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MEETING OF AUDIT COMMITTEE 

Community College of Philadelphia  
Thursday, March 21, 2013– 12:00 Noon 

 
 
 

TO: Audit Committee of the Board of Trustees 
 
FROM: Todd E. Murphy 
 
DATE: March 15, 2013 
 
SUBJECT: Committee Meeting 
             
 
A meeting of the Audit Committee will be held on Thursday, March 21, 2013 at 12:00 noon 
in the College’s Isadore A. Shrager Boardroom, M2-1 (located on the 2nd floor of the 
Mint Building).  Lunch will be provided for the meeting. 
 

 
 

AGENDA – PUBLIC SESSION 
 

 
(1)  Approve Minutes of Audit Committee Meeting on September 25, 2012  

(Action Item): 
      
Attachment C contains the minutes from the September 25, 2012 meeting.  The 
Committee is asked to review and approve the minutes. 

 
 

 (2) 2011-2012 A-133 Audit Report (Information Item): 
 
The A-133 audit draft is provided in Attachment A. The A-133 Audit Report 
begins on page 46.  Pages 1 to 45 contain the Financial Statements reviewed and 
accepted by the Board on October 4, 2012.   Ms. Chris Chepel and Mr. Arthur 
Ayres of KPMG will present the 2011-12 A-133 audit results.   Four major 
programs were reviewed.  During the course of the audit, five specific 
recommendations were developed.  However, four of the recommendations are 
repeat findings from the 2010-11 A-133 Audit because the grant activity crossed 
fiscal years.   The repeat findings occur as a result of the timing for the 2010-11 
Audit Report and the College’s subsequent implementation of the 
recommendations.   The corrective action plans for the 2010-11 Audit findings 
were accepted by KPMG and implemented in March of 2012 for both the  
“Pathway’s Out of Poverty Grant,” which crossed fiscal years and ended on 
January 28, 2012 and the “Predominately Black Institutions” (PBI) grant which 
crossed fiscal years and ended on September 30, 2012.   
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The audit recommendations are as follows: 
 
• (2012-01) The College should implement policies and procedures that 

ensure the accuracy of reporting data to the National Student Loan 
Clearinghouse (NSLC). 
 

• (2012-02 thru 2012-04) These recommendations are repeated from the 
2010-11 A-133 Audit regarding the “Pathways Out of Poverty Grant.”  No 
further recommendation is made since the corrective action plan was 
implemented as of March 2012. 

 
• (2012-05) This recommendation is also repeated from the 2010-11 A-133 

Audit regarding the “Predominately Black Institutions (PBI) Grant.”  No 
further recommendation is made since the corrective action was implemented 
March 2012.    

 
The College concurs with all five of these recommendations. The College’s 
response to each recommendation is included in Attachment B.   

 
 
(3) 2012-2013 Budget Update (Information Item): 

Staff will provide an overview of the College’s current budget status for fiscal 
year 2012-13.  A handout will be provided and discussed at the meeting.   
 
 

(4) Next Meeting: 

The next meeting of the Committee will be held in June.  The proposed meeting 
date is Wednesday, June 26, 2013 at 12:00 noon. 

 
 
 

EXECUTIVE SESSION 
 

 Staff will meet separately with the Audit Committee members. 
 
TEM/lmh 
Attachments 
 
cc: Dr. Stephen M. Curtis 
 Dr. Thomas R. Hawk 
 Jill Garfinkle Weitz, Esq. 

