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September 2011 

Minutes of the August 11, 2011 Meeting 

of the Board of Governor’s Audit Committee 

 

 

The Audit Committee met in Conference Room C at the UNC General Administration-Spangler 

Center in Chapel Hill, North Carolina on Thursday, August 11, 2011 at 4:00 p.m. 

 

Members in attendance were Mr. W. Louis Bissette, Jr., Mr. John M. Blackburn, Mr. Walter C. 

Davenport, Mr. Fred N. Eschelman, Mr. Thomas J. Harrelson, Dr. Franklin E. McCain, Mr. Hari 

H. Nath, Mr. Richard F. Taylor, and Mr. Phillip D. Walker.  Other board members in attendance 

were Ms. Hannah D. Gage and Mr. Phillip R. Dixon.  Chancellors Kenneth Peacock 

(Appalachian State University), Steve Ballard (East Carolina University), Harold Martin (North 

Carolina A&T State University), Charlie Nelms (North Carolina Central University), and Anne 

Ponder (UNC Asheville); Director of Internal Audit Stacie Tronto (East Carolina University); 

and UNC General Administration staff were also in attendance. 

 

Chair Davenport called the meeting to order and welcomed new board members to the 

committee. 

 

On a motion from Dr. McCain, seconded by Mr. Blackburn, the minutes of the June 9, 2011 

meeting were approved. 

 

Chair Davenport stated that UNC General Administration had not been audited in ten years by 

the N.C. State Auditor and that the Audit Committee had requested an audit.  Audit Manager Ted 

Price and Financial Audit Supervisor Katie Thigpen from the Office of State Auditor were in 

attendance and answered questions from the Committee about the UNC-GA June 2010 Financial 

Audit.  The financial statements received an unqualified opinion and there were no findings; 

however, there were two adjustments with how UNC-TV was reported in the financial statement, 

and these issues had been corrected.  Ms. Thigpen expressed amazement that there were no 

findings since the last audit over nine years ago.  It was stated that UNC-GA would have more 

frequent audits in the future. 

 

Mr. Henderson reviewed the responsibilities of the Audit Committee.  Vice President of Legal 

Affairs Laura Luger addressed the code of ethics and code of conduct topics and mentioned she 

had been and would continue researching the issues. 

 

Mr. Jeff Henderson reviewed three audit reports released since the last meeting.   

 

 Two 2010 Financial Audit reports were released.  UNC Asheville had one finding and 

Chancellor Ponder was present and confirmed the University had made corrective 

actions.  UNC GA had no findings.   

 

 North Carolina Central University had an Investigative Audit Report (Historically 

Minority Colleges and Universities Consortium) released and it had 14 findings.  

Chancellor Nelms addressed the findings.  He informed the Committee of the details 

from the beginning of the program through the actual events that occurred to date.  North 
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Carolina Central University initiated changes to procedures to strengthen internal controls 

to help ensure those issues would not occur in the future.  Chancellor Nelms explained 

the University had referred the case to the Attorney General and the District Attorney. 

 

Mr. Henderson reported that all of UNC’s 2010 financial audit reports have been issued. 

 

UNC-GA’s Internal Auditor Jan-Rae Castillo gave the report on two internal audits (see 

attachment) that were conducted.   

 

 Information Systems Audit of UNC-GA’s Financial Records Systems and Human 

Resources Systems-The scope of the audit included a 10-year time period ending January 

6, 2011.  There were three findings. 

 

 Assessment of Internal Controls over Financial Reporting for Year-End June 30, 2011-

The assessment was completed by various UNC-GA personnel.  Ms. Castillo reviewed 

the assessment and found it was completed properly and all internal control and risk 

concerns had been addressed. 

 

In September of 2010, the Committee reviewed the Internal Auditors’ Plans for all of the UNC 

institutions.  Mr. Henderson presented a summary of those internal auditors’ activities at the 

campuses for June 30, 2011, and he answered questions throughout the presentation. 

 

The Internal Auditors in the UNC system had requested for a change to the UNC Policy 600.3.1 

section A.1h. […The Chancellors/Executive Director shall review an annual internal audit report 

on expenditures authorized under budget flexibility], they would like to add “if that audit is 

deemed necessary based on the annual risk assessment performed by the Internal Auditor.”  It 

was believed this area would not be a high risk; however, if a Chancellor requested this type of 

audit be conducted it then would be included in the Internal Auditor’s plan. 

 

On a motion from Mr. Eschelman, seconded by Mr. Blackburn, the UNC Policy 600.3.1 was 

approved and would be presented to the full Board of Governors at its September meeting for 

further approval. 

 

Ms. Gwen Canady gave a report on the UNC Finance Improvement and Transformation (UNC 

FIT) Project. 

 

● All nine campuses were completely migrated from the State’s Central Payroll and were 

fully functional with biweekly and monthly payrolls through the Banner Shared Services 

Payroll Model. 

