MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Wednesday, March 28, 2018 — 12:00 p.m.

Present: Mr. Anthony J. Simonetta, Ms. Suzanne Biemiller, Mr. Jacob Eapen, Mr. Gim S. Lim, Mr.

James P. Spiewak, Mr. Robert Lucas, Victoria Zellers Esq., and representing Grant
Thornton: Mr. Brian Page and Ms. Angelica Roiz

Not Present:  Donald Generals, Ed.D., Mr. Matthew Bergheiser, Mr. Jeremiah White, & Representing

€y

@)

the Merdian Group: Mr. Anthony B. Scott

AGENDA — PUBLIC SESSION

Approve Minutes of Audit Committee Meeting on September 28, 2017 (Action Item):

Action: Mr. Simonetta asked for a motion to recommend acceptance of the September
28, 2017 Audit Committee meeting minutes (Attachment A). Ms. Biemiller made the motion. Mr.
Simonetta seconded the motion. The motion passed unanimously.

2016-2017 Uniform Guidance Audit (Action Item):

Mr. Brian Page provided an overview of the audit approach, governance and
management responsibilities, areas of focus and risk assessments. The audit process for
determining programs to audit resulted in the auditors including just the Student Financial
Assistance Cluster. Ms. Roiz mentioned that since they had reviewed a Career & Technical grant
last year, it was not required to be included this year. Mr. Page then reviewed the results of the
2016-2017 Uniform Guidance Audit, using the draft audited financial statements and
supplementary information included in Attachment B to these minutes. He reminded the board
that this supplementary audit begins on page 73. The other pages were already presented at
the previous meeting in September. He explained that the audit is a compliance audit, which
examines Federal Funding. He indicated that Page 73 of the report provides a schedule of the
College’s federal awards expenditures. Ms. Roiz explained that there were 12 compliance
requirements for each major program. Mr. Page stated that for each financial aid student
selected in the sample, the auditors performed numerous tests to determine eligibility. They are
also reviewed for proper submission of the Fiscal Operations Report and Application to
Participate (FISAP) report and tested for cash management procedures.

Mr. Page reported that the College continues to have no material weaknesses or
significant deficiencies as well as no issues of non-compliance. In short, the College has another
clean audit this year.

The Powerpoint Presentation to the Audit Committee provided by Grant Thornton is
included as an attachment to these minutes (Attachment C).

Action: Mr. Simonetta asked for a motion to recommend acceptance of the June 30,
2017 Uniform Guidance Audit Report. Ms. Biemiller made the motion. Mr. Simonetta seconded
the motion. The motion passed unanimously.



3)

Internal Audit Update (Information Item):

Mr. Lucas provided an update on the 2016-2018 Internal Audit Plan (Attachment D). He
provided a copy of a summary report of activities since the last Audit Committee meeting as
well as a copy of the Internal Audit Plan for the two-year period ending June 2018 to the
Committee members. Mr. Lucas stated that, since the last meeting, he had issued two draft
audit reports to management. Two audits are in progress and he expects to issue the reports in
April. They relate to business continuity and the second audit relates to systems administered
outside ITS purview.

Mr. Lucas also noted that, since the first year of the two-year Internal Audit Plan is nearly
over, he will be performing an informal risk assessment update by soliciting input from Cabinet
members and senior managers to determine if there are any new or significantly changed
functions that should be considered for possible addition to the remaining year of the Internal
Audit Plan due to the risks associated with those changes. Mr. Lucas noted that any such
changes he believes should be considered for inclusion in the Internal Audit Plan will be
discussed with Dr. Generals, Mr. Eapen and Dr. Gay for their review and approval. Any such
changes will be communicated to the Audit Committee at the June 2018 meeting.

Mr. Lucas also noted that he continues to work with management to obtain the status
of previously issued audit comments. He provided an updated version of the Internal Audit
Follow-Up Matrix to the Audit Committee, which included all audit report recommendations for
which management’s action plans are not yet completed as well as those for which
management’s action plans have been completed since the last Audit Committee meeting. The
completed items are shaded in grey on the matrix and also indicate the work management has
done to address the risks identified in their audited areas.

(5) Next Meeting:
The next meeting of the Audit Committee will be held in June 2018.
EXECUTIVE SESSION
GSM/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 & Ms. Angelica Roiz
Representing the Meridian Group: Mr. Anthony B. Scott



ATTACHMENT A

Minutes from September 28, 2017
Audit Committee Meeting



MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Thursday, September 28, 2017 — 12:00 Noon
M2-34 Conference Room

Present: Mr. Anthony J. Simonetta, Ms. Suzanne Biemiller, Mr. Matthew Bergheiser (via

telephone), Mr. Jacob Eapen, Mr. Gim Lim, 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)

Not Present:  Dr. Donald Generals, Jr. & Mr. Jeremiah White

1)

)

AGENDA — PUBLIC SESSION

Approve Minutes of Audit Committee Meeting on June 15, 2017 (Action Item):

Attachment A contains the minutes from the June 15, 2017 meeting. The
Committee was asked to review and approve the minutes.