Mr. James P. Spiewak 
 Mr. Gim Lim 

Mr. Waverly Coleman 
Dr. Wayne Wormley 
Mr. Daniel Robb 
Dr. Samuel Hirsch 
Representing KPMG:  Ms. Chris Chepel and Mr. Arthur Ayres 









































































































































 

 

 

 

 

 

 

 

 

ATTACHMENT B 
COLLEGE’S RESPONSE   



 

 
 
 
 
 
 
 

COMMUNITY COLLEGE OF PHILADELPHIA 
 

JUNE 30, 2011 A-133 AUDIT REPORT 
 

INSTITUTIONAL CORRECTIVE ACTION PLAN 
 
 
FINDING: 2012-01  84.268   Compliance Requirement: Enrollment Reporting (FFEL 
and Direct Loan) 
 
 
RECOMMENDATION: 
We understand that the College has corrected the system error that resulted in the 
inaccurate reporting. However, we recommend that the College develop policies and 
procedures to verify the accuracy of reporting to the NSLC before data is submitted for 
processing.  
 
 
COLLEGE RESPONSE: 
The College concurs with this finding.  A customized query was used to generate the 
electronic file for Enrollment Reporting. On November 11, 2011 a revised query was 
placed in production. The programming edits in this revised query inadvertently affected 
the computation of some students’ certain enrollment statuses. 
 
 
 
CORRECTIVE ACTION PLAN: 
A new report was created by Information Technology Services in November 2012. The 
report has been tested and access to the file is restricted to authorized staff only. An 
approval process and testing plan is in place to ensure accuracy of future updates, 
modifications and transmissions. The Director of Student Records and Registration will 
have overall report supervision of the submission process. 
 
  



FINDING: 2012-02  17.275  ARRA – Program of Competitive Grants for Worker 
Training and Placement in High Growth and Emerging Industry Sectors 
(Pathways Out of Poverty)  
 
 
RECOMMENDATION: 
We have no further recommendation as the program ended effective January 28, 2012. 
 
 
COLLEGE RESPONSE: 
The College concurs with this finding.  However, it should be noted that the necessary 
corrective action was immediately implemented once the College was made aware of 
the condition. 
 
 
CORRECTIVE ACTION PLAN: 
No further action considered necessary. 
 
  



FINDING: 2012-03  17.275  ARRA – Program of Competitive Grants for Worker 
Training and Placement in High Growth and Emerging Industry Sectors 
(Pathways Out of Poverty)  
 
 
RECOMMENDATION: 
We have no further recommendation as the program ended effective January 28, 2012. 
 
 
COLLEGE RESPONSE: 
The College concurs with this finding.  However, it should be noted that the necessary 
corrective action was immediately implemented once the College was made aware of 
the condition. 
 
 
 
CORRECTIVE ACTION PLAN: 
No further action considered necessary. 
 
 
  



FINDING: 2012-04  17.275 
ARRA – Program of Competitive Grants for Worker Training and Placement in 
High Growth and Emerging Industry Sectors (Pathways Out of Poverty)  
 
 
RECOMMENDATION: 
We have no further recommendation as the program ended effective January 28, 2012. 
 
 
COLLEGE RESPONSE: 
The College concurs with this finding.  However, it should be noted that the necessary 
corrective action was immediately implemented once the College was made aware of 
the condition. 
 
 
CORRECTIVE ACTION PLAN: 
No further action considered necessary. 
 
 
  



FINDING: 2012-05  84.031 
Higher Education Aid (Predominantly Black Institutions Formula Grant) 
 
 
RECOMMENDATION: 
We have no further recommendation as corrective action was implemented in March 
2012.  
 
 
COLLEGE RESPONSE: 
The College concurs with this finding.  However, it should be noted that the necessary 
corrective action was immediately implemented once the College was made aware of 
the condition. 
 
 
CORRECTIVE ACTION PLAN: 
No further action considered necessary. 
 
 



 
 
 
 
 
 

ATTACHMENT C 
MINUTES FROM SEPTEMBER 25, 2012 

AUDIT COMMITTEE MEETING 
  



 
 

MEETING OF AUDIT COMMITTEE 
Community College of Philadelphia  

Tuesday, September 25, 2012– 9:00 A.M. 
 

