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Mission Statement 
 

The mission of the State Auditor’s Office is to be a catalyst for good government by 
promoting professional audits, financial training, efficiency and economy if 

government and service to cities and towns.  
 

 

 

 

 

 

 

This report is a work of the Office of the State Auditor, State of Vermont, and is not 
subject to copyright protection in the United States. It may be reproduced and 

distributed in its entirety without further permission from the State of Vermont or the 
Office of the State Auditor. However, because this work may contain copyrighted 

images or other material, permission from the copyright holder may be necessary if 
you wish to reproduce this material separately. Please contact the Office of the State 

Auditor if you have questions about reproducing this report. 
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STATE OF VERMONT 

OFFICE OF THE STATE AUDITOR 

132 State Street • Montpelier, Vermont 05633-5101 

Auditor: (802) 828-2281 •  Toll-Free (in VT only): 1-877-290-1400  •  Fax: (802) 828-2198  

email: auditor@state.vt.us  •  website: www.auditor.vermont.gov 

 

March 18, 2010 

 
Members of the Senate Appropriations Committee 
Members of the House Appropriations Committee 

Dear Colleagues: 
 
In accordance with 32 VSA §163, I am providing you with this summary of findings and 
recommendations resulting from audits and reviews conducted by my office during FY 2009 and 
FY 2010 through December 2009. The summary provides information about the number of 
findings per audit and the significance of the finding, if measurable. 

Generally, trends in the volume, type and significance of findings may be tracked for the A-133 
and CAFR audits. Specifically, with regard to A-133 audits, we have noted that certain federal 
programs administered by the State have received the same audit finding for multiple years 
which has resulted in increased audit fees. The subject matter for performance audits and reviews 
may vary widely and may have little to no relationship to each other. However, there may be 
occasions when multiple agencies are audited based on the same performance audit objective, 
such as the performance measurement audits conducted by my office for three State 
organizations, and findings may have implications for the State as a whole. 

Please feel free to contact me with any questions. I would be pleased to provide you with further 
information. 

 

Sincerely, 
 
 
 

Thomas M. Salmon, CPA 
State Auditor 
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Introduction 

The Office has a five-year contract with KPMG to perform both the audit of 
the Comprehensive Annual Financial Report (CAFR) and the Federal A-133 
Compliance audit (A-133). This contract allows the office to do more 
performance audits and special reviews to assess the efficiency and 
effectiveness of the programs and operations of state government. This past 
year (FY 2009) was the first full year of that effort. Although we contributed 
a significant number of hours to the performance of the CAFR and A-133 
audits to keep costs down, KPMG bore the overall responsibility for these 
audits and contributed the bulk of the staff time. 

The annual A-133 audit reviews the more than $1.3 billion Vermont receives 
annually from the federal government to ensure that it is spent in compliance 
with all applicable laws and regulations. The audit of fiscal year 2009 
reported 28 findings, of which 20 were considered material weaknesses. 

The objective of the annual CAFR audit is to express an opinion on whether 
the State’s financial statements are free of material misstatement and to report 
on the State’s internal controls over financial reporting and compliance with 
certain provision of laws and regulations. The audit of fiscal year 2009 
reported 4 findings, of which 3 were considered material weaknesses.1 

The terms material weakness and significant deficiency refer to the relative 
significance of a finding. See Figure 1 for descriptions of these terms. 

 

                                                                                                                                         
1The internal control report for FY 2009 has been drafted, but not issued as of the date of this report. In 
addition, the management letter has not been drafted for FY 2009 as of the date of this report. 
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Figure 1: Significance of Internal Control Findings 

 
As time and staff resources permitted, the State Auditor’s Office completed 
performance audits and other reviews. These audits and reviews were 
initiated based upon the Office’s assessment of risk areas within State 
government or as a result of whistleblower allegations. Performance audit 
refers to an examination of a program, function, operation or the management 
systems and procedures of an entity to assess whether the entity is achieving 
economy, efficiency and effectiveness in the employment of available 
resources. Recommendations from these audits and reviews totaled 89. 
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Federal A-133 Compliance Audit Findings 

Total programs audited for fiscal years 2006 through 2009 have ranged from 
14 to 32. The significant fluctuation in total programs has been driven by the 
number of programs with significant compliance findings that require a re-
audit in subsequent years.2 See Table 1 for a summary of the number of 
findings by program since FY 2006. 

