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June 2012 

Minutes of the April 12, 2012 Meeting 

of the Board of Governors Audit Committee 

 

 

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

Center in Chapel Hill, North Carolina on Thursday, April 12, 2012 at 4:30 p.m. 

 

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

Davenport, Dr. Fred N. Eshelman, Mr. Thomas J. Harrelson, Mr. Hari H. Nath, Mr. Richard F. 

Taylor, and Mr. Phillip D. Walker.  Necessarily absent were Dr. Franklin E. McCain and Mr. 

Richard F. Taylor.  Others in attendance were Chancellor Kenneth Peacock (Appalachian State 

University), Chancellor James Anderson (Fayetteville State University) and Chancellor David 

Belcher and Director of Internal Audit Lisa Gaetano (Western Carolina University) as well as 

UNC General Administration staff. 

 

Chairman Davenport called the meeting to order and welcomed everyone. 

 

On a motion from Mr. Bissette, seconded by Dr. Eshelman, the minutes of the February 9, 2012 

meeting were approved. 

 

The Committee reviewed and discussed the Audit Committee Charter and agreed that some 

revisions needed to be made.  (See Attachment)  Those changes would be approved at its June 

meeting and presented to the full Board of Governors for their approval.  

 

Ms. Lisa Gaetano, Director of Internal Audit at WCU, reported to the Committee challenges and 

risks faced by small internal audit divisions.  She explained how the smaller campuses were 

working to mitigate those risks.  Questions were answered throughout her report. 

 

Ms. Jan-Rae Castillo, UNC GA’s Internal Auditor, presented the completed and released report 

of The University of North Carolina Center for Public Television Efficiency Review 

Consultation (See Attachment).  She discussed the suggested changes for improvement of 

efficiencies in the administrative operations of the Center.  Many of those suggestions had been 

implemented by the Center and the remaining suggestions continued to be studied. 

 

Mr. Jeff Henderson, Assistant Vice President for Finance, reviewed five external audit reports 

(See Attachment) released since the February meeting.  The final two 2011 financial reports 

were released with no findings.  Those reports were for Elizabeth City State University and 

North Carolina Central University. 

 

The remaining three reports, North Carolina A&T State University, North Carolina Central 

University, and Fayetteville State University were federal compliance reports.  Fayetteville State 

University had two findings related to control deficiencies in federal compliance.  Chancellor 

Anderson addressed the findings and assured the Committee the institution was in the process of 

correcting the deficiencies.  He noted that the problems would not occur in the future.  The other 

two reports had no audit findings. 
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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 
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Audit Committee Charter of the University of North Carolina Board of Governors 

I. Background 

All special responsibility constituent institutions of the University of North Carolina, 

including UNC General Administration, are required by State law to have their financial 

audit conducted annually by either the North Carolina Office of the State Auditor or a 

certified public accountant (CPA). Historically, the Office of the State Auditor has not 

performed non-audit services, including those prohibited by the Sarbanes-Oxley Act. The 

Office of the State Auditor determines staff assignments for individual audits, including 

rotation of Audit Managers for each audit client. 

II. Purpose 

To assist the UNC Board of Governors in fulfilling its responsibilities related to: ensuring 

that each constituent institution has an effective and independent internal audit function; 

ensuring that each constituent institution has an appropriate focus on ethical standards; 

ensuring compliance with General Statute 116-30.1; and ensuring compliance with UNC 

Board of Governors mandated requirements related to University-Affiliated Entities. 

III. Organization 

The Audit Committee shall be a standing committee of the UNC Board of Governors. 

The Chairman of the Board of Governors will select members of the Committee. There 

shall be a minimum of six (6) members. Each Committee member must be independent 

of management and free of any relationship that would impair such independence. 

Members may not receive consulting, advisory, or other fees from any of the constituent 

institutions or UNC General Administration. 