Present: Mr. Richard Downs, presiding; Ms. Dorothy Sumners Rush, Mr. Gil Wetzel, Mr. 
Jeremiah White, Ms. Varsovia Fernandez, Dr. Stephen M. Curtis, Dr. Thomas R. 
Hawk, Ms. Elaine Kosieracki, Mr. Todd Murphy, Mr. James P. Spiewak, and 
representing KPMG:  Ms. Chris Chepel and Mr. Arthur M. Ayres, Jr. 

 
AGENDA – PUBLIC SESSION 

 
(1) 2011-12 Final Budget Results (Information Item): 
 

Staff provided an overview of the College’s budget results for fiscal year 2011-12.  The 
results were favorable.  The originally approved budget for the 2011-12 fiscal year had a 
projected use of $2.4 million of carry-over funds.  Based upon the combination of very tight 
management of the College’s budget throughout the fiscal year and key savings in certain 
budget areas, the College was able to end the year with a budget surplus of $600,000.  A 
transfer of $500,000 was made to the plant fund for campus expansion projects and, as a 
result, the net operating budget surplus is $100,000.  

 
Credit enrollments were 2.0 percent (321 FTEs) lower than was budgeted for the 2011-

12 year.  Non-credit FTEs were 177 or 18 percent lower than budgeted.  Mr. Spiewak noted 
that the lower non-credit FTEs was not a financial issue.  Most of the non-credit programs are 
adult literacy programs that the College offers at a net cost to the College. 

 
Revenues were down in the tuition and fee categories by approximately 2 percent due 

to the lower enrollment level.  City funds used for operating purposes were $144 thousand 
lower than budgeted due to an unplanned capital expense associated with a mechanical 
contractor at the Pavilion Building for which City dollars were used.  Investment income was 
$342 thousand higher than budgeted as a result of gains in the longer-term TIAA-CREF 
investment portfolio. 
 
 Operating expenses for the year were $3.7 million less than budgeted.  Several key 
steps were taken during the course of the year to reduce the expenditure level.  The College 
spent less on full-time administrative and classified salaries than budgeted due to the mid-year 
hiring freeze that was put into place.  This contributed to an overall reduction in salary 
expenditures of $958,000.  Medical self-insurance costs were $1.6 million less than budgeted.  
The actuarial estimates for projected healthcare expenses made by the College’s healthcare 
consultant at the beginning of the fiscal year were higher than the College’s actual expenses.  
Unused vacation expense was $296,000 less than budgeted.  Compared to prior years, fewer 
employees kept their vacation banks at the maximum allowed.   
  

Facilities expenses were $587,000 less than budgeted as a result of the reduced costs of 
the College’s night-time cleaning contract and significant reductions in the College’s electrical 
and natural gas costs.   
 



Insurance costs were $282,000 greater than budgeted.  This was the result of prior-year 
slip and fall awards which required the College to pay deductible amounts not covered by the 
College’s liability insurance.  The incidents causing the expense occurred three and four years 
ago.  As of now, there are no significant claims for this year.  Mr. Spiewak noted that the 
College faces about five to ten claims a year, where an individual will engage an attorney.  
Legal costs were $66 thousand greater than budgeted.  This increase was primarily related to 
legal expenses associated with collective bargaining, the current construction projects, and 
costs incurred with resolving Educator Legal Liability claims.  
 

All other operating expenditures were $1.25 million less than budgeted.  This occurred 
as a result of comprehensive strategies that were pursued throughout the year to reduce levels 
of expenditure in discretionary areas.  Overall, expenditures were $4.7 million less than 
originally budgeted. 

 
Mr. Downs asked about the increase in the tuition write-off amount.  Mr. Spiewak 

explained that there would be an expected normal increase due to the increase in tuition and 
fees.  In addition, there was growth in the programs like the City Employee and Opportunity 
Now programs where the College provides free or discounted tuition.  Dr. Hawk explained that 
tuition payment default rates are tracked on a monthly basis and no significant increase in the 
default rate had occurred.  The College maintains an aggressive write off policy, where 
uncollected student balances are written off completely by the end of the third year.  However, 
the College does continue active collection efforts after the receivables are written off.  One of 
the problems that many community colleges face is recording large amounts of student 
receivables and not writing them off.  This creates large receivables assets that cannot be 
collected and, as a result, misrepresent their financial condition in financial reporting.  The 
College decided many years ago not to permit this situation and, as a result, developed the 
short-period write-off policy. 
 