Action: Since there were no questions, Mr. Simonetta asked for a motion to
recommend acceptance of the June 15, 2017 Audit Committee meeting minutes. Ms.
Biemiller made the motion. Mr. Bergheiser seconded the motion. The motion passed
unanimously.

2016-17 Fiscal Year Audit Report (Action Item):

Attachments B & C contain audit results for the 2016-2017 fiscal year. Mr.
Simonetta asked the Committee if they have any questions or comments on the financial
statements. Ms. Biemiller had a question on the flow of different funds and how they
relate to the foundation revenues. Mr. Lim explained that the money is first recorded in
the restricted fund and then moved to the unrestricted fund when it is spent. Ms. Biemiller
also wanted some clarification on how the grant revenues and expenses are recorded on
the College’s statement. Mr. Page explained that grants that faculty secure are recorded
as income in the restricted funds when received. Expenses are first paid out of unrestricted
funds and money is then moved from the restricted funds to the unrestricted funds. Mr.
Page confirmed that faculty grant expenses are kept separate from the Foundation’s
unrestricted dollars.

Since there were no questions, Ms. Roiz proceeded with the audit presentation.



Ms. Roiz began the discussion by reviewing the required communications, roles
and responsibilities for the financial statements including the auditors’ responsibilities, and
those charged with governance and management responsibilities.

Ms. Roiz mentioned that the auditors discussed the specific areas where they were
going to spend their time during the audit at the June 2017 meeting. There were no
material changes to their audit approach presented at that time. She then asked the
Committee whether they were aware of any fraud or suspected fraud or matters that are
relevant to their audit that have not been disclosed. The answer was a unanimous ‘No’.

Ms. Roiz then discussed the audit timeline and areas of focus of Grant Thornton’s
audit. Specifically, she mentioned materiality, reasonableness tests regarding tuition,
deferrals, receivables and management’s allowance for doubtful accounts, as well as
State and City appropriations, valuation of investments and related earnings, and recorded
pension liabilities.

Ms. Biemiller asked whether Grant Thornton had its own actuaries relating to the
reporting of postemployment benefits to which Ms. Roiz said yes. Mr. Simonetta asked
whether it was mainly to review the assumptions used in the computations. Ms. Roiz said
yes and they also reviewed the most recent data for any changes.

Ms. Roiz then discussed the Information Technology portion of the audit. The
audit team noted one finding that Ms. Roiz described as more of a recommendation. It
did not rise to the level of significant deficiency or material weakness. During a two-week
period when Mr. Lim was transitioning to his new role, he had system access to both
financial aid and accounting modules. The auditors performed internal testing and noted
no unusual access or transactions during this period.

Ms. Roiz presented the summary of audit adjustments. There were no significant
audit adjustments; however, there was one past unrecorded audit adjustment relating to
current and non-current accounting of a security deposit as outlined in the presentation.
This adjustment was considered a balance sheet re-class and is considered immaterial to
the College’s financial statements.

Mr. Roiz then stated that there had been no disagreements with management in
the preparation of the financial statements. The auditors were not aware of any
consultations with other accountants that would impact their audit and there were no
difficulties encountered in performing the audit. The audit team was very pleased with
how helpful and quickly management responded to their questions and points of inquiry.
She commented that they were able to perform an efficient and effective audit. They
found no material weaknesses or significant deficiencies in the 2016-2017 financial
statements.

Mr. Eapen mentioned that the Business Affairs Committee approved the creation
of a contingent liability at the suggestion of a Board of Trustee member.



3)

Several technical updates, projects, regulatory issues and upcoming accounting
pronouncements were pointed out to the Committee, which are outlined in the
presentation. Specifically, the new accounting pronouncements listed in Attachments B &
C were briefly discussed focusing on GASB 75, 80 & 81. Under GASB 75, which is effective
for fiscal years beginning after June 15, 2017, the College will be required to record the
full value of other post-employee benefit liabilities in their entirety. Currently, the College
is phasing this in over a thirty-year amortization period. Consequently, the College will
have a large decrease in its net assets going once implemented.

Mr. Eapen added that the staff had a discussion with Moody's earlier and it was
determined that the impact of GASB 75 should not affect the College’s bond ratings.

Under GASB 80, the College had to re-evaluate the current presentation of the
Component Unit Foundation to determine whether it should be blended into the College’s
financial statements for reporting purposes or continue to be presented separately. After
a careful review of the Foundation’s bylaws and governance and discussion with the Grant
Thornton team, it was determined that the College is required to continue reporting the
Foundation as a discrete unit.

Ms. Roiz then highlighted some industry updates regarding Moody’s outlook on
community colleges. Specifically, she mentioned that there is a stable outlook with modest
net tuition growth; almost one third of small colleges generated operating deficits in
FY2016, up from 20% three years ago.

Ms. Roiz provided a brief overview on GASB’s future financial reporting model.

