
The draft FY2016 Financials and Uniform Guidance Single Audit (formerly A-133) Report will 
be submitted to the State of Vermont in draft form on October 14th in order to meet our annual 
deadline.  

 
The SRECNA (income statement) shows a decrease in net assets during FY2016. Total 
Operating Revenues increased while Operating Expenses decreased, resulting in a smaller Net 
Operating Loss as compared to FY2015. However, Net Non-Operating Revenues decreased from 
FY2015 in the way of state appropriations, federal grants and contracts, and gift revenues. The 
result was a Decrease in Net Position of $8M, which is $2M more favorable than FY2015. 
 
Total Assets and Deferred Outflows of Resources decreased by slightly under $4M; whereas 
Total Liabilities increased by just over $4M. Significant changes in the SNA (balance sheet) 
include a reduction in Capital Assets of $7M, as depreciation outstrips new investments in our 
campuses, and an increase in our post retirement liability of $5M, bringing that to $60M. Our 
unrestricted Net Assets are now at -$36M, but if that was adjusted by the post retirement amount, 
it would be a +$24M.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Back to Agenda 
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Requirements for Federal Awards
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Significant Events Affecting These Financial Statements Affecting Affec These Financhese Finan
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Basic 
Financial Statements and Management’s Discussion and Analysis

Basic Financial Statements and Management’s Discussion and 
Analysis for Public Colleges and Universities
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Statement of Net Position – Continued 
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Statement of Net Position – Continued 
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Statement of Revenues, Expenses, and Changes in Net Position
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Statement of Cash Flows 
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Statement of Cash Flows - Continued 

Demographic Trend 
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Demographic Trend - Continued 

Vermont State Appropriations 

Post-Employment Benefits 
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Post-Employment Benefits - Continued 

Other Factors 
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The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.
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Organization

Basis of Presentation
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Basis of Presentation - Continued

Net Position
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Net Position - Continued

Cash and Equivalents 

Allowance for Doubtful Accounts
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Investments

Other Significant Accounting Policies

Refundable Grants

Unearned Revenue and Deposits 

Student Fees 
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Bond and Note Premiums

Post-Employment Benefits 
Accounting and Financial Reporting by Employers for 

Postemployment Benefits Other Than Pensions

Income Taxes

Grants
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Use of Estimates in Financial Statement Preparation

New Governmental Accounting Pronouncements  
Accounting and Financial Reporting for Postemployment 

Benefits Other Than Pensions
Accounting and Financial Reporting by 

Employers for Postemployment Benefits Other Than Pension Plans
OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans

Reclassifications
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Cash and Equivalents
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Cash and Equivalents - Continued

Investments 
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Investments - Continued 
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Investments - Continued 
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Investments - Continued 
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Investments - Continued 
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Investments - Continued 

Fair Value Hierarchy 

U.S. Government Bonds

Corporate Bonds

Common Stock

Hedge Fund Shares
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Fair Value Hierarchy - Continued
Mutual funds

Money market

Held by bond trustee

Assets at Fair Value as of June 30, 2016 DR
AF
T

AssetAsset

VSC Board of Trustees Audit Committee 
Meeting Materials 45 October 19, 2016



Fair Value Hierarchy – Continued 
Assets at Fair Value as of June 30, 2015 
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Bonds and Notes Payable 
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Bonds and Notes Payable - Continued 
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Bonds and Notes Payable - Continued 
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Bonds and Notes Payable - Continued 
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Debt Roll-Forward 
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Debt Roll-Forward - Continued 
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Debt Roll-Forward - Continued 

DR
AF
TFT

VSC Board of Trustees Audit Committee 
Meeting Materials 54 October 19, 2016



DR
AF
TT

D

VSC Board of Trustees Audit Committee 
Meeting Materials 55 October 19, 2016



DR
AF
T

VSC Board of Trustees Audit Committee 
Meeting Materials 56 October 19, 2016



DR
AF
TFT

VSC Board of Trustees Audit Committee 
Meeting Materials 57 October 19, 2016



DR
AF
TTFT

VSC Board of Trustees Audit Committee 
Meeting Materials 58 October 19, 2016



DR
AF
T

VSC Board of Trustees Audit Committee 
Meeting Materials 59 October 19, 2016



DR
AF
T

VSC Board of Trustees Audit Committee 
Meeting Materials 60 October 19, 2016



DR
AF
TT

ARARAD

VSC Board of Trustees Audit Committee 
Meeting Materials 61 October 19, 2016



Contingencies DRDR
AF
TTFFTAAFFRARARARADRDRRDRciescies D

VSC Board of Trustees Audit Committee 
Meeting Materials 62 October 19, 2016



Contingencies - Continued
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Commitments