(2) 2011-12 Fiscal Year KPMG Audit Report (Action Item): 

Ms. Chepel and Mr. Ayres reviewed the results of the 2012 audit using the presentation 
provided in Attachment A.  They began with the required communications between KPMG, 
Management and the Audit Committee.  Mr. Ayres explained that no significant or unusual 
transactions were found and that accounting policies have been consistently applied. 
Management’s judgments and estimates that are significant are listed in the attached 
presentation.  There was a long discussion regarding the GASB 45 Standard OPEB (Other Post 
Employment Benefit) liability and how this value for post-retirement healthcare benefits is 
calculated.  Several of the assumptions made when the actuarial assessment is undertaken 
create significant debate about the validity of the accrual amount.  Ms. Chepel reminded the 
Committee that the GASB (Governmental Accounting Standards Board) is considering a new 
standard that would require the entire amount of the OPEB liability to be placed on the balance 
sheet and discontinue the amortization over 30 years.  However, it is likely that the amount of 
expense will not be as great as presently reported due to the emergence of the “deferred 
outflow of resources” reporting concept.  This concept means that the liability is not intended to 
be paid out within the current assets.  KPMG anticipates the new standard will be effective by 
2015.   
  



 
Mr. Downs asked if it is logical to have such a large liability based on so many 

assumptions on the balance sheet.  Specifically, he asked if KPMG is comfortable with the value 
recorded.  Ms. Chepel stated that KPMG believes the underlying assumptions are reasonable 
and meet the GASB standard.  Ms. Chepel recommended that for the 2013 fiscal year that 
KPMG and management review all the assumptions and see if there are any adjustments that 
should be made.   

 
Mr. Downs asked that, as a result of GASB 45, if there was any risks in having negative 

net assets reported at some point in the future.  Dr. Hawk explained that Moody’s rating agency 
was not currently concerned and had reaffirmed the College’s A1 bond rating in Spring 2012.  
The most important potential budget issue for the College with reporting negative net assets in 
the future could be to increase the cost of borrowing.   

 
Mr. Ayres reviewed the audit process and explained there were no audit adjustments, no 

uncorrected misstatements, and no disagreements with management in this year’s audit.  Ms. 
Chepel noted that the KPMG actuary feels that the discount rate used to calculate the OPEB 
liability should be 4 percent instead of 5.  Historically, the College has received a 5 percent rate 
on return for its longer term investments.  However, changes have occurred in actuary 
standards that require looking at future as well as past returns.  Current financial market 
conditions lead KPMG to feel that 4 percent is more appropriate.  This change would have an 
effect on the actual expense the College recorded for the year.  However, since the net change 
is de minimus and not material, KPMG will pass on the adjustment of having the College record 
the change in expense for the 2012 year.   

 
Mr. Ayres reminded the Committee that as part of the audit process, KPMG will issue a 

representation and management letter that will outline any observations and recommendations.  
The College had no audit findings, no material weaknesses and no significant deficiencies in this 
year’s audit.  Ms. Chepel explained, once the financial statement audit is complete and the 
financial statements are issued to the City by September 30, KPMG will begin focusing on the 
State Agreed Upon Procedures Enrollment Audit and the OMB Circular A-133 audit. 

 
Ms. Chepel reviewed the major program selections for the Federal Single OMB A-133 

audit and explained they were able to reduce the number of programs selected down from 
seven because of positive College performance in past audits.  There are only four Federal 
programs that will need to be audited this year.  Pathways out of Poverty Grant, Predominantly 
Black Institutions Formula Grant, Trade Adjustment Assistance Community College and Career 
Training Grant (TAACCCT), and the Student Financial Aid Cluster.  The student Federal Financial 
Aid program will always be audited due to its size.  