Table 1: Summary of A-133 Audit Findings by Agency/Department and Program   
FY 2006 through FY 2009 

  FY 2009 FY 2008 FY 2007 FY 2006 

Agency of Human Services 22 17 16 20 

       Medicaid 10 7 8 9 

       CDC Technical Assistance 1 2 1 2 

       Immunization Grants 2 2 2 3 

       Temporary Aid to Needy Families 1   1 

       Supplemental Nutrition Assistance     
Program 2   1 

       Child Support Enforcement 3 3 3  

       Low Income Heating Assistance 
Program 1  1  

       Adoption Assistance 1    

       Substance Abuse   1 2 

       Vocational Rehabilitation Grants to 
States 1 3   

       Special Supplemental Nutrition 
Program for Women, Infants and 
Children    2 

Department of Labor 3  2 3 

       Unemployment Insurance 2   1 

       Workforce Investment Act Cluster 1  2 1 

       Employment Services Cluster    1 

Agency of Transportation 2 5 1 6 

       Highway Planning & Construction  3 1 5 

       Disaster Assistance Grants  2 2   

       Formula Grants to Other Than Urban 
Areas    1 

                                                                                                                                         
2Absent significant audit findings, programs may be audited once every three years. Programs with 
significant audit findings must be re-audited until the finding is corrected. See Appendix I for analysis 
of re-audits since FY2003. 
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  FY 2009 FY 2008 FY 2007 FY 2006 

Agency of Natural Resources 1   3 

       Drinking Water State Revolving 
Loan Funds 1    

       Fish & Wildlife Cluster    1 

       Performance Partnership Grants    2 

Department of Public Safety 0   3 

       Homeland Security Cluster    2 

       Community Policing Grants    1 

Department of Education   2  

       Special Education Cluster   1  

       Vocational Education   1  

Department of the Military    1 

Note:  The final FY 2009 A-133 report has not been issued as of the date of this report. 

 

For further information regarding these audits, please reference 
www.auditor.vermont.gov. 

Comprehensive Annual Financial Report Audit Findings 

Recurring audit findings continue to be an issue with the CAFR although the 
State has taken steps to correct issues. Generally, the State continues to have 
audit findings related to the following issues: 

1. a variety of significant audit adjustments indicate the risk associated 
with a decentralized accounting function;  

2. IT general controls; and  

3. operation of the State’s Global Commitment to Health section 1115 
demonstration waiver. 

 

See Table 2 for a summary of the significance of CAFR findings for 
fiscal years 2006 through 2009. 
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Table 2:  Summary of the Significance of CAFR Audit Findings FY 2006 through  
FY 2009 

  FY 2009 
1
 FY 2008 

2
 FY 2007 FY 2006 

Material weaknesses 3 

                  

-    3 

               

-    

Significant deficiencies 1 4 9 3 

Deficiencies  TBD  10 

               

-    

               

-    

Total Findings 4 14  12  3 

1The final FY 2009 internal control report associated with the CAFR audit has 
not been issued as of the date of this report. 

2FY 2008 includes deficiencies reported in a management letter. The 
management letter for FY 2009 had not been issued as of the date of this 
report. 

 

For further information regarding these audits, please reference 
www.auditor.vermont.gov. 

Performance Audit and Review Findings 

Since July 1, 2008 the office has issued 5 performance audits and 5 reviews 
containing 89 recommendations. See Table 3 for a list of reports issued and 
the number of recommendations associated with each report. 

