MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Wednesday, June 6, 2016 — 12:00 Noon
Isadore A. Shrager Boardroom, M2-1

Present: Mr. Anthony J. Simonetta, Mr. Jeremiah White (via telephone), Dr. Donald

1.

Generals, Jr., Mr. Jacob Eapen, Mr. Todd E. Murphy, Mr. James P. Spiewak, Mr.
Robert Lucas, Victoria Zellers, Esqg.; and representing Grant Thornton: Mr. Brian
Page and Ms. Angelica Roiz and representing The Meridian Group: Mr. Anthony
B. Scott (via telephone)

AGENDA — PUBLIC SESSION

Approve Minutes of Audit Committee Meeting on March 29, 2016 (Action
Item):

Action: Mr. Simonetta asked for a motion to recommend acceptance of the
March 29, 2016 Audit Committee meeting minutes. Mr. White made the motion. Mr.
Simonetta seconded the motion. The motion passed unanimously.

2015-2016 Audit Process (Information Item):

Attachment A contains the formal presentation made by Mr. Brian Page,
Engagement Partner, Ms. Angelica Roiz, Senior Manager, from Grant Thornton and Mr.
Anthony Scott (via telephone) from the Meridian Group. Mr. Page began his discussion
by informing the Committee that he has had discussions with staff throughout the year
about activities that have been happening at the College. He then walked through his
presentation highlighting areas of focus, audit approach, as well as new accounting
pronouncements that will affect this year's 2015-2016 audit as well as future fiscal
years. He discussed the responsibilities of the auditors as it relates to the audit and he
noted that auditing standards have remained relatively the same as last year with no
significant changes. He pointed out that this year the College falls under the “Uniform
Guidance” which used to be OMB Circular A-133. Basically, this guidance is a
reclassification and combining of grant standards as well as some changes in report
wording and the audit opinion.

Mr. Page also discussed the required communications that Grant Thornton will
present as a result of the audit. He then briefly discussed the significant audit areas as
outlined in Attachment A. He described the audit methodology, audit approach,
timeline, as well as management’s responsibilities and those charged with governance.



Mr. Page stated that his team will be on campus this week to focus on planning
procedures; finalizing their risk assessment; and performing any interim testing the
auditors feel appropriate. He indicated that they have already reviewed many of the
new activities that the College has completed or is pursuing this year and has reviewed
the new accounting pronouncements that could impact the College in conjunction with
the year end audit.

Mr. Page asked the Committee members if there were any other areas that the
Committee would like the audit team to focus on or matters of fraud risk that they might
have concerns. The Committee members affirmed that they were satisfied with the
proposed audit scope.

Mr. Simonetta asked about the audit fee for 2016. Mr. Page explained that it is
outlined in the fee proposal that was submitted for the RFP process. Mr. Murphy noted
that the fee proposal was for a period of five years and the College is in year three.

Mr. Page briefly discussed materiality and how the auditors develop a baseline
for testing transactions for both the Financial Statements and Single Audits. The auditors
take a quantitative benchmark approach but do adjust qualitatively.

Ms. Angelica Roiz then walked through the timeline, areas of focus and high risk
areas that the audit team will concentrate on during the audit; specifically, tuition
revenue recognition, accounts receivables, state and city appropriations, state and
federal contracts, investments and auxiliary income. The audit team will perform
reasonableness tests on all income to ensure proper accounting. She also explained that
they will be looking at Government Accounting Standards Board (GASB) 68 which was
implemented by the College last year. This standard requires the College to set up a
liability on the College’s books for both cost sharing pension plans in which some faculty
and staff participate. An actuarial calculation will determine the value that the College
will be required to record, which is completed by actuaries hired by the State. These
plans are not offered to new employees. However, if a faculty or staff member were
enrolled at a previous employer, the College is required to continue to offer that plan.
The two plans are PERS (Public Employees’ Retirement System) and SERS (State
Employees’ Retirement System). Currently, only 23 employees participate in PERS and 9
employees in SERS.

Mr. Murphy mentioned that the College is also undergoing another GASB 45
Assessment. This report is prepared by the College’s actuary to determine the OPEB
(Other Post Employee Benefit Liability) that the College is required to record and is
currently phasing in over 30 years. Mr. Page noted that his team will be reviewing all of
the assumptions that go into that calculation. Mr. Eapen noted the College will be using
the same firm “Clarity in Numbers, LLC” as in the prior assessment.

Mr. Page discussed the process for determining what Federal programs will be
audited as part of the Single audit. Specifically, student financial aid is always audited
given its size. Other programs will be determined in the next few weeks.



Mr. Page discussed technology support for the audit. The auditors will review
access to the systems as well as security controls, change management and any other
controls that may impact the College’s financial statements. Grant Thornton's
Information Technology (IT) control review related to the College’s ERP system is
currently under review now and expects no significant change from last year. The Audit
team has brought up a couple of minor recommendations in the past, but nothing
significant.

Mr. Simonetta asked if the College had significantly changed anything from an IT
systems perspective. Mr. Page and Mr. Murphy affirmed there had not been any
changes. Mr. Page noted that his team will also review and test any one time
transactions that could potentially impact the College’s financial statements.

Mr. Page then discussed several new GASB accounting pronouncements and
updates. The first was GASB 72 effective for this year, which deals with how the College
reports fair value of investments in its financial statements. He indicated that this
should not have a huge impact for the College, but will require additional disclosures in
the footnotes that show how they are categorized based on how fair value is
determined.