 
Mr. Murphy reviewed a handout reporting key changes in assets, liabilities and net 

assets that are reported in the 2011-12 Financial Statements, and explained the factors that 
resulted in the larger year-to-year changes in the College’s financial accounts. Attachment B 
contains the handout used in making the presentation.  Reasons for changes in accounts are 
provided in the attachment. 
 

Action:  Mr. Downs asked for a motion to recommend acceptance of the 2011-2012 
Financial Statements and KPMG Audit Report to the Board (Attachment C).  Mr. Gil Wetzel 
made the motion.  Ms. Sumners Rush seconded the motion.  The motion passed unanimously. 

 



(3) Audit Committee Self-Evaluation (Information Item): 
 

Mr. Downs briefly discussed the Committee’s self-evaluation questionnaire results 
provided with the agenda.  He noted that the responses were favorable and reminded the 
Committee of the role of the Audit Charter which is to be used as a guide to the Committee’s 
mission statement on an ongoing basis. Ms. Chepel noted that the question pertaining to the 
use of outside experts refers to the Audit Committee hiring an outside expert.  This usually 
occurs only when a forensic expert is needed.  Ms. Chepel noted that the question was focused 
on the Committee’s empowerment to hire an expert if necessary.  The survey results indicate 
that the Committee feels empowered to act on any issues that need to be investigated.  A 
second issue raised by the survey dealt with executive sessions being conducted in an effective 
manner.  Mr. Downs requested that all future agendas contain an Executive Session.  It was 
agreed that participation in these sessions will alternate among management, the internal 
auditor, and the outside auditor.  The final question of concern dealt with professional 
development of Committee members.  Ms. Chepel indicated that she can provide members with 
any information on seminars or webinars that KPMG produces that might be of interest.  She 
will email members information on opportunities to the Committee as they become available. 
 
 
(4) Internal Audit Plan Update (Information Item): 
 
 Ms. Kosieracki reported that Dr. Curtis requested her to review the College’s Clery Act 
reporting.  The Clery Act is also known as the Disclosure of Campus Security Policy and Campus 
Crime Statistics Act.  Specifically, she will confirm that all part I crimes are reported to the 
national database.  Her review will cover compliance for 2010, 2011 and 2012.  Dr. Curtis 
explained that he had requested that Ms. Jill Weitz, College General Counsel, review the Penn 
State Freeh report to see if there are best practices or recommendations that the College could 
implement to strengthen its compliance.  Ms. Weitz made two recommendations.  The first was 
using the internal auditor for monitoring Clery Act compliance.  The second was developing a 
formal Child Abuse Policy.  Dr. Curtis explained that he planned to review the General Counsel’s 
recommendations with the full Board of Trustees.  He also noted that he is also asking the 
Internal Auditor to look at other areas of College compliance such as Title IX.  The goal is to 
ensure that the College is consistently meetings its legal and moral obligations. 
 

Ms. Kosieracki noted that she had followed up on her earlier Culinary Arts Program 
audit. Originally there was an issue with budget control in the old instructional facility.  
However, with the move to the new facility, they have been able to reduce inventory levels as a 
result of better storage options.  They have also streamlined ordering by developing menus 
prior to the start of the semester.  There is, however, still a need to document policies and 
procedures and resolve some issues with space security. 

 
Ms. Kosieracki reported that the she did some preliminary audit work on the TAACCCT 

Grant and reviewed the practices set up by the grant accountants for the 14 community 
colleges. She reviewed the file structure and stated it complies with grant requirements.  Ms. 
Kosieracki noted that there was a Veteran Benefits external audit recently completed.  She is 
still waiting for the report from the outside agency and will report back on any issues raised 
once the report is received.  After the external review results are received, she will determine if 
any additional internal audit effort will need to be completed.   

