MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Friday, September 28, 2018 — 10:00 a.m.

Present: Mr. Anthony J. Simonetta, Mr. Jeremiah White, Donald Generals, Ed.D., Ms.

Suzanne Biemiller (via telephone), Mr. Jacob Eapen, Mr. Gim Lim, Mr. Robert
Lucas, Victoria Zellers, Esq.; and representing Grant Thornton: Mr. Brian Page
(via telephone), Ms. Angelica Roiz and Ms. Dianne Arsenault.

Not Present: =~ Mr. Matthew Bergheiser, Mr. James P. Spiewak, and presenting the Meridian

1.

Group: Mr. Anthony B. Scott

AGENDA — PUBLIC SESSION

Approve Minutes of Audit Committee Meeting on June 21, 2018 (Action
Item):

Action: Mr. Simonetta asked for a motion to approve the June 21, 2018 Audit
Committee meeting minutes (Attachment A). Ms. Biemiller made the motion. Mr. White
seconded the motion. The motion passed unanimously.

2017-18 Fiscal Year Audit Report (Action Item):

Attachment B and Attachment C contain audit results for the 2017-2018 fiscal year
made by Mr. Brian Page, Engagement Partner; Ms. Angelica Roiz, Senior Manager; and
Ms. Dianne Arsenault, Manager from Grant Thornton. Mr. Simonetta requested Mr. Page
to provide a walk-through of the draft financial statements so the Committee Members
can get an appreciation for what is included. Mr. Page began the discussion by apologizing
for the delay in providing a draft of the statements to the Committee Members noting the
additional time required on both sides to prepare the draft. The adoption of GASB 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions
was nhoted on the Report of Independent Certified Public Accountants section. The College
elected a single year presentation of the financial statements since it was the first year of
the adoption.

Mr. Page proceeded to provide an overview of the Statement of Net Position. New
this year was the bond proceeds of $16 million, which was appropriately classified under
Noncurrent assets as required by GASB. Capital assets decreased slightly as depreciation
exceeded acquisition of new assets. Deferred outflows of resources decreased by about
$900,000 from the loss of debt refinancing. Mr. Jacob noted the College will, however,
experience overall savings over time from the refunding after taking the loss into
consideration. Mr. Page noted that current liabilities were consistent with the previous
year. Mr. White asked for clarification on the unearned revenue item. Mr. Page explained
it included mainly tuition and grants. He continued to highlight long-term debt increasing
by about $8 million and unamortized bond premium increasing by $1.4 million. The



increase in deferred inflows resulted primarily from the adoption of GASB 75. Mr.
Simonetta asked whether our rating agency has been notified of the impact of GASB 75.
Mr. Eapen mentioned that Moody’s was briefed during discussions related to the 2018
bond issue. Ms. Biemiller asked whether management had determined at what point in
time the payment of the Other Postemployment Benefits (OPEB) liability would become a
major challenge.

Mr. Page mentioned that the College has a “pay as you go” plan and the expenses
will increase as more eligible employees retire. Mr. Eapen added that the postemployment
benefits are covered by the Rule of 77 in the Collective Bargaining Agreement. Revenues
from tuition and fees increased slightly due to the $6 per credit tuition increase during the
year. Expenses were lower than the previous year mainly from instructional and
miscellaneous savings. Capital appropriation increased due to the College’s decision to
apply more of the City’s appropriation to capital instead of operating funds. When asked
by Mr. Simonetta, Mr. Eapen confirmed that once the decision is made to apply the City’s
appropriation to capital, it cannot be reversed. Mr. Page continued the walk through the
financial statements covering deposits and investments, accounts receivables, allowance
for doubtful accounts, capital assets, debt and noted that the College’s ending cash
position improved by about $1 million. On the question of service cost in Note H., Mr.
Page explained that was the OPEB expense computed by our actuaries. A brief discussion
was held related to the interaction between the College’s and Grant Thornton’s actuaries,
wherein Ms. Roiz indicated the Grant Thornton actuaries were comfortable with the
assumptions used in the calculation of the OPEB liability. On the Supplementary
Information section, Mr. Page informed the Committee of the additional disclosures
required by GASB 75. Mr. White had a question on the ratio between short-term
investments versus long-term investments. Mr. Page mentioned that while it was not in
their area of review, he believes it was not far off from the industry.

