MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Thursday, September 28, 2017 —12:00 Noon

TO: Audit Committee of the Board of Trustees
?

FROM:  GimS. Lim g7 —

DATE: September 26, 2017

SUBJECT: Audit Committee Meeting

A meeting of the Audit Committee will be held on Thursday, September 28,2017 at 12:00 Noon
in the College’s M2-34 Conference Room. Lunch will be provided for the meeting.

)
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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 is
asked to review and approve the minutes.

2016-17 Updated Budget Results (Information Item):

Mr. Spiewak will provide an overview of the College’s updated budget results for fiscal
year 2016-17 (handout). The various factors which contributed to the favorable financial
performance results for the year will be reviewed in detail. The year ended with operating
revenues exceeding operating expenses by $1,759,462.

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

Mr. Brian Page, Engagement Partner from Grant Thornton will present the results of the
2016-17 fiscal year audit. Attached separately is the draft of the 2017 Financial Statements.
Attachments B & C as shown in the Statement of Revenues, Expenses and Changes in Net
Position, the College had a negative change in net position of $9.1 primarily due to the
one-time settlement of $2.2 million received in 2016 and a $4.6 million in federal grants
and contracts revenue. The Financial Statements include the GASB 44 statistical reporting.
These are found on pages 65 to 71 of the 2017 Financial Statements. Committee
recommendation of acceptance of the 2016-17 fiscal year Grant Thornton audit report to
the full Board is requested.




“)
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Internal Audit Plan 2016-2018 Year Update (Information Item):
Mr. Robert Lucas, Internal Auditor, will present a status report on the 2016-2018 Audit
Plan and the approved 2016-2018 Audit Plan.

February 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.

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
Representing the Meridian Group: Mr. Anthony B. Scott



ATTACHMENT A

Minutes from June 15, 2017
Audit Committee Meeting



MEETING OF AUDIT COMMITTEE
Community College of Philadelphia
Thursday, June 15, 2017 - 12:00 Noon
Isadore A. Shrager Boardroom, M2-1

Present: Mr. Anthony J. Simonetta, Mr. Jeremiah White (via telephone), Ms. Suzanne
Biemiller, Dr. Donald Generals, Jr., Mr. Jacob Eapen, Mr. James P. Spiewak, Mr.
Robert Lucas, Victoria Zellers, Esq.; and representing Grant Thornton: Mr. Brian
Page and Ms. Angelica Roiz

Not Present:  Matthew Bergheiser & Representing The Meridian Group: Mr. Anthony B. Scott

AGENDA — PUBLIC SESSION

i ; Minutes of Audit C ittee Meeti March 27, 2017
(Action Item):

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

2. 2016-2017 Audit Process (Information Item):

Attachment B contains the formal presentation made by Mr. Brian Page,
Engagement Partner and Ms, Angelica Roiz, Senior Manager, from Grant Thornton. Mr.
Page began his discussion by reviewing the information contained in slides four and five
that dealt with the responsibilities of Grant Thornton and the responsibilities of the
College’s Governance Team and Management. Mr. Page asked the Committee
members if they had any specific fraud-related concerns to which the members
responded they had none. Mr. Page and Ms. Roiz then walked through the presentation
highlighting areas of focus, audit approach, and timeline and discussed various topics
including materiality, risks and awareness of fraud, internal controls, and the use of
work of others. In response to a question from Ms. Biemiller, Mr. Page responded that
their audit will look at the valuation of investments of both the College and the
Foundation. He explained the planned audit procedures for areas of focus that
included: tuition revenue and related receivables and deferrals, auxiliary enterprises,
GASB 68, valuation of investments and related earnings, State and Federal grants and
contracts, State and City appropriations, compliance with Uniform Guidance (formerly
OMB Circular A-133), accounting estimates and financial statement disclosures. Mr.
Page noted that a separate technology team from Grant Thornton reviews the College’s
use of technology including its associated controls, processes and practices.