 



The next area under review will be the Center on Disability Audit.  This will start after 
the move to their new space is completed. Finally, the construction invoice audit is ongoing.  
There were no issues or concerns identified. 

 
Mr. White asked if the Internal Auditor could monitor the impacts associated with recent 

large financial commitments to leases and purchases of computer equipment and software.  
Aspects to review could include cost reductions achieved, enhanced student outcomes, and/or 
improvements in administrative operations. 
 
 
(5) February 2013 Meeting Date (Action Item): 
 

The next Audit Committee meeting was scheduled for February 26, 2013 at 12:00 noon 
in the College’s Isadore A. Shrager Boardroom, M2-1.  The agenda will include a discussion of 
the results of the 2011-2012 A-133 Single Audit.   

 
 

(6) Executive Session 
 
 An executive session was held with Board members and KPMG staff present. 
 
Attachments 
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2012 Audit Results 
Audit responsibility

 KPMG’s Responsibility
– We have a responsibility to conduct our audit in accordance with the 

auditing standards generally accepted in the United States of America.
– In carrying out this responsibility, we plan and perform the audit to obtain 

bl t b l t A b t h th th lid t dreasonable – not absolute – Assurance about whether the consolidated 
financial statements are free of material misstatement, whether caused by 
error or fraud.

– We have no responsibility to obtain reasonable assurance that 
misstatements that are not material are detected.

f f– We are also responsible for communicating significant matters related to 
the audit that are, in our professional judgment, relevant to the 
responsibilities of those charged with governance in overseeing the 
financial reporting process.

 Management’s Responsibility
– Design and maintenance of an adequate internal control system, which 

includes financial statement disclosure controls.
– Development of prudent judgments and estimates supported with 

sufficient competent evidential matter.
– Preparation of timely and accurate consolidated financial statements and y

footnotes, in accordance with U.S. generally accepted accounting 
principles

 Audit Committee’s Responsibility
– Provide oversight and establish proper tone/culture/ethics.
– Promote continuous improvement– Promote continuous improvement.
– Support effective two-way communication between KPMG and the 

Committee.

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 1



2012 Audit Results 
Required communications

Required Communications Responses *
 The Auditor’s Responsibility under 

Auditing Standards Generally 
Accepted in the United States of 

 Our audit was designed in 
accordance with generally 
accepted auditing standards and 

America is to Communicate 
responsibility assumed for the 
internal control structure, material 
errors, irregularities and illegal 
acts, etc.

government auditing standards to 
provide reasonable assurance that 
the financial statements are free of 
material misstatement.

 We have the responsibility to 
obtain sufficient understanding of 
internal control to plan our audits 
and determine the nature, timing 
and extent of procedures to be 
performed and not to opine on the 
system of internal controlsystem of internal control.

 We noted no material errors, 
illegal acts or fraud.

 We plan to issue unqualified 
opinions on the College’s  and 

* Our responses are as of the date of this presentation; we will communicate any changes

component unit Foundation’s 
financial statements.

 Our responses are as of the date of this presentation; we will communicate any changes 
to the Committee in writing should they occur between the date of this presentation and the 
issuance of the financial statements.  

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 2



2012 Audit Results 
Required communications (continued)

Required Communications Responses *
 Significant Accounting Policies. 

The Committee should be 
informed about the initial selection 

 See note 1 of financial statements’ 
footnote disclosures for 
description of policies.

of and changes in significant 
accounting policies.

 No new accounting standards 
were adopted during 2012.

 Significant or Unusual 
Transactions. The Committee 
should be informed about the

 We noted no significant or unusual 
transactions.

should be informed about the 
methods used to account for 
significant or unusual transactions.

 Quality of Accounting 
Principles. We discuss our 
judgments about the quality not

 Accounting policies have been 
consistently applied and material 
disclosures are included in thejudgments about the quality, not 

just the acceptability, of accounting 
principles as applied in financial 
reporting, including matters on 
consistency, understandability, 
completeness, and related 

disclosures are included in the 
financial statements.

disclosures.