Employment Contracts 
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Service Concession Agreements 
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GOVERNMENT AUDITING 
STANDARDS
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GOVERNMENT AUDITING 
STANDARDS

Government Auditing 
Standards

deficiency in internal control

material weakness

significant deficiency
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Government Auditing 
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OMB Compliance Supplement

Government Auditing Standards
 Uniform 

Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
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 Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards 

.
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Uniform Administrative Requirements, Cost Principles, 
and Audit Requirements for Federal Awards

Uniform Administrative Requirements, Cost 
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DR
AF
T

ve Requirve Re

AFUnifor
RequiRequ rements for Federments for Fe

DRD

VSC Board of Trustees Audit Committee 
Meeting Materials 84 October 19, 2016



I.    Summary of Auditor’s Results 

Financial Statements 

Federal Awards 

CFDA Numbers Name of Federal Program 
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I.    Summary of Auditor’s Results - Continued 

CFDA Numbers Name of Federal Program 
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II. Federal Audit Findings and Questioned Costs 
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II. Federal Audit Findings and Questioned Costs - Continued
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II. Federal Audit Findings and Questioned Costs - Continued
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II. Federal Audit Findings and Questioned Costs – Continued 

DR
AF
T

VSC Board of Trustees Audit Committee 
Meeting Materials 90 October 19, 2016



II. Federal Audit Findings and Questioned Costs - Continued 
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II. Federal Audit Findings and Questioned Costs - Continued 
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II. Federal Audit Findings and Questioned Costs - Continued
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II. Federal Audit Findings and Questioned Costs – Continued 
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II. Federal Audit Findings and Questioned Costs - Continued
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II. Federal Audit Findings and Questioned Costs – Continued 
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II. Federal Audit Findings and Questioned Costs – Continued 

DR
AF
TFTAF
T

AFAFAFRARARA

VSC Board of Trustees Audit Committee 
Meeting Materials 97 October 19, 2016



II. Federal Audit Findings and Questioned Costs – Continued 
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II. Federal Audit Findings and Questioned Costs - Continued 

DR
AF
T

VSC Board of Trustees Audit Committee 
Meeting Materials 99 October 19, 2016



II. Federal Audit Findings and Questioned Costs - Continued 

Corrective Action Plan: 

Timeline for Implementation of Corrective Action Plan: 

Contact Person 

T
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II. Federal Audit Findings and Questioned Costs - Continued 

Corrective Action Plan: 

Timeline for Implementation of Corrective Action Plan: 
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II. Federal Audit Findings and Questioned Costs - Continued 

Contact Person 
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II. Federal Audit Findings and Questioned Costs - Continued 

Corrective Action Plan: 

Timeline for Implementation of Corrective Action Plan: 
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II. Federal Audit Findings and Questioned Costs - Continued 

Contact Person 
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II. Federal Audit Findings and Questioned Costs - Continued 

Corrective Action Plan: 

Timeline for Implementation of Corrective Action Plan: 

Contact Person DR
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II. Federal Audit Findings and Questioned Costs - Continued 

Corrective Action Plan: 

Timeline for Implementation of Corrective Action Plan: 

Contact Person DR
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II. Federal Audit Findings and Questioned Costs - Continued 

Corrective Action Plan: 

Timeline for Implementation of Corrective Action Plan: 

Contact Person 
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Reporting Student Enrollment Status Changes to NSLDS (National Student Loan Data System) 
– Timely Reporting 

Current situation: 

Auditor’s recommendation: 

Management's response: 
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Reporting Student Enrollment Status Changes to NSLDS (National Student Loan Data System) 
– Incorrect Reporting of Effective Withdrawal Dates due to Unreported/Late Reported Students 