Mr. Simonetta asked if the College had to go back to the prior year in completing
the new disclosures. Mr. Page stated that it was not required but is allowable.

The second was GASB 75 which is effective for fiscal year 2018, which will have
the biggest accounting effect. Currently the College’s OPEB Liability is being phased in
over 30 years. This new pronouncement will require the full amount of that liability to
be included in the financial statements for that year. Mr. Page noted that this will have a
huge impact on many colleges and Government agencies. This will increase the overall
liability and decrease the College’s net assets.

Mr. Simonetta asked if the rating agencies have weighed in on this new
standard. Mr. Page stated that rating agencies are generally in favor of more
disclosures, but did not have any comments to its implementation. They already looked
at this when they do their own reviews and due diligence.

The third was GASB 80, which discusses blending component units. The College
will have to review the criteria and make a determination if it can continue to show the
Foundation’s financials discretely or be required to blend it with the College in its
financials.

The fourth was GASB 81, which refers to irrevocable split-interest agreements.
Mr. Page mentioned he had been in discussions with staff regarding a potential
endowment that may fall into this criteria, which will allow the Foundation to record a
beneficial interest in that Trust. This won't be effective this fiscal year, but could be
early adopted.

Mr. Page mentioned several different major projects that GASB is currently
working on that may impact the College at a future date, which is outlined in
Attachment A. He then asked the Committee if there were any questions on where they
will be spending their time this year or an area that the Committee would like them to
focus. Mr. White asked them to take a look at the transactions associated with the 15%
and Hamilton Street property in terms of the legal structure between the College and



the developer. Mr. Page stated that he will be reviewing the agreements to make sure
they line up with the accounting standards. Mr. Eapen stated that he will provide the
draft letter of intent when it is completed and seek Grant Thornton’s guidance.

The next discussion focused on some industry updates regarding the challenges
colleges and universities are facing, such as enrollment, retention and demographic
changes. As part of the audit, Grant Thornton will sit down with staff to see if there are
any industry topics that the College would like discussed at the next Audit Committee
meeting.

Mr. White asked that given the previous state budget impasse, what rating
agencies might do if another state budget problem arose. Mr. Page indicated that the
agencies will most likely have concerns with anything that could affect liquidity.

Mr. White also asked Mr. Page if based on industry trends, he sees colleges
investing significantly more into retention type activities? Mr. Page stated he is
definitely seeing colleges investing in this area given some of the demographic trends.

Dr. Generals discussed how the College is carefully looking at the balance
between affordability and revenue. He asked if there were any concerns the Auditors
had with respect to not raising tuition in the last three years. Mr. Page indicated that
there is some tipping point between prospective buyers (students) affordability and
tuition increases. However, the College cannot continue with small tuition increases with
expenses going up annually. Unfortunately, this may eventually decrease the College’s
operating margins unless things are done more efficiently in other areas to reduce
expenses or the College develops alternative revenue streams.

Mr. Page concluded his presentation.

. 2015-2016 Budget Update (Information Item):

Mr. Spiewak provided a handout (Attachment B) to the Committee, which was
previously presented at the May 23, 2016 Business Affairs Committee Meeting. The
implications of key factors currently impacting the FY 15-16 budget were discussed. He
described how the College exceeded its enrollment target for the late Summer and Fall
semesters but fell short of enrollment budget target for Spring of 2016 by 4.8%. In
addition, the early Summer semester is also experiencing a decline of about 13%. For
the fiscal year, credit hours is expected to be down about 1.5% from budget. In terms
of revenue, the College is expected to be down a total of $2.5 million. Tuition and fee
revenue is projected to be approximately $2.2 million lower than budgeted and the
actual state appropriation is about $500,000 lower than budgeted. Expenses are
expected to decrease overall by $3.0 million. Savings were realized from higher-than-
budgeted lapsed salaries and lower claims in the College’s self-insured medical plan than
budgeted. Additionally, the FY14-15 pay-off of some of the College leases resulted in
savings for the FY15-16 year.

Mr. Eapen noted that the discussion of the 2016-2017 Budget will be deferred
until the September 29, 2016 meeting, after the Board of Trustees approves the budget
on June 30, 2016.



4.

Internal Audit Plan (Information Item):

Mr. Lucas provided an update of the 2014-2016 Internal Audit Plan (Attachment
C). He provided a copy of a summary report of activities since the last Audit Committee
meeting as well as a copy of the audit plan for the two-year period ending June 2016 to
the Committee members. Mr. Lucas stated that, since the last meeting, he issued: 1)
two finalized audit reports to management; and 2) one draft audit report to
management. Three other internal audits are in progress and are expected to be
completed by June 30.

Mr. Lucas also noted that he continues to work with management to obtain the
status of previously issued audit comments. He noted that management continues to
make progress clearing open items. Mr. Lucas noted that he will provide a full update of
the open items at the next Audit Committee meeting in September.

As part of the effort to develop an Internal Audit Plan for 2016-2018, Mr. Lucas
stated that he met with all of the Cabinet members to discuss the risks that may exist in
their respective divisions. Mr. Lucas used the information solicited from the Cabinet
members to update the Internal Audit Risk Assessment for 2016. A copy of the risk
assessment was provided to the Audit Committee members, which includes
approximately 120 auditable areas that are each rated for various risks to help
determine where Internal Audit resources should be allocated.