If practicable, at least one member of the Committee should be a financial expert. A 

financial expert is someone who has an understanding of generally accepted accounting 

principles and financial statements, preferably relative to higher education; experience in 

applying such principles; experience in preparing, auditing, analyzing, or evaluating 

financial information; experience with internal controls and procedures for financial 

reporting; or an understanding of the audit committee function. If feasible, the role of 

financial expert will be rotated on an annual basis. 

IV. Meetings 

The audit committee shall meet no fewer than four (4) times a year. The Committee will 

invite representatives of the constituent institutions, external and internal auditors, 

representatives of the Office of the State Auditor, legal counsel, and others to attend the 

meetings and to provide pertinent information as requested. 

V. Duties and Responsibilities 

The following shall be the principal duties and responsibilities of this Committee: 

Attachment
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• Monitor the internal control, management staffing, and audit finding resolution 

requirements set out in General Statute 116.30.1.  [Statutory requirement] 

• Review the annual financial audits of the constituent institutions and other significant 

audit related communications from the State Auditor’s Office or other external audit 

groups.  [Section 301 of The Code] 

• Request an annual overview from the State Auditor or a designated representative.  

[Section 301 of The Code] 

• Review and approve an annual summary of the internal audit plans submitted by each 

constituent institution’s and UNC General Administration’s Director of Internal 

Audit.  [Section 301 of The Code] 

• Review an annual summary of the work performed by the Audit Committee of each 

institution’s Boards of Trustees. [Section 301 of The Code]  This summary should 

incorporate a summary report of the audits, reviews, investigations or special 

assignments completed by each constituent institution’s and UNC General 

Administration’s internal audit department.  This report should also contain identified 

material reportable conditions and how they were resolved. 

• Be available to meet during the year with the State Auditor or his staff, or the 

engaged CPA firm or its staff, for consultation purposes or to discuss the Auditor's or 

firm’s judgments about the quality, not just the acceptability, of any accounting 

principles and underlying estimates in the preparation of a constituent institution’s or 

UNC General Administration’s financial statements. 

• Serve as the Audit Committee for the UNC General Administration Internal Auditor.  

[General Statute 143-745 to143-747] 

• Review an annual report on University-Affiliated Entities.  [Section 301 of The Code] 

• Develop and maintain a system-wide code of ethics. 

• Participate, when necessary, in training sessions related to system-wide internal 

controls and internal/external audit issues. 

• Request, as needed, that the State Auditor rotate the Audit Manager or that the 

engaged CPA firm rotate the partner assigned to a constituent institution or UNC 

General Administration financial statement audit. 

• Consult with the UNC General Administration Legal Counsel to review any legal 

matters that may have a significant impact on a constituent institution’s or UNC 

General Administration’s financial statements, overall financial performance, or 

compliance with applicable state, local or federal statutes. 

The Committee may modify or supplement these duties and responsibilities as needed. 

Attachment



Item 1 

 Page 3 of 3 

April 2012 

Formatted: Right

Formatted: Font: 11 pt

Formatted: Font: 11 pt, Not Bold

Formatted: Font: 11 pt

Formatted: Font: 11 pt, Not Bold

Formatted: Centered, Space After:  0 pt

The Committee shall have the authority to engage, in accordance with state rules and regulations, 

independent counsel or other advisors as necessary to carry out its duties. UNC General 

Administration shall provide appropriate funding, as determined by the Committee, for payment 

to advisors employed by the Committee. 

The Committee, with the assistance of the appropriate Vice President, should periodically review 

and assess the adequacy of the Audit Committee Charter. 
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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 

 

MEMORANDUM 
 

 
TO:  Tom Howe, Director and General Manager, UNC Television  
 
FROM:  Jeffrey A. Henderson 
  Director of Internal Audit 
 
SUBJECT: University of North Carolina Center for Public Television Efficiency  

Consultation Report 
 
DATE:  March 14, 2012 
 
 
Enclosed is the final report regarding our consultation of the University of North Carolina Center 
for Public Television for the audit period of July 1, 2010 through August 31, 2011.  We 
conducted a review of administrative operations to evaluate efficiency, effectiveness, and 
compliance.  We made seven 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: Mr. Walter C. Davenport, UNC-GA Board of Governors 
 Mr. Thomas W. Ross, President 