Current situation: 
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Reporting Student Enrollment Status Changes to NSLDS (National Student Loan Data System) 
– Incorrect Reporting of Effective Withdrawal Dates due to Unreported/Late Reported Students 
- Continued 

Current situation - continued: 

Auditor’s recommendation: 
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Reporting Student Enrollment Status Changes to NSLDS (National Student Loan Data System) 
– Incorrect Reporting of Effective Withdrawal Dates due to Unreported/Late Reported Students 
- Continued 

Management's response: 

Effective Withdrawal Date – NSLDS vs. Return of Title IV Funds

Current situation: DRDR
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Effective Withdrawal Date – NSLDS vs. Return of Title IV Funds - Continued

Current situation - continued: 

Auditor’s recommendation: 
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Effective Withdrawal Date – NSLDS vs. Return of Title IV Funds - Continued

Management's response: 

Return of Title IV Funds - Late Withdrawal Determination Date 
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Return of Title IV Funds - Late Withdrawal Determination Date - Continued 

Current situation - continued: 

Auditor’s recommendation: 

Management's response: 

Common Origination and Disbursement Reporting 
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Common Origination and Disbursement Reporting - Continued 

Current situation - continued: 

Auditor’s recommendation: 

Management's response: 

Federal TRIO Programs (“TRIO”) Reporting 

Current situation: 

rams (“TRIO”) Reportirams (“TRIO”) ReporDR
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Federal TRIO Programs (“TRIO”) Reporting - Continued 

Current situation - continued: 

Auditor’s recommendation: 

Management's response: 
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Year-End Entries - Payroll Accrual and OPEB Contributions 

Current situation: 

Auditor’s recommendation: 

Management's response: 
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Prior Year Comments: 

Recommendation  Status
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VERMONT STATE COLLEGES 
 

BOARD OF TRUSTEES 
 

RESOLUTION 
 
 

Acceptance of the FY2016 Audited Financial Statements and 
Uniform Guidance Single Audit Report  

 
 

WHEREAS, The Vermont State Colleges has contracted with O’Connor & Drew to 
perform its FY2016 financial statements audit, and the auditors have 
delivered the draft financial statements, Uniform Guidance Single 
Audit report and Advisory Comments thereon; and 

 
WHEREAS,  The Board’s Audit Committee has reviewed these materials and 

recommends that the Board accept them; therefore, be it 
 
RESOLVED, That the Board of Trustees of the Vermont State Colleges hereby 

accepts the FY2016 Financial Statement Audit Report by 
O’Connor & Drew.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
November 30, 2016  
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B. ITEMS FOR INFORMATION AND DISCUSSION 
 
1. Conducting an Audit Committee Executive Session: Guidelines and Questions 
2. Fraud and the Responsibilities of the Government Audit Committee 
 
These documents are for Audit Committee members and should be read in advance of the 
executive session with the external auditors. 
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3. Discussion of RFP process for the FY17-FY20 External Auditors 
 
O’Connor & Drew have conducted the annual financial statement audit for the VSC from FY10-
FY16—a total of 7 years: the initial 4-year term and a 3-year approved extension. They have just 
completed the audit for the final year under this contract; therefore, it is time to begin the RFP 
process for an external auditor for the 4-year contract term including FY17-FY20. We should 
discuss the timing and extent of the Committee members’ participation in this process as we will 
need to make a final decision no later than January 2017 in order to provide adequate time for 
planning and preparation for the FY17 audit in the event a different firm is selected. The next 
Audit Committee meeting is scheduled for January 9, 2017.   
 
A proposed bid schedule is as follows: 
 
 October 21, 2016 Request for Proposals advertised 
 November 4, 2016 Pre-bid Orientation Conference @ OC, Montpelier 
 November 30, 2016 Bid Submissions Due to VSC  
 December 2, 2016 Bid Evaluation & Selection of Finalists 
 December 16, 2016 Finalists Interviews by Bid Eval. Committee @ OC, Montpelier 
 January 2, 2017 Auditing Services Recommendations to VSC Audit Committee 
 January 9, 2017 Auditing Services Contract Approval by VSC Board 
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