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 3



2012 Audit Results 
Required communications (continued)

Required Communications Responses *
 Management Judgments and 

Accounting Estimates. The 
Committee should be informed 

The following are significant 
management estimates:
 Other post-employment benefits

about the process used by 
management in forming 
particularly sensitive accounting 
estimates and about the basis for 
the auditor’s conclusions 
regarding the reasonableness of

Other post employment benefits
liability– $30.2 million at June 30, 
2012.

 Unfunded actuarial accrued 
liability (UAAL) – disclosed in Note 
10(c)  - $103.8 million at June 30, regarding the reasonableness of 

those estimates.
0(c) $ 03 8 o at Ju e 30,

2012.
 Allowance for Doubtful Accounts –

$2.4 million at June 30, 2012.
 Self Insurance Reserve – $868K

at June 30 2012at June 30, 2012.
 Fair value of Commonfund and 

TIAA-CREF investments - $21.2
million (College) and $6.4 million 
(Foundation) at June 30, 2012.

 Discount for contributions 
receivable and allowance for 
doubtful contributions receivable 
of the Foundation – $277K and 
$136K respectively, at 
June 30 2012June 30, 2012.

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
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2012 Audit Results 
Required communications (continued)

R i d C i i R *Required Communications Responses *
 Audit Adjustments. All significant 

audit adjustments arising from the 
audit should be communicated to 
the Committee.

 There were no adjustments arising 
from the audit.

 Uncorrected Misstatements. Any 
passed adjustments proposed by 
the auditor, but not recorded by 
the client, should be 
communicated to the Committee.

 There were no uncorrected 
misstatements.

 Disagreements with 
Management. Disagreements 
with management, whether or not 
satisfactorily resolved, about 
matters that could be significant to 

 There were no disagreements with 
management.

the financial statements  or the 
auditors’ report should be 
communicated to the Committee.

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 5



2012 Audit Results 
Required communications (continued)

Required Communications Responses *
 Consultation with Other 

Accountants. Any knowledge of 
communications with other 

 To best of our knowledge, 
management has not consulted 
with or obtained opinions, written 

independent accountants are 
required to be brought to the 
attention of the Committee.

or oral, from other independent 
accountants.

 Major Issues Discussed with 
Management Prior to Retention. 

 We generally discuss a variety of 
matters with management prior to 

Any discussions with management 
where our response is a condition 
of retention as independent 
auditors should be communicated 
to the Committee.

our retention, however, these 
discussions are not a condition of 
our retention.

 Difficulties Encountered in 
Performing the Audit. Serious 
difficulties encountered in dealing 
with management that relate to the 
performance of the audit are 
required to be brought to the

 No difficulties were encountered.

required to be brought to the 
attention of the Committee.

 Material Written 
Communications. We disclosed 
the nature of significant 

i ti ith

 Our significant written 
communications will consist of the 
representations requested from 

t f hi h illcommunications with 
management.

management, a copy of which will 
be provided to the Committee 
when finalized.  We also expect to 
issue a management letter, which 
will be provided to the Committee 
when issued

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 6
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2012 Audit Results 
Required communications (continued)

Required Communications Responses *
 Independence. We communicate 

to the Committee all 
independence-related 

 We hereby confirm that KPMG is 
independent of the College under 
all relevant professional and 

relationships between our firm and 
the College.

regulatory standards.

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 7



2012 Audit Results 
Audit findings and recommendations

Material Weaknesses
 None identified.
Significant Deficiencies
 None identified.
Definitions:
 A material weakness is a deficiency, or combination of deficiencies, in 

internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented or 
detected and corrected on a timely basis.y

 A significant deficiency is a deficiency, or a combination of deficiencies, in 
internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance.