 

● For fiscal year 2012, four streams of work have been identified by the Human Resources 

Payroll Advisory Team: Governance, Change Management, Functional and Technical 

Enhancements, and HR Data Mart.  The development of the work plans for those areas 

have been initiated.  
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● The Student Accounts and Capital Assets standards have been implemented at the 

campuses with good progress. 

 

● Both Financial Aid and General Accounting standards updates have been completed and 

distributed.  Updates for the Contracts and Grants standards were still in progress. 

 

● Key performance indicators (KPIs) were distributed and trial reporting would begin in the 

next two months for the new Capital Assets and Student Accounts standards. 

 

● Submission of KPIs continued from the campuses for other business processes and action 

plans were submitted to address those areas in need of attention.  The UNC FIT team had 

visited several campuses for follow-ups. 

 

● Internal Control assessments were completed at all of the campuses to meet the annual 

certification required by the Office of State Controller. 

 

● Work has been completed by the UNC FIT Southern Association of Colleges and 

Schools (SACS) Advisory Team which resulted in the development of nine standard 

templates to assist the campuses in completing their financial sections of the SACS 

accreditation requirements. 

 

On the motion by Dr. McCain, seconded by Mr. Blackburn, the Committee went into closed 

session to prevent the disclosure of privileged information under North Carolina Statue 147-

64.6(c)(18) and North Carolina General Statue 132-6.2(c). 

 

CLOSED SESSION 

 

******************************* 

 

There being no further business, the meeting was adjourned. 

 

 

 

 

   

Mr. Walter C. Davenport 

Chair of the Audit Committee 

 Dr. Franklin E. McCain 

Secretary of the Audit Committee 

 

 



 

OFFICE OF INTERNAL AUDIT 

910 RALEIGH RD.   CHAPEL HILL, NORTH CAROLINA 27515-2688  919-962-4656  FAX 919-962-0008 
 

 
THE UNIVERSITY OF NORTH CAROLINA GENERAL ADMINISTRATION 

 

MEMORANDUM 
 

 
TO:  Marsha Fields, Director of Financial Reporting and ERP Systems Integration 

Gayle Davis,  Director of Human Resources 
 
FROM:  Jeffrey A. Henderson 
  Director of Internal Audit 
 
SUBJECT: Financial Records and Human Resources System User Access Controls Review 
 
DATE:  July 13, 2011 
 
 
Enclosed is the final report regarding our review of the Financial Records and Human Resources 
System User Access Controls for the audit period of as of January 6, 2011.  We conducted an 
information systems review of system access to provide assurance of compliance with COBIT, 
state regulations and institutional policies and procedures. We made 3 recommendations based 
upon our observations during this review and received your positive response to each of them. 
 
We thank management and staff for their time and cooperation during this review.  If you wish 
to discuss this review or desire additional information, please contact me at extension 2-4656. 
 
JAH/JDC 
 
Enclosure 
 
Cc: Dr. Irving A. Roseman, UNC GA Board of Governors 
 Mr. Thomas W. Ross, President 

Mr. Jeffrey R. Davies, Chief of Staff 
Mr. Charlie Perusse, Vice President for Finance  
Mr. William Fleming, Vice President for Human Resources 
Mr. Ken Craig, Associate Vice President for Finance 
North Carolina Office of Internal Audit, Office of State Budget and Management 
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OFFICE OF INTERNAL AUDIT 

910 RALEIGH RD.   CHAPEL HILL, NORTH CAROLINA 27515-2688  919-962-4656  FAX 919-962-0008 
 

 
THE UNIVERSITY OF NORTH CAROLINA GENERAL ADMINISTRATION 

 
E MEMORANDUM 

 
 
 

 

TO:  Jeff Henderson 
  Assistant Vice President for Finance 
 
FROM:   Jan-Rae Castillo 
  Internal Auditor 
 
SUBJECT: Assessment of Internal Controls over Financial Reporting FYE June 30, 2011 
 
DATE:  July 14, 2011 
      

 
As part of the annual certification of internal controls mandated by the Office of State Controller 
(OSC), the UNC System is required to complete the Assessment of Internal Controls over 
Financial Reporting.   
 
The assessment was conducted by various UNCGA personnel.  Upon receiving the completed 
assessment, I reviewed each answer to: 
 

 Identify incomplete portions of the assessment. 

 Ensure sufficient progress to resolve last year’s weaknesses was documented.  

 Determine if all current year weaknesses noted were appropriately addressed.  
 
Overall, I found the assessment to be properly completed and all internal control and risk 
concerns appropriately addressed. 
 
If you have any questions, please feel free to contact me at 3-4784.   
 
 
 
 
Cc: Mr. Thomas W. Ross, President 
 Mr. Jeffrey R. Davies, Chief of Staff 
 Mr. Charlie Perusse, Vice President for Finance 
 Dr. Irvin A. Roseman, UNC-GA Board of Governors 
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