Lastly, Mr. Lucas noted that he developed a proposed Internal Audit Plan for the
two-year period of July 1, 2016 to June 30, 2018. A copy of the proposed plan was
provided to the Audit Committee members. Mr. Lucas noted that the plan has been
provided to Dr. Gay, Jacob Eapen and Dr. Generals for their review. Mr. Lucas will be
meeting with each of them to discuss the plan and to obtain their approvals for a final
plan, which will be provided to the Audit Committee as an informational item. Mr. Lucas
expects to be able to distribute the approved 2016-2018 Internal Audit Plan to the Audit
Committee members by June 30, 2016.

EXECUTIVE SESSION

During any Audit Committee meeting; Management, The Independent Auditors or the
Internal Auditor may request an Executive Session to meet privately with the Audit
Committee. None was requested at this meeting.

TEM/Imh
Attachments

CC:

Dr. Donald Generals, Jr.

Mr. Jacob Eapen

Mr. Robert Lucas

Mr. Jim Spiewak

Victoria Zellers, Esq.

Representing Grant Thornton: Mr. Brian Page
Representing Grant Thornton: Ms. Angelica Roiz
Representing The Meridian Group: Mr. Anthony B. Scott
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Qur values are

To achieve our global vision, we capltallze on our strengths by
embracing the following values:

Unite through global Collaboration

Demonstrate Leadership in all we do
* Promote a consistent culture of Excelience

Act with Agility

Ensure deep Respect for people

@

Take Responsibility for our actions

Our values serve as the foundation of each step we take toward
achieving our vision. They guide our decision-making and
provide a framework for our people to make correct and
appropriate choices.

» GrantThornton | An instinet for growth
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Our responsibilities

We are responsible for:

¢ Performing an audit of the Community College of Phliadelphla s financial statements as prepared by management,
conducted under US GAAS and Government Auditing Standards, with your oversight

» Forming and expressing an opinion about whether the financial statements are presented fairly, in all matena! respects in
accordance with US GAAP

+ Forming and expressing an opinion about whether certain supplementary information — including the Schedule of
Expenditures of Federal (SEFA) awards - is fairly stated in relation to the financial statements as a whole

» Reading other information and considering whether it is materially inconsistent with the financial statements
+ Communicating fraud and abuse with regard to federal programs
= Communicating specific matters to you on a timely basis; we do not design our audit for this purpose

* Reporting material noncompliance related to laws, regulations, contracts and grant agreements, as well as srgmﬁcant
deficiencies and/or material weaknesses in internal control related to financial reporting

* Reporting matefial noncompliance with federal awards requirements applicable to major program(s) audfted under the

Uniform Guidance requirements (formerly OMB Circular A-133), as well as significant deficiencies and/or materiai
weaknesses in internal control over compliance

An audit provides reasonable, not absolute, assurance that the financial statements do not contain material misstatements
due to fraud or error. It does not relieve you or management of your responsibilities. Our respective responsibilities are
described further in our engagement letter.

GrantThornton | An instinct for growth’
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Those charged with governance and management responsibilities

Those charged with governance
Those charged with governance are responsible for:

» Overseeing the financial reporting process

* Setting a positive tone at the top and challenging the
Community College of Philadeiphia's activities in the
financial arena

= Discussing significant accounting and internal control
matters with management

* Informing us about fraud or suspected fraud, including
ite views about fraud risks

* Informing us about other matters that are relevant to
our audit, such as:

- Objectives and strategies and related business
risks that may resuit in material misstatement

- Matters warranting particular audit attention

- Significant communications with regulators

- Matters related te the effectiveness of internal
control and your reiated oversight responsibilities

- Your views regarding our current communications
and your actions regarding previous
communications

Grant Thornton i Aninstinct for growth

Management
Management is responsible for:

Preparing and fairly presenting the financial
statements, including supplementary information such
as SEFA (Schedule of Expenditures of Federal
Awards} in accordance with US GAAP

Designing, implementing, evaluating, and maintaining
effective internal control over financial reporting and
compliance with federal grant requirements _
Communicating significant accounting and internal
control matters to those charged with governance
Providing us with unrestricted access to all persons
and all information relevant to our audit

informing us about fraud, illegal acts, significant
deficiencies, and material weaknesses

Adjusting the financial statements, including
disclosures, to correct material missfatements
Informing us of subsequent events

Providing us with certain written representations

Pregentation to the Audit Committee of Community College of Philadelphia June 2016






Audit timeline

May/June 2016 | Client = = |-

reacceptance

Client reacceptance

Issue engagement letier

Conduct internal client service planning meeting, including coordination with
audit support teams such as IT, tax and valuation

June 2018

Meet with management to confirm expectations and discuss business risks
Discuss stope of work and timetable

Identify current-year audit issues and discuss recently issued accounting
pronouncements of relevance

Initial Audit Committee communications

June/July 2016

Develop audit pian that addresses risk areas
Update understanding of internal confrol environment
Coordinate planning with management and develop work calendar

Junefduly 2018

Perform walk-throughs of business processes and controls
Begin Single Audit (formerly A-133) compliance testing
Perform selective substantive testing on interim balances

August/
September 20186

Perform final phase of audit and year-end fieidwork procedures
Meet with management to discuss results
Present results i the Audit Commitiee

Perform final phase of Single Audit (formerly A-133) compliance testing

Meet with management to discuss resulis

GrantThornton | An instinct for growt
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Materiality

Essentially, materiality is the magnitude of an omission or misstatement that likely
influences a reasonable person's judgment. it is based on a relevant financial statement
benchmark.

* We believe that total assets is the appropriate benchmark for the Community College
of Philadelphia.