Ms. Roiz then concluded her presentation with a brief industry update. She noted
that institutions are now more agile at meeting the challenges.

Action: Since there were no questions, Mr. Simonetta asked for a motion to recommend
acceptance of the 2016-2017 report of the auditors. Mr. Bergheiser made the motion.
Ms. Biemiller seconded the motion. The motion passed unanimously.

Internal Audit Plan 2016-2018 Year Update (Information ltem):

Mr. Lucas provided an update on the 2016-2018 Internal Audit Plan (Attachment
D). He provided a copy of a summary report of activities since the last Audit Committee
meeting as well as a copy of the Internal Audit Plan for the two-year period ending June
2018 to the Committee members. Mr. Lucas stated that, since the last meeting, he had
issued one finalized audit report, has another audit report in the closing process and has
an additional audit near completion.

Mr. Lucas also noted that he had issued a memo to management of internal control
observations and recommendations related to a financial investigation he performed and
reported to the Audit Committee at the previous meeting.

Mr. Lucas also presented to the Committee members the Internal Audit Follow Up
Matrix. This spreadsheet lists previously issued audit recommendations, the related action
plans to be performed by management and a target date for the actions. Mr. Lucas
provided an overview of the matrix including the completion of a number of action plans



since the last meeting, and the need to extend target dates for some of the actions based
on vendor issues, contract timelines and budget limitations.

(5) March 2018 Meeting Date (Information Item):
The next meeting of the Audit Committee will be scheduled in February 2018. At
that time, the Committee will discuss the 2016-2017 A-133 audit report.
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. The Committee met with both the Internal and Independent Auditors in
Executive Session.
GM/Ih
Attachments
cC: Dr. Donald Generals, Jr.

Mr. Jacob Eapen

Mr. Robert Lucas

Mr. Jim Spiewak

Victoria Zellers, Esq.

Representing Grant Thornton: Mr. Brian Page, Ms. Angelica Roiz
Representing the Meridian Group: Mr. Anthony B. Scott
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ATTACHMENTD

2016-2018 Internal Audit Plan Status



COMMUNITY COLLEGE OF PHILADELPHIA

Date: March 28, 2018
To: Audit Committee Members
From: Robert Lucas, Internal Auditor

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

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

e Draft internal audit reports in the closing process include:
o Disaster Recovery Plan

o DACE CBO Remote Sites (2017 / 2018)

e Audits in progress to be completed shortly:
o Business Continuity (Emergency Operations) Plan

o Non-ITS Administered Programs

e Completed a full update of the Internal Audit Follow Up Matrix (provided at this
meeting).

* ok ok ok kk ok



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

Risk Risk Explanation /
Functional Area Rating Reason for Audit Fiscal Year Stage
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 - Employees L employees 2018
Determine compliance with
Purchasing Cards M |purchasing card policies 2018
Determine controls over
payments to retirement
403(b) Transactions * L savings vendors 2018
Investigation 4/17 - Related
Controls N/A 7
Operational Audits
Determine controls and
procedures related to
textbook selection process
Royalty Payments from and funds received from
Publishers N/A [publishers 2017 7
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 |funded entirely by staff 2017
Determine management's
level of preparation for
Business Continuity Plan M |business interruption 2017 4
Pell Grants - Appeal Process for Determine compliance with
Academic Progress M |requirements 2017 2
Compliance with Veterans'
Veterans' Resource Center M  |Education Benefits Laws 2018
Ensure risks are controlled
Off Campus Programs - DACE, / minimized in remote 2017 6
Workforce Development M |locations 2018 5
Compliance
50th Anniversary Scholarship Determine compliance with
Program M |requirements 2017
Family Educational Rights and Compliance with FERPA
Privacy Act M |regulations 2017 2

Confidential

3/28/2018




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

Risk Risk Explanation /
Functional Area Rating Reason for Audit Fiscal Year Stage
Determine compliance with
State Recruiting Regulations M __[regulations / restrictions 2017
Determine compliance with
policies, procedures and
Family Medical Leave Act L |regulations 2018
Compliance with
procedures and controls to
pay tuition based on
Residency Verification L residency 2018
Compliance with
procedures and controls
Forgivable Loans L for such loans 2018
Compliance with law and
Clery Act M |required disclosures 2017 1
IT Audits
Determine adequacy of
readiness and periodic
Disaster Recovery Plan M |testing 2017 5
Non-ITS Administered Software Determine adequacy of
Programs M |administration controls 2017 1
Determine adequacy of
controls for systems
Network Security L access 2018
Administrative
Investigation 4/17 N/A Complete
Follow Up on Prior Issues Ongoing
Committee Meetings (Grants,
Data Breach, EMT, external
audits/reviews) Ongoing
Stage:
Risk Assessment / Plahning 1
Announcement / Contact 2
Opening Meeting Held 3
Fieldwork 4
Draft Report Issued 5
Closing Meeting Held 6
Final Report Issued 7

Confidential

3/28/2018
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