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 36472WDC 8



2012 Audit Results 
Audit findings and recommendations (continued)

Other Observations
 We recommend that the College strengthen its process for determining 

whether a lease is capital or operating, considering all required criteria.  
Generally, a lease is considered a capital lease if it meets one or more of the 
following four criteria:following four criteria:
– transfer of ownership of the property to the lessee by the end of the lease 

term;
– lease contains a bargain-purchase option;
– lease term is equal to 75% or more of the estimated economic life of th

leased property; or
– the present value at the beginning of the lease term of the minimum lease 

payments equals or exceeds 90 percent of the excess of the fair value of 
the leased property.

 We recommend that the College enhance its documentation of the methods 
and assumptions used in developing the discount rate for its other post-
employment benefit liability, in consideration of:
– The current changing interest rate environment; and
– GASB’s upcoming issuance of a new standard regarding post-g g g

employment benefits which is expected to require additional disclosure 
regarding the assumptions used in determining the discount rate, 
including how the expectation was developed and the significant methods 
and assumptions used in that process.  The discount rate is typically 
based on the expected rate of return on assets to be used to pay post-

l t b fit G ll th hi t i l t f t hemployment benefits .  Generally, the historical rate of return on such 
assets will not be considered sufficient to reasonably predict future 
performance.
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Status of 2012 audits

Deliverable Status
Financial Statement 
Audit

Pending receipt of Commonfund audited June 30 
financial statements, finalization of KPMG’s tie-out 
and review process including our engagement 
quality review, and execution of management 
representation letter.
Anticipate issuing audit on or about 
September 28.

Enrollment Agreed- Fieldwork starting in Octoberg
Upon Procedures

g
Due December 31, 2012

OMB Circular A-133 
Audit (Federal 
Awards)

Fieldwork starting in October
Due March 31, 2012
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A-133 audit plan

Major Program Determination

Program CFDA 
#

Expenditures Factors/
Discussion

Student Financial
Assistance Cluster

Various $91,266,352 Size of program 
requires audit every 
year to meet 
minimum coverage 
requirements.

Program of 
Competitive Grants 
for Worker Training 
& Placement in High 
Growth & Emerging 

17.275 $803,069 Program had
several significant
findings in prior 
year and terminated 
in January 2012.  

Industry Sectors 
(Pathways out of 
Poverty)

We plan to perform 
limited procedures 
in the current year 
to update our 
understanding of 
the program andthe program and 
any changes, and 
expect to repeat 
findings issued last 
year.
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A-133 audit plan

Major Program Determination (cont’d)

Program CFDA # Expenditures Factors

Higher Education 84 031 $855 264 Program above theHigher Education 
Institutional Aid 
(Predominantly Black 
Institutions Formula 
Grant)

84.031 $855,264 Program above the 
threshold of 
$300,000 which 
had a significant 
finding in the prior 
year.

Trade Adjustment 
Assistance 
Community College 
and Career Training 
(TAACCCT)

17.282 $2,545,260 New program
above the 
threshold of 
$300,000 which 
has not previously 

Fees for Single Audit (as previously negotiated):
First two major programs $28,350

( ) p y
been audited.

Each additional major program (2 programs identified *) $11,300

* Note: for Pathways out of Poverty, we will charge a reduced fee if there 
have been no changes in finding status from prior year.

There are two other programs meeting the $300,000 threshold that will not 
require audit this year (TRIO Cluster and Career and Technical Education –
Basic Grants to States) because they were audited without findings in one of 
the last two years and there have been no significant changes to the programs 
or related processes systems and personnel (all programs meeting the

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member 
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or related processes, systems, and personnel (all programs meeting the 
threshold must be audited at least once every three years based on risk 
assessment).
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Presenter’s contact details

Chris Chepel
267-256-1732
cchepel@kpmg.com

Arthur Ayres
267-256-3474
aayres@kpmg.com

The information herein is intended solely for the use of the Audit Committee and management and is not 
intended to be and should not be used by anyone but these specified parties.
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