* We believe total expenditures on each major program are the appropriate
benchmarks for the Single Audit.

Financial statement items greater than materiality are in scope. Other areas iess than
materiality may be in scope if qualitative factors are present (e.g., related party
relationships or transactions and fraud risk).

GrantThormnton | Aninstinet for growth
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Views of those charged with governance

: GrantThornton An instinct for growth’
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Use of the work of others

GrantThomton | An instinct for growth
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Significant risks and other areas of focus

The following provides an overview of the areas of significant audit focus based on our risk assessments.
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Significant risks and other areas of focus, continued
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Significant risks and other areas of focus, continued
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Technology support as part of the audit process

An important component of our audit approach is to understand how IT is used in supporting
business operations and producing financial reports. Our technology specialists place
particular emphasis on the risks relating to the use of technology and its associated controls,
processes and practices.

Our general controls review evaluates the design of controls that mitigate risk in areas such
as organization and operations, protection of physical assets, application systems
development and maintenance, access controls and computer operations.

Grant Thornton ' An instinct for growth’
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Commitment to promote ethical and professional excellence

We are committed to promeoting ethical and
professional excellence. To advance this
commitment, we have put in place a phone and
Internet-based hotline system.

The Ethics Hotline (+1 866 739 4134) provides
individuals a means to call and report sthical
concermns.

The EthicsPoint URL link
» {an be found on cur internal website

= Can be accessed from our external website
{(https:/fsecure.ethicspoint.com/domain/enfreport

cusiom.asg?clientid=15181)

Disclaimer: EthicsPoint is hot meantto actas a
substitute for an entity's "whistleblower" obligations.

GrantThornton | An instinct for growtt’
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Selected pronouncements effective for the year ending June 30, 2016
or subsequent periods - GASB

GASB 72- Fair Va!ue Measurements and Appiaca‘hon

GASB 73- Accounting and Financial Reporting for Pens;ons and Related Assets
that are not within the Scope of GASB Statement 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68

GASB 74- Financial Reportmg for Postempioyment Benefst Plans Other than
Pension Plans _ ...

GASB 75- Accounting and Fmanc:ai Reportmg for Postemp!oyment Benef‘ s
Cther Than Pensions

- GASB 76- The: Hierarchy of Generaily Accepted Accountmg Pnnczp{es for. State

and Local Governmenis - o
GASB 80- Blending Reguirements for Certam Component Unlts

GASB 81~ irrevocable Split-interest Agreements

SASB 82- Pension Issues- ah Arﬁendment of GASB statements 67, 88 and 73

Penﬂds begmmng after dune 15, 2015

Periods beginning after June 15, 2018,
with portions for periods beginning
after June 15, 2015

Fiscal years beginmng after L
1 June 30, 2016 - '

Fiscal years begmnlng after

_June 15, 2(}17

17 Reportzng penods beginn;ng after .iune
:'715 28‘?5 .

Flscal years begmmng aﬁer
June 15, 2016

Periods beginning aﬁer December 15,

12016 .

Periods begihning after June 30, 20186,
except in certain circumstances

¢ Grant Thornton An instinct for growth
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GASB Statement 72, Fair Value Measurement and Application
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GASB Statement 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions

Grant Thormton Aninstinct for growth
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GASB Statement 76, The Hierarchy of Generally
Accepted Accounting Principles for State and Local
Governments

GrantThornton | Aninstinct for growth’ >
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GASB Statement 80, Blending Requirements for Certain Component Units
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GASB Statement 81, Irrevocable split-interest agreements

Grant Thorntorn . An instinet for growth
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GASB projects and pre-agenda research

Asset Retirément Obligations

- | issued, comment period ended March 31, 2016

Fiduciary Activities

Exposure Draft {Fiduciary Activities) issued, comment
period ended March 31, 2{}16

| Conceptual.Framework: Recognition -

| eases- Reexamination of NCGA Staternent 5

Exposure Draft (Leases) comment penod fo end May 3,
2016

-Fmanclal Reportlng Modei- Reexammation of Statements o

-34 35 3? 41 and 46, and interpfetatron B

Initial deliberations.

'De_bt.dlsclqsures,--mc].udmg .D_nrect-Borrowmg- a

| Pre-agenda research.

Going concem disclosures

Pre-agenda research

“‘Revenue reccgmtian for exchange and exchange—hke
transaciions ) : _

: _-Pré-age'ndé research L

GrantThornton | An instinct for growth
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GASB major project — Asset Retirement Obligations
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GASB major project — Leases

{Grant Thormton | A instinet for growth
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OMB reform of federal policies relating to grants and
cooperative agreements
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Highlights of changes under Uniform Grant Guidance
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|_eadership responding to changing conditions

Institutions will need to carefully select initiatives, makjng clear
choices about what to do and, most significantly, what not to do.
Strategies being deployed to guide these decisions include:

[

&

Engaging faculty to improve financial performance

Assessing campus and academic operations from the lens of increasing
student diversity .

Enhancing stakeholder communications and transparency

Using strategic goals 1o develop key performance indicators and scorecards
Utilizihg data analytics o improve performance

integrating strategic plans and budgeting

Analyzing the cost and value of research and development activities
Achieving and measuring social responsibility and sustainability efforts

Grant Thornton An instinct for growth’
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Addressing enroliment and demographic changes

Institutions cannot afford to rely exclusively on organic growth.
Proactive strategies are needed to adapt to shifting student profiles and
enroliment trends.