Mr. Jeffrey R. Davies, Chief of Staff 
Mr. Charlie E. Perusse, Vice President for Finance  
Mr. William A. Fleming, Vice President for Human Resources 
Ms. Marsha D. Fields, Associate Vice President for Finance and Services Officer 
North Carolina Office of Internal Audit, Office of State Budget and Management 
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2011 Financial and Federal Compliance Audit Reports Released Since Last Meeting by the N.C. 

Office of the State Auditor: 

 

 

1. Elizabeth City State University – (Financial Audit)  No Audit Findings 

Date Released:  1/26/2012 

 

Report URL 

http://www.ncauditor.net/EpsWeb/Reports/Financial/FIN-2011-6086.pdf 

 

 

2. North Carolina Central University – (Financial Audit)  No Audit Findings 

Date Released:  3/26/2012 

 

Report URL 

http://www.ncauditor.net/EpsWeb/Reports/Financial/FIN-2011-6090.pdf 

 

 

3. North Carolina A&T State University – (Federal Compliance Audit)  No Findings 

Date Released:  3/28/2012 

 

Report URL 

http://www.ncauditor.net/EpsWeb/Reports/Financial/FSA-2011-6070.pdf 

 

 

4. North Carolina Central University – (Federal Compliance Audit)  No Findings 

Date Released:  3/28/2012 

 

Report URL 

http://www.ncauditor.net/EpsWeb/Reports/Financial/FSA-2011-6090.pdf 

 

 

5. Fayetteville State University – (Federal Compliance Audit)  Two Findings 

Date Released:  3/28/2012 

 

Report URL 

http://www.ncauditor.net/EpsWeb/Reports/Financial/FSA-2011-6088.pdf 

 

 
Matters Related to Federal Compliance Objectives 

 

The following findings and recommendations were identified during the current audit and discuss 

conditions that represent deficiencies in internal control and/or noncompliance with laws, 

regulations, contracts, or grants. 

http://www.ncauditor.net/EpsWeb/Reports/Financial/FIN-2011-6086.pdf
http://www.ncauditor.net/EpsWeb/Reports/Financial/FIN-2011-6090.pdf
http://www.ncauditor.net/EpsWeb/Reports/Financial/FSA-2011-6070.pdf
http://www.ncauditor.net/EpsWeb/Reports/Financial/FSA-2011-6090.pdf
http://www.ncauditor.net/EpsWeb/Reports/Financial/FSA-2011-6088.pdf
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1. LACK OF CONTROLS OVER PREPARATION OF THE ANNUAL PERFORMANCE 

REPORT 

 

For the Higher Education Institutional Aid program, the University did not have controls in 

place to ensure that the Annual Performance Reports were prepared in accordance with 

program requirements.  Thus, there is an increased risk of inaccurate and/or incomplete 

reports. 

 

During our review of the report, we noted the following deficiencies: 

 

 The Annual Performance Reports were prepared using data outside of the October 

1, 2010 to September 30, 2011 reporting period.  This resulted in the underreporting 

of $160,062 in expenditures for the Student Aid and Fiscal Responsibility Act 

(SAFRA) grant and the underreporting of $239,745 in expenditures for the 

Strengthening Historically Black Colleges and Universities Program (HBCU).  In 

total, the University underreported grant expenses for the federal fiscal year 2011 in 

the amount of $399,807. 

 

 Documentation supporting the classification of grant expenses was inadequate to 

validate the Annual Performance Report’s expense classification for legislative 

allowable activities (LAA).  These expense classifications drive the information to 

be presented in the remainder of the performance report.  Because an LAA’s 

expense information was not properly entered or omitted, the preparer was not 

directed to answer performance measurement questions related to an activity area.  

This rendered the report incomplete. 