With no further questions on the financial statements, Ms. Roiz proceeded with
the 2018 Audit Wrap-Up Presentation. She proceeded reviewing communications, roles
and responsibilities for the financial statements including the auditors, the Board (and
Audit Committee).

Ms. Roiz then discussed the audit timeline, scope and areas of significant risk.
Specifically, Grant Thornton considered GASB 75 as a significant risk and appropriately
engaged their internal actuarial service group to review the assumptions, discount rates
and the general work performed by Clarity in Numbers, the actuaries engaged by the
College. Grant Thornton also tested the data the College provided to Clarity in Numbers
to ensure completeness and accuracy.

Ms. Arsenault then provided an overviewed of other areas of focus and the use of
technology support as part of the audit process. Their area of focus were systems related
to output of the financial reports. Further discussions on system controls were moved to
Executive Session.

Mr. Page then selected two upcoming pronouncements from the presentation for
discussion. GASB 83 relates to certain asset retirement obligations. As an example, Mr.
Page mentioned that GASB 83 does not cover existing asbestos unless the College is
performing renovations or remediation. GASB 87 will require the College to capitalize
leases. The College will recognize a lease liability and an intangible right-to-use lease
asset. GASB 87 will replace the current practice of classifying leases as ‘operating” or
‘capital’ based on certain tests. On the industry outlook, Mr. Page mentioned that Moody’s
outlook has shifted to ‘Negative’ from two years of ‘stable’. The reasons for the shift were



listed on the handout. There was a brief discussion on regulatory changes affecting
enrollment and work force development. There were no further questions.

Action: Mr. White made a motion to recommendation to accept the 2017-2018
Grant Thornton Financial Statement Audit to the full Board of the College. Ms. Biemiller
seconded. The motion passed unanimously.
*Please note that the 2017-2018 Financial Statements are appended separately to the
minutes.

. Internal Audit Plan (Information Item):

Mr. Lucas provided a report on the status of the 2016-2018 Audit Plan and an
update on the 2018-2020 Internal Audit Plan. He provided a copy of a summary report
of activities since the last Audit Committee meeting. Mr. Lucas stated that, since the last
meeting, he had issued two draft audit reports, is working on another audit, and noted
two other audits for which he expects to complete the audit work by the end of the year.

Mr. Lucas also informed the Committee that the proposed 2018-2020 Internal
Audit Plan he had provided to them at the June 2018 meeting had been approved by
senior management. He had included a copy of the approved Internal Audit Plan in the
advance materials sent to the Committee Members. Mr. Lucas noted that the approved
version was the same as the proposed one with the exception of a timing change for two
of the audits listed in the plan.

Mr. Simonetta asked Mr. Lucas if he considers the cyber-related risks to the College
within the planning and performance of the internal audits. Mr. Lucas noted that there
are usually several IT internal Audits on the audit plan each period and that management
is well aware there are constant risks related to the IT environment, as there are across
all colleges and all companies. Mr. Lucas noted that the recent audits of the Emergency
Operations Plan and the Disaster Response and Recovery Plan included findings related
to the College’s plans for responding to cyber-attacks.

Mr. Lucas also provided a brief summary of the status of the Internal Audit Follow
Up Matrix, which also had been sent to the members in advance. This spreadsheet lists
previously issued audit comments, the related action plans to be performed by
management and a target date for the actions. Mr. Lucas stated that two of the action
plans were shaded indicating the actions taken by management that had been completed
since the last meeting. Mr. Lucas had noted earlier in the meeting that the comments
and actions in the issued draft audit reports would be added to this matrix as soon as the
audit reports were finalized with management responses.

The Public Session of the Audit Committee meeting was then adjoined.