» Recruiting new popuiations is essential.

» Programs will need {o be shaped specifically to attract new students.

» Marketing existing programs to new populations may require new
approaches.

« Colleges and Universities will need to exploit market niches and their unique
offerings to compete effectively. :

o (Cost of education and student borrowings will continue tc be measured
against proven ouicomes.

- Partnering with corporations to provide online educatnon opportunities for

employees, presenting new enroliment and revenue growth opportunities for
universities.

Grant Thornton | Aninstinct for growth’
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Increasing student outcomes and achievement

Changing educational delivery models and online education intensify
competition. Management and boards are:

« Encouraging faculty to teach in increasingly student—centered ways and using
technology to do so

 Aligning the board agendas and committee structure to focus on cross-cutting
strategic topics and not perfunctory review and routine report-outs

» Carefully evaluating short- and long-term strategic investments and opporiunities
in the context of their own institutions' market niches, pos:tionsng and financ;al
capabilities

» Establishing and evaluating key performance md:cators that measure outcomes,
not outputs of routine functions

* Assessing organizational performance and progress toward goals

= Increasingly relying on data to make more informed decisions about the value
the Coliege provides to students, the community and stakeholders

» Managing the increased uncertainty as a result of changes to educational
delivery modeis in an already competitive landscape by identifying new
prospects for revenue generation, expense containment and organizational
partnerships

GrantThornton | An instinct for growsh
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Emerging technology tools to improve academic and operating results

Higher educational institutions are benefitting from new tools
that improve learning, research, administration, access to faculty
and access to courses and career opportunities.

» Data analytics predict whether students and prospectwe studenis wuii be
academically successful

« Data mining and analytics more prevalent in monitoring student learning
and progress, procurement operations, fundraising and admissions

e Contracting with third-party providers for various services (recruitment,
curricular development, student services) to help develop or expand their
online programs .

» Creating affiliated entities to offer online education; in 2015, 5.8 million
students (28%) took at least one online course (3.9% increase)

» Increasing use of flipped classrooms, and technology-enabled, competency-
based programs

o Utilizing open software content and communities-of-interest to build
collaboration and customized sclutions to administrative or academic
challenges

GrantThornion  An instinct for growth”
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Enterprise risk management is a necessity to safeguard reputation

Colieges and universities are increasingly making oversight of institutional
risk a priority.

» Strong governance, accountability and fransparency mandates have resulted in
universities establishing or reassessing their risk management programs

o Compliance must be increased, particularly around sexual assaults, reporting
violence, and adherence to ethics standards

- leaders have struggled to find the right tone and policy to address the
racial/ethnicity sensitivities of a growingly diverse student population

~» Failures in public safety, cybersecurity, ethics, and decision-making have tested
the crisis management plans of many universities

+  Government scrutiny and reporting mandates place annual reporting in the
spotlight, requiring robust processes to vet all data reported externally

« Doing business abroad continues to challenge business and internal control
systems due to changing world politics and economic policies

« Deferred maintenance is a growing financial and reputational risk. A 2014
Sighfiines report documenis the growing backlog of deferred maintenance on
university campuses

GrantThornton | An instinct for growth’

Presentation to the Audit Commitiee of Community College of Philadelphia June 2018



Boards intensify the focus on being financially sustainable

Actions to strengthen operational performance:

1.
2.

O NODOh W

9.

Relevant strategy linked to financial projections to guide informed decisions
opportunities for acquisitions of programs; affiliations with educational and
private businesses; spin-off of programs to other institutions

Define unigue market niche and core strengths to build on

Analyze and understand instructional costs

Leverage technology in all ways possible

Identify key risks to achieving goals and sound financial stewardship
Measure performance of key student, faculty and institutional indicators

Analyze markets to increase the percentage of applicants self-selecting your
College

Strengthen knoWledge of risks and trends and involvement is strategy

10.Diversify revenues

= Look to new markets with corporations

Facilities revenue from serving community needs and business pariners
Alternative energy revenue production

Privatize housing options and amenities

&

Grant Thornton An instinct for growth’
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2016 Rating Agency outlook is stable for the next 18 to 24 months

« Moderate revenue growth at or above 3%, with 20 - 30% of colleges challenged
to do so

* Endowment income expected to grow 4-5%, gifts 3-4% and student charges 2-
3% .

* Investments in technology and related spending expected to grow greater than
inflation

* Ongoing expense discipline expected to maintain operating and cash margins;
15-20% of colleges expected to cut costs to maintain operating stability; expect
to see more coilaborations such as shared courses and shared faculty

» Expect more virtual and actual mergers as smaller schools seek to achieve
economies of scale and states take action to rationalize public university systems

< Reserves to remain stable with continued strategic capital investment uniess
market volatility reduces endowment gains below the allowed spending rate

» Pension burdens will be an increasing credit challenge

« 2016 federal budget modestly positive for higher education with growth in
research funding, increased Pell grants, the continuation of Perkins ioans

through the 2017-18 scheol year, and increased funding to minority serving
institutions

+ GraniThornton Ary instinet for growth
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This communication is intended solely for the information
and use of management and the Auvdit Cormittee of
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ATTACHMENT B

2015-2016 Budget Update



REVENUES

Student Tuition and Fees
Commonwealth of Pennsylvania
City of Philadelphia

Other Income

TOTAL REVENUES

EXPENSES *

Salaries, Net of Lapsed Funds
Fringe Benefits

Other Expenses

Student Financial Aid
TOTAL EXPENSES

EXCESS REVENUES (EXPENSES)