Mr. Page then discussed several new GASB accounting pronouncements and
updates. The first three statements are effective for fiscal year 2018. The first statement,
GASB 75, 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 significant impact on many colleges and Government agencies. This
will increase the overall liability and decrease the College’s net assets. He pointed out
that rating agencies have already factored this into their ratings of colleges and other
public entities.

The second statement, GASB 80, discusses the blending of component units. The
College will have to review the statement’s 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 financial statements.

The third statement, GASB 81, refers to irrevocable split-interest agreements and
Mr. Page noted that the College needs to review any potential endowments that may fall
under this statement.

Mr. Page mentioned GASB 83, which deals with Certain Asset Retirement
Obligations, is not effective until fiscal year 2019 and the College may not have any
circumstances for which this statement applies. He discussed two major projects that
GASB is currently involved in: (1) Financial Reporting Model and (2) Leases. The first
project is related to how not-for-profit entities display financial information and
requirements for the Management’s Discussion and Analysis (MD&A). The second project
is related to the accounting treatment of leases and proposes eliminating the distinction
between capital and operating leases.

Mr. Page ended his presentation with a brief review of key themes and activities
in the higher education industry.

3.  2016-2017 Budget Update (Information Item):

Mr. Spiewak provided a handout (Attachment C) to the Committee, which
reflected the most recent revenue and expense projections for fiscal year 2017. The
implications of key factors currently impacting the FY 15-16 budget were discussed.

5. 2017-2018 Budget (Information Item):

Mr. Eapen distributed copies of the fiscal year 2017-18 budget and discussed the
highlights. He noted that enrollments are budgeted to be stable but that staff are aware
that a 1% decrease equates to reduced student tuition and fees of $565,000 and are
prepared to reduce expenses should a decrease occur. He stated that, consistent with
the offer made to the Union, salaries are budgeted with a 2% increase. Mr. Eapen



explained that 9 staff positions were eliminated from the budget along with 8 faculty
positions. Medical costs were budgeted at an 8.5% increase of projected expenses for
fiscal year 2016-17. Due to a successful electricity procurement process, utility costs are
budgeted approximately $300,000 lower than fiscal year 2016-17. Contracted facility
services costs are budgeted to be approximately $200,000 higher than fiscal year 2016-
17.

Internal Audit Plan (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 one finalized audit report and two draft audit reports to management, and noted
that another draft audit report will be issued shortly.

Mr. Lucas noted that he had started and completed a financial investigation since
the prior meeting. He stated that someone had accused an employee of financial
misconduct and that Victoria Zellers, General Counsel, and Dr, Judith Gay, VP for Strategic
Initiatives and Chief of Staff, had requested that he conduct the investigation. Mr. Lucas
noted that the results of the investigation did not substantiate the allegations.

The Audit Committee members present had several questions regarding the
whistleblower hotline and the methods of communication. Ms. Zellers responded to each
of the gquestions noting that all allegations have to be investigated even in cases such as
this one in which the accuser recanted the allegations.

Mr. Lucas also noted that, since the prior meeting, he performed an informal risk
assessment update by soliciting input from Cabinet members and senior managers to
determine if there were any new or significantly changed functions which 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 all Cabinet members
responded to his request for any such changes. He stated that everyone responded that
no such changes had occurred in their respective divisions. There were two responses
which referenced concerns for specific subjects, but that those subjects were already on
the current 2016-2018 Internal Audit Plan. As such, Mr. Lucas had no recommended
changes to communicate to the Audit Committee.

Mr. Lucas also noted that he continues to work with management to obtain the
statuses of previously issued audit comments. He noted that a number of audit comments
with open action plans had target dates of June 30, 2017. In order to allow management
to have the remaining time and budget resources for actions by that date, Mr. Lucas did
not conduct a full update of the Internal Audit Follow Up matrix. He noted that he will
provide a full updated version of the matrix to the Committee at the September meeting.



Executive Session

A brief Executive Session was held to allow Committee members to have further
discussions with the independent auditors absent the presence of College employees.

JPS
Attachments

cc: Dr. Donald Generals, Jr.
Mr. Jacob Eapen
Mr. Robert Lucas
Mr. Jim P. 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 C

Grant Thornton’s Presentation
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