Table 3: List of Performance Audits and Reviews 

Title Entity 
Audit/      

Review 

# of 

Recs 

Fiscal 

Year 

Orange County Internal Controls and other 
observations 

Orange County (Assistant 
Judges)  

Review 34 FY 09 

Agency of Transportation (AOT) Rail 
Report -- Vermont Agency of 
Transportation Rail Section Contract Audit 

AOT/Rail Division Performance 
Audit 

16 FY 09 

Litigation Report for Calendar Year 2008 
(required by Sec. 22a of Act No. 80 of 2007 
Session) 

Attorney General's Office  Review 0 FY 09 

Report to Vermont Board of Nursing re 
Fiscal Accounts of the Nursing Board 

Office of Professional 
Regulation/Sec. of State's 

Office  

Review 6 FY 09 

Report to House Committee on Human Agency of Human Services, Review 6 FY 09 
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Title Entity 
Audit/      

Review 

# of 

Recs 

Fiscal 

Year 

Services re State Funds for Autism Dept. of Education  

School Purchasing Report BGS Purchasing and 
Contracting Section, Dept. of 

Education 

Review 2 FY 09 

BGS:  Performance Measurement System 
Could be Improved 

BGS  Performance 
Audit 

8 FY 09 

DMV:  Performance Measurement System 
Could be Enhanced 

DMV Performance 
Audit 

7 FY 10 

DED and VEPC:  Performance 
Measurement System Could be Improved 

DED, VEPC Performance 
Audit 

10 FY 10 

Survey on Shared Services in Vermont 
School Systems  

VT SUPTS ASSOC 
MEMBERS; DOE 

Performance 
Audit 

0 FY 10 

 

Examples of the results of certain of these audits and reviews follows: 

AOT Rail Report 

This report had four key findings: (1) AOT and its railroad subcontractors did 
not adequately follow procurement regulations, resulting in $7.2 million of 
recent contracts not being competitively bid, (2) oversight and administration 
of rail contracts needed improvement, (3) lease revenues and the performance 
of leaseholders were not being verified, and AOT had foregone $37,000 in 
interest revenues from late payments of monthly leases and (4) AOT did not 
have adequate procedures to correct audit findings and to follow up on 
approximately $436,000 in questioned costs from past Rail Section audits. 
We made recommendations designed to address each of these findings, which 
were generally agreed to by AOT. 

Department of Buildings and General Services(BGS): Performance 
Measurement System Could be Improved 

In general, while BGS had taken important steps in implementing 
performance measurement system, this system was not yet mature. We made 
a series of recommendations that, if implemented, could improve BGS’ 
performance measurement system which, in turn, should provide a realistic 
and multifaceted picture of the Department’s performance. 

Orange County Internal Controls and Other Observations 

We found that many financial transactions of the County were not being 
handled in a fiscally prudent manner, putting the County at risk for 
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inappropriate expenditures and financial reporting misstatements. 
Accordingly, we recommended a variety of actions to improve the internal 
controls and financial competence of the organization, including 
implementing segregation of duties, instituting clearly written comprehensive 
policies and procedures, utilizing accounting expertise and improving the 
monitoring of the financial transactions of the County. 

For more information about the audits issued in FY 2009 and through 
December 2009, please see Appendix II for the Highlights page from each 
audit. For further information regarding the reviews, please reference 
www.auditor.vermont.gov.



Appendix I 
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Table 4:  Trends in the number of re-audits since FY 2003 

Year 

Audited 

Required 

Program 
Audits

1
 

Re-

Audits 

Total 

Audits 

Findings 

Reported 

Findings 

Corrected 

Re-Audit 
Percentage

2
 

FY 2003 10 9 19 46 27 74% 

FY 2004 15 14 29 27 14 28% 

FY 2005 9 8 17 27 11 53% 

FY 2006 11 9 20 36 32 85% 

FY 2007 15 17 32 21 13 22% 

FY 2008 7 7 14 22 8 40% 

FY 2009
3
 13 6 19 28 TBD 53% 

1Required program audits are conducted for those programs exceed 3% of total Federal expenditures 
and have not been audited in the past two years. 

2Reaudit percentage is the percentage of programs that due to the significance of audit findings will 
need to be audited in the subsequent year. 

3Two of the six programs requiring a reaudit, CDC Technical Assistance Grants and Immunization 
Grants, have failed to correct significant audit findings for 7 consecutive years. Two other programs, 
Child Support Enforcement and Vocational Rehabilitation, have been subject to reaudit for three and 
two consecutive years, respectively. 
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