* Prior to impact of GASB 45 and 64 accruals

Community College of Philadelphia
Operating Budget Projections
Fiscal Year 2015-16

Original Budget

$76,691,245
30,621,805
23,247,363
1,728,720

$132,289,133

$75,642,290
34,124,000
22,322,843
200,000

$132,289,133

($0)

Current Projection

as of May 23, 2016

$74,497,106
30,106,101
23,367,407
1,765,830

$129,736,444

$74,041,842
33,365,788
21,759,276
91.000

$129,257,906

$476.538

Change from
Original Budget

($2,194,139)
($515,704)
$120,044
$37,110

($2,552,689)

($1,600,448)
($758,212)
($563,567)
{$109,000)

($3,031,227)



CREDIT

Summer 2
Fall
Winter
Spring
Summer 1

Credit Year-to-

date Totals -
Annual FTEs

NONCREDIT

Summer 2
Fall

Spring
Summer 1

Noncredit Year-
to-date Totals -
Annual FTEs

3
5

Community Coliege of Philadelphia
Enrofiment Information (FTEs and Credit Hours)

Fiscal Year 2015-16

Budgeted

& Actual Credit Budgeted
Actual FTEs Hours FTEs Credit Hours
EY14-15 FY 14-15 FY 15-16 FY 15-16

1,716 20,591 1,717 20,609
12,859 158,471 12,976 159,625
46 546 50 600
12,587 155,231 12,801 157,209
2,494 29,926 2,550 30,600
14,851 384768 15.047 368.643

54 95

501 658

344 615

115 236

507 802

: Credit Hour
: Actual Credit Variance -
Actual FTEs Hours Budgeted vs.
FY 15-16 FY 15-16 Actual % Variance

1,730 20,763 154 0.7%
12,964 160,215 590 0.4%
47 ; 558 (42) -7.0%
12,182 149,621 (7,588) -4.8%
2017 26,600 (4,000) -13.1%
14570 357,757 (5.443) A.8%

64"
384
345
95




Internal Audit Plan




Date:
To:
From:

COMMUNITY COLLEGE OF PHILADELPHIA

June 6, 2016
Audit Committee Members
Robert Lucas, Internal Auditor

Subject:  Internal Audit —~ Plan Status and Other Information
Copies: Donald Generals, Judith Gay, Jacob Eapen

Since the last Audit Committee meeting, the following audit work has been performed:

&

Internal audit reports finalized since the last meeting:

o Releases of Library Holds
o Remote Sites DACE CBO Program

Draft internal audit reports have been issued to management for the following
audits:

o ITS Physical Security (Updated through May 2016)

Three audits are in progress — TAACCCT report is expected to be issued by
June 15; Human Resources (New Hires and Employee Terminations) are in
progress and are expected to be complete by June 30.

Follow up on prior audit comments is an ongoing process with good progress by
management since the last Audit Committee meeting. A full update will be
presented at the September Audit Committee meeting.

Met with all Cabinet members to discuss risks and concems in their areas to be
considered for inclusion in the 2016-2018 Internal Audit Plan.

Internal Audit Risk Assessment was updated to support development of 2016-
2018 Interal Audit Plan. :

Proposed 2016-2018 Internal Audit Plan was developed and is being reviewed
by Dr. Generals, Dr. Gay and Jacob Eapen. Management approvals expected
by June 30.



Community College of Philadelphia

internal Audit Plan - July 1, 2015 to June 30, 2016

Risk Risk Explanation / Planned
Functional Area Rating Reason for Audit Stage Quarter

Financial Audits

Bursar Billing Procedures H__ |New billing procedures 3
Verify controis for hourly

Timekeeping / Overtime L. employees' payroll process 4
Determine controls over '

Colonial One Card H _|prepaid card program 4

Operatlonal Audits
Validate controls over

New Employee Process L |processes 4 2

, Validate conftrals over

Termination Process L |processes 4 2
Determine conirols and

Par-Time Facully Medical accuracy of only benefit

Benefits L. |funded entirely by staff 4
Determine management's
level of preparation for

Businesgs Continuity Plan * H |business interuption #
Determine compliance with
policies, procedures and

Financial Aid H __[regulations 3

Pell Grants - Appeal Process for Determine compliance with

Academic Progress M [reguirements 2
Determine compliance with

Center on Disability L reqguirements 7 1
Verify chain of notifications

Ethics Hotline . |and imeliness 7 1
Compliance with Veterans'

Veterans' Resource Center M  |Education Benefits Laws 3
Ensure risks are controlied
{ minimized in remote

Siie Visits - GED, ESL .. locations 7 3

Compliance
Determine compliance with

TAACCCT grant guidelines 4 1
Determine compliance with

10,000 Small Businesses __H__igrant guidelines 7 1

Family Educational Rights and Compliance with FERPA

Privacy Act L [Reguiations 3
Determine compliance with
policies, procedures and

Family Medical Leave Act L |regulations 4

Confidential




Community College of Philadelphia
Internal Audit Plan - July 1, 2015 to June 30, 2016

- Risk Risk Explanation / Planned
Functional Area Rating Reason for Audit Stage | Quarter

Determine comhliance with
policies, procedures and
Americans with Disabilties Act L ___{regulations ‘ 7 1

Compliance with
procedures to obtain tuition
Residency Verification L ldiscount ] 1

Compiianice with
procedures fo obtain tuition
Tuition Discount Verification . |discount ' _ 1 1
IT Audits :

