
    

STATE OF VERMONT 
 