 

 There were also areas of the Annual Performance Report where data presented was 

not consistent throughout the report. 

 

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-

Federal entities receiving Federal awards establish and maintain internal control designed to 

reasonably ensure compliance with Federal laws, regulations, and program compliance 

requirements.  More specifically, the OMB Circular A-133 requires that the non-Federal 

entity have controls in place “to provide reasonable assurance that reports of Federal awards 

submitted to the Federal awarding agency or pass-through entity include all activity of the 

reporting period, are supported by underlying accounting or performance records, and are 

fairly presented in accordance with program requirements.” 

 

Federal Award Information:  This finding affects CFDA 84.031 Higher Education 

Institutional Aid: Federal Award P031B070087-08 for the award period October 1, 2008-

September 30, 2009; Federal Award P031B070087-09 for the award period October 1, 2009- 

September 30, 2010; Federal Award P031B085087-09 for the award period October 1, 2009- 

September 30, 2010; Federal award P031B070087-10 for the award period October 1, 2010- 

September 30, 2011. 

 

Recommendation:  The University should place greater emphasis on annual performance 

reporting.  The University should strengthen internal controls to ensure the completeness and 

accuracy of these reports. 

 

University’s Response:  The University agrees with the finding and recommendation.  We 

will take the necessary steps to ensure greater emphasis on annual performance reporting.  

Additional procedures will be put in place to guarantee the completeness and accuracy of 

these reports.  A corrective action plan has been outlined, which will be monitored as part of 

the University’s annual internal auditing program. 
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2. INTERNAL CONTROLS OVER PROCUREMENT AND SUSPENSION AND 

DEBARMENT NEED IMPROVEMENT 

 

For the Higher Education Institutional Aid program, the University did not have adequate 

controls to ensure compliance with procurement and suspension and debarment 

requirements.  Thus, there is an increased risk of noncompliance with these laws and 

regulations. 

 

University personnel did not fully understand State purchasing policies and procedures for 

sole source and competitive purchases.  In addition, University personnel were not aware of 

Federal requirements for certifications related to lobbying activity and suspension and 

debarment.  Seventeen out of 39 purchases tested did not have the proper documentation to 

support the purchase in accordance with State and Federal regulations. 

 

The A-133 Compliance Supplement states: “States, and governmental subrecipients of 

States, shall use the same State policies and procedures used for procurements from non-

Federal funds.  They also shall ensure that every purchase order or other contract includes 

any clauses required by Federal statutes and executive orders and their implementing 

regulations.” 

 

State purchasing policy requires all purchases that are expected to be over $5,000 to be open 

to competition when selecting a vendor.  The University can only waive competition for 

specific reasons detailed by State policy.  When competition is waived, written justification 

must be maintained by the University. 

 

OMB Circular A-110 requires that a certification regarding lobbying activities and a 

certification regarding suspension and debarment be collected from a vendor if the expected 

purchase will be greater than $100,000. 

 

Federal Award Information:  This finding affects CFDA 84.031 Higher Education 

Institutional Aid: Federal Award P031B070087-08 for the award period October 1, 2008-

September 30, 2009; Federal Award P031B070087-09 for the award period October 1, 2009- 

September 30, 2010; Federal Award P031B085087-09 for the award period October 1, 2009- 

September 30, 2010; Federal award P031B070087-10 for the award period October 1, 2010- 

September 30, 2011. 

 

Recommendation: The University should strengthen internal controls to ensure that 

appropriate procurement and suspension and debarment policies are followed and relevant 

documentation is maintained. 

 

University’s Response:  The University agrees with the finding and recommendation.  Title 

III activity directors will adhere to the policies and procedures for purchasing as printed on 

the Business and Finance website.  Additional training will be provided for the Title III 

activity directors on purchasing policies and procedures, including procurement and 

suspension and debarment requirements, to assure that they understand the processes.  The 

corrective action plan for this finding will be monitored as part of the University’s internal 

auditing program. 