Determine adequacy of
readiness and periodic

Disaster Recovery Plan M  |tesling 3
Determine adequacy of

Cloud Usage M ___iconirols 2
Determine adequacy of

Physical Security - M |controls 7

Verify controls over use of
only legally obtained

Software Licensing : L isoftware 2
_ Review internal controls as
Library Hold Releases H |requested 7 2
Administrative
Foliow Up on Prior lssues Ongoing | Ongoing |

Committee Meetings (Grants,
Data Breach Planning, EMT,

external audits/raviews) Ongoing Ongoing
Stage:

Risk Assessment / Planning

Announcement / Contact

Opening Meeting Held

Fieldwork

Draft Report Issued

Closing Meeting Held

Final Report ssued

Audit Deferred Pending
External Review Results #

~N OO AR WDOMN =

Confidential



Community College of Philadelphia
internal Audit Risk Assessment

2016-201

Auditable Units, Risks and Risk Assessment Scoring

Finance & Accounting {Accounis Payable
Accounts Receivable 3 1 1 1 1
{corporate, non-student
related)
General Ledger Closing 5 2 1 1 1 1
Process i
investments 5 ] i 2 1 1
Payroil 5 3 1 1 1 1
Timekeeping / Overiime 3 2 1 1 1 1
403(b) Transactions 2 2 1 1 1 2
Bursar 4 4 1 2 4 1
Student Accounts Receivable 2 2 1 1 2 1
Budgeting Process 3 2 3 1 1 1
Purchasing -~ Operating and 3 3 1 3 4 1
Capital
Bidding Process 1 1 1 2 1 2
Procurement Gards 3 3 1 3 1 1
Check Requests (Vendor) 1 2 1 2 1 4
Check Requests {Employee} 1 2 1 2. 1 1
Grant / Special Funds 3 2 2 2 1 3
Accounting
Coloniat One Card 1 2 1 1 3 1
Fixed Assets 2 1 1 i 1 1




Community College of Philadelphia

2016-2018 " internal Audit Risk Assessment

Auditable Units, Risks and Risk Assessment Scoring

reighte
Average
1-007
i : 2 S
E : .'Li’ : “" iﬁwﬁ
Computer Loans 1 1 1 1 1.07. |
institutional Administration 3 T 211 131 |1
Advancement )
Fundraising 5 1 2 2 1 1 2
Endowments 3 1 2 ] 2 1 2 2
Invesiments 5 1 3 2 1 1 1 o
Grants Administration 3 2 3 2 1 2 1 e
~ Academic and Enroliment Services B U A S S 5 1 1 M |
Student Success ]
Records & Registration 1 3 2 2 3 2 1.
Financial Aid - Title v 5 3 2. 2 3 2 1
Veteran's Benelits 1 2 2 4 3 4 1
Study Abread 1 1 2 3 3 1 1
Center on Disability 1 2 1 3 3 3 1
PELL Grants Appeal Process| 1 2 1 1 4 3 1
Excused Withdrawals 1 2 1 1 4 1 1
CAHM Program 1 1 1 1 1 1 2
Athletics 1 1 1 1 3 1 1
Family Educational Rights 1 4 3 3 5 4 1
and Privacy Act
Center for Male Engagement 1 1 1 2 3 1 1
Residency Verification 2 1 2 1 1 1
Credit Transfers 1 2 1 2 1 1.22




Community College of Philadelphia
Internal Audit Risk Assessment

2016-207

Audiiable Units, Risks and Risk Assessment Scoring

ey _
Weighted |
Average
100

Infermational Students
Facuity Release
Faculty Extended Time

Civitas Software (Student
Success)

Starfish (Hobsons} Scfiwars
(Student Retention}

Student Life Expenses

50th Anniversary Scholarship

Program
R L e R TR TR RS, S

Software Deeiopma Life
Cycie
Change Management

Physical Security

Penefration Testing (infzrnal,
Exiernal, Wireless)
Mabile Device inventory

Software Licensing
General Controls
Network Security
Application Controls
Cloud Usage

Remote Access
{GoToMyPC)

Systems Administered by
Non-ITS Departinents

e

I Information Technology




Community College of Philadelphia

2016-2018 internal Audit Risk Assessment

Auditable Units, Risks and Risk Asscssment Scoring

B e T T O N T N I N
N 2 3 1

1

1 2 3 2
Risk Management 2 1 2 2 1 2 t
Business Services (Copy 1 1 1 1 1 1 1
Center, Mail)
Government Relations 3 1 4 3 1 2 1
Marketing Services 1 1 1 3 1 1 i
Corporate insurance 1 1 1 1 1 1 1
Facilities - Construction 2 3 2 1 1 1 1
Facilities - Mainfenance 1 1 1 1 1 1 1
Environmental Services 1 2 1 1 2 1 1
Vehicles Cwned/leased; 1 1 1 2 1 2 1
Drivers & Insurance
Vendor Management 1 1 1 1 1 4 1
Records Retention 1 1 1 1 1 2 1
Bookstore (Bames & 1 2 1 1 4 1 1
Noble)
Cnsite Vendors - 1 2 1 1 3 4 1
Cafeteria / Vending /
Starbucks f Parking
Onsite Credit Union 1 1 1 2 2 1 1
Professional Services 1 1 1 1 1 3 2
Contracts




Community College of Philadelphia

201 @«»2@? 8 Internal Audit Risk Assessment

- e | weighted |

Average

1.60

Childcare Center on Main
Campus (as Lessor)

Administration
Equily Issues - Title IX 1 1 2
Institute for Community 1 2 1

Engagement
Gateway to College (Contract] 1 1 1
with PSD)
Dual Enroliment 1

Credentialing Programs 1

Off Campus Programs -
DACE, Workforce

Deyelopment
Institutional Research

Ny (L Ny [ 4
—
pjwl ol 0| mjod ol
p | ) W
—

Academic_ﬁssessment
KEYS Program

State Recruiting Regulations
Professional Development
Muiti-Media Se

] Wi b =

H = b s wa| b}

S St TR

Human

%1
|

Resour:

New Employee Process
Termination Process
Sick/STDILTD

b k] a2l o
[ W) (R W) R | .
h o b ok | wed
J._\._AAMMWAQ)-A—L
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Community Coliege of Philadelphia

2016-2018 internal Audit Risk Assessment

¥yeighted

Average

1.00

433 b
insured) e
Prescription Benefits (self-| 1 2 1 1 1 1 1 1 1 5 133 L
insured} i
Dental Benefils {premium 1 2 1 1 1 1 1 1 1 5 133 1
based) . 2 : i
Life Insurance (premium 1 2 1 t 1 1 1 T 1 5 1.33
based) ] - : )
FMLA. 1 1 1 1 1 2 1 1 1 5 1.38 i
Workers' Compensation 1 1 -1 1 1 2 1 1 1 3 24 BBl
HIPAA 1 2 1 2 1 2 1 -1 1 5. 1.50 Fuf
COBRA 1 1 1 1 1 2 1 1 1 1 110 ¢
JADA 1 1 1 2 1 2 1 1 1 3 1.31
Paid Time Off 2 2 1 1 1 1 1 1 1 2 118
Recordkeeping .
Retiree Benefiis 1 1 1 1 1 1 1 1 1 4 1.21
403(by Administration 1 2 1 1 1 1 1 1 1 5 1.33
Tuition Remission 1 1 1 1 1 b 1 1 1 2 187 [l
Forgivable Loans 1 1 1 3 1 1 1 1 1 3 128 {0
Part-Time Faculty Medical 1 3 2 1 1 1 1 1 1 3 1.34 i
Benefits e
Retiree Medical Benefits 1 2 2 1 1 1 1 1 1 3 1.29 [ae
Partially Paid by Retirees ‘ v

Legal (General Counsel) |Grievance Administration 1 1 2 1 1 3 . 1 1 3 144 |




Whistieblower Policy /
Ethics Hotline

Community Coliege of Philadelphia
infernal Audit Risk Assessment

Auditable Units, Risks and Risk Assessment Scoring

Weighted |

Average

Right to Know Requests

1.54

Outsourced Legal Work

P 1y Y

1.30




Community College of Philadeiphia
Internal Audit Risk Assessment

Auditable Units, Risks and Risk Assessment Scoring

Weighted |

Average

1.00

Emergency Preparedness|Disaster Recovery Plan

Business Continuity Plan
SendWordNow 1

Security Operations

Clery Act 1 1 1




Community College of Philadelphia
Internal Audit Plan - July 1, 2016 to June 30, 2018

Risk Explanation /

Risk
Functional Area Rating Reason for Audit Fiscal Year
Financial Audits
: Determine controls over
Colonial One Card L [prepaid card program 2017
Verify controls for
Check Requests - Vendors L {payments to vendors 2018
Verify controls for
: reimbursements to
Check Requests - Emplovees L |employees 2018
Determine compliance with
Purchasing Cards M |purchasing card policies 2018
Determine controls over
: payments to retirement
40Q3(b) Transactions * L savings vendors 2018
Operational Audits '
Determine controls over
employee requests related
403(b) Administration * L [to retirement savings 2018
Determine controls and
Part-Time Faculty Medical accuracy of only benefit
Benefits L ifunded entirely by staff 2017
Determine management's
level of preparation for
Business Continuity Plan M |business interruption 2017
Peli Grants - Appeal Process for Determine compliance with
Academic Progress M |requirements 2017
_ Compliance with Veterang'
Veterans' Resource Center M  |Education Benefits Laws 2018
Ensure risks are controlled
Off Campus Programs - DACE, / minimized in remote 2017
Workforce Development M |locations 2018
Compliance
50th Anniversary Scholarship Determine compliance with
Program M__ jrequirements 2017
Family Educational Rights and Compliance with FERPA
Privacy Act M  |regulations 2017

Confidential




Community College of Philadelphia
Internai Audit Plan - July 1, 2016 to June 30, 2018

Risk 'Exbla_nation /

Risk
_Functional Area Rating Reason for Audit Fiscal Year
Determine compliance with
State Recruiting Regulations M__|regulations / restrictions 2017
Determine compliance with
policies, procedures and
Family Medical Leave Act L. [reguiations 2018
Compliance with
procedures and controls to
pay tuition based on
Residency Verification L |residency 2018
Compliance with
procedures and controls
Forgivable Loans . |for such loans 2018
Compliance with law and
Clery Act M |required disclosures 2017
IT Audits '
Determine adequacy of
readiness and periodic
Disaster Recovery Plan M |testing 2017
Non-ITS Administered Software Determine adequacy of
Programs M |administration controls 2017
Determine adequacy of
controls for systems
Network Security l. laccess 2018
Administrative
Follow Up on Prior issues Ongoing
Committee Meetings (Grants,
Data Breach, EMT, external
audits/reviews) Cngoing

Confidential
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