4. March 2019 Meeting Date (Information Item):

The next meeting will be to discuss the results of the College’s Uniform Guidance
Audit. This meeting is tentatively scheduled for the month of March, since the deadline
to submit the results to the Department of Education is March 31 of each year.

EXECUTIVE SESSION

An Executive Session was held with Audit Committee, the College staff and the
independent auditors in attendance. The Committee also met separately with the Internal Auditor
and separately with the independent auditors.

GSL/lh
Attachments

cc: Dr. Donald Generals
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



ATTACHMENT A

Minutes from June 21, 2018
Audit Committee Meeting



MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Thursday, June 21, 2018 — 12:00 p.m.

Present: Mr. Anthony J. Simonetta, Mr. Jeremiah White, Mr. Matthew Bergheiser (via

Conference call), Donald Generals, Ed.D., Mr. Jacob Eapen, Mr. James P.
Spiewak, Mr. Gim S. Lim, Mr. Robert Lucas, and representing Grant Thornton:
Mr. Brian Page

Not Present:  Ms. Suzanne Biemiller, Victoria Zellers, Esq., and Representing the Meridian

(1)

(2)

Group: Mr. Anthony B. Scott

AGENDA — PUBLIC SESSION

Approve Minutes of Audit Committee Meeting on March 28, 2018 (Action Item):

Action: Mr. Simonetta asked for a motion to recommend approval of the March
28, 2018 Audit Committee meeting minutes (Attachment A). Mr. White made the motion.
Mr. Bergheiser seconded the motion. The motion passed unanimously.

2017-2018 Audit Process (Information Item):

Attachment B contains the formal presentation made by Mr. Brian Page,
Engagement Partner from Grant Thornton. Mr. Page began his discussion by reviewing
the information contained in slides two and three that addressed the responsibilities of
Grant Thornton and the responsibilities of the College’s Governance Team and
Management. Mr. White asked Mr. Page about the work performed in his practice of
auditing higher education institutions if any were relating to the awareness of
whistleblower tips or complaints. Mr. Page explained that they usually review the process
and outcomes. Based on past experience, there were a few of these complaints in other
higher education institutions and they are usually related to HR issues. Mr. Page
proceeded to provide an overview of the Audit Timeline and Scope for this year’s audit,
areas of focus, audit approach and discussed various topics including materiality, risks and
awareness of fraud, internal controls, and the use of work of others. Mr. White asked
about grants held by the Foundation. Mr. Page explained that the Foundation is considered
a component unit of the College and grant activities are reviewed based on inter-fund
transfers between the Foundation and the College.

On investments, Mr. Page explained that they will report to the Committee if they
find that investment activities are not in compliance with the College Investment Policy.
Mr. Page reported that GASB 75 relating to postemployment benefits will be implemented
for fiscal 2018. The full amount of the liability will be computed by the College’s actuaries.
The reasonableness of the assumptions used will be reviewed by Grant Thornton’s
actuaries. It is expected to be in excess of $172 million. It will be recorded in the opening
balances and prior year financial statements will not have to be restated. Mr. Page
continued to highlight the remaining GASB standards Attachment B. There were no further
questions for Mr. Page.



(3)

(4)

(5)

2018-2019 Budget Highlights (Information Item)

Mr. Eapen distributed copies of the 2018-2019 Fiscal Year Budget and Highlights
(Attachment C) previously provided to the Board of Trustees.

Internal Audit Update (Information Item):

Mr. Lucas provided an update on the 2016-2018 Internal Audit Plan. 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 (Attachment D). Mr. Lucas stated that, since the last meeting, he
had finalized two audit reports, issued one audit report, which is in the closing process
and has two other audits for which he expects the audit reports to be issued shortly.

Mr. Lucas also presented the Committee members with the Internal Audit Follow
Up Matrix. This spreadsheet lists previously issued audit comments, the related action
plans to be performed by management and a target date for the actions. Mr. Lucas stated
that 11 action plans were added to the matrix related to the recently finalized audit
reports, five of which were already marked complete based on the prompt actions of
management to address the recommendations.

Mr. Lucas also informed the Committee that he had solicited input from the Cabinet
members for the 2018-2020 Internal Audit Plan. He noted that a proposed plan has been
prepared for review by senior management and that he plans to present the proposed
plan at a Cabinet meeting in July. Mr. Lucas stated that he would inform the Audit
Committee members when the Audit Plan is approved and that he will send the final plan
to them soon after approval.

Next Meeting:

The next meeting of the Audit Committee will be held in September 2018.

EXECUTIVE SESSION

GSM/Imh
Attachments

CC:

Dr. Donald Generals

Mr. Jacob Eapen

Mr. Robert Lucas

Mr. Jim Spiewak

Victoria Zellers, Esq.

Representing Grant Thornton: Mr. Brian Page
Representing the Meridian Group: Mr. Anthony B. Scott
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ATTACHMENT D

2018-2020 Internal Audit Plan Status



COMMUNITY COLLEGE OF PHILADELPHIA

Date: September 24, 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:

Internal audit reports issued but not finalized:

o Emergency Operations (Business Continuity) Plan

¢ Draft internal audit reports issued to management:
o Non-ITS Administered Programs

o Pell Grant Appeals (by 9/26)

e Audits in progress to be completed shortly:

o FERPA

¢ Audits scheduled for the next calendar quarter:
o Purchasing Cards

o Clery Act

o Completed an update of the Internal Audit Follow Up Matrix

o Obtained approval of the 2018-2020 Internal Audit Plan from management

* k k k ok k%
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Community College of Philadelphia
Internal Audit Plan - July 1, 2018 to June 30, 2020

Risk Risk Explanation / Planned
Functional Area Rating Reason for Audit Fiscal Year | Quarter
Financial Audits
Determine controls over
Colonial One Card L prepaid card program 2020 4
Verify controls for
Check Requests - Vendors L payments to vendors 2019 4
Verify controls for
reimbursements to
Check Requests - Employees L employees 2019 4
Determine compliance with
Purchasing Cards M |purchasing card policies 2019 2
Determine controls over
payments to retirement
403(b) Transactions * L savings vendors 2020 2
Operational Audits
Determine controls over
employee requests related
403(b) Administration * L  [to retirement savings 2020 2
Determine controls and
Part-Time Faculty Medical accuracy of medical
Benefits L coverage paid by staff 2019 3
Pell Grants - Appeal Process for Determine compliance with
Academic Progress M [requirements 2019 1
Compliance with Veterans'
Veterans' Resource Center M |Education Benefits Laws 2020 3
Compliance
50th Anniversary Scholarship Determine compliance with
Program M [requirements 2019 3
Family Educational Rights and Compliance with FERPA
Privacy Act M  |regulations 2019 1
Determine compliance with
State Recruiting Regulations M |regulations / restrictions 2020 3
Determine compliance with
policies, procedures and
Family Medical Leave Act L regulations 2020 3
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Community College of Philadelphia
Internal Audit Plan - July 1, 2018 to June 30, 2020

Risk Risk Explanation / Planned
Functional Area Rating Reason for Audit Fiscal Year Quarter

Compliance with
procedures and controls to
pay tuition based on
Residency Verification L residency 2020 1

Compliance with
procedures and controls for

Forgivable Loans L such loans 2020 4
Compliance with law and

Clery Act M  |required disclosures 2019 2

IT Audits

Non-ITS Administered Software Determine adequacy of

Programs M  [administration controls 2019 1

Determine adequacy of
controls for systems
Network Security L access 2020 1

Administrative

Follow Up on Prior Issues Ongoing Ongoing

Committee Meetings (Grants,
Data Breach, EMT, external
audits/reviews) Ongoing Ongoing

Risk Ratings are Low (L), Medium (M), or High (H) based on a compilation of individually-rated risk
factors including: financial statement impact; transaction volume; public relations/reputation; student
satisfaction; legal/regulatory compliance; corporative initiatives; significant changes; known
problems/issues; staff/faculty satisfaction; and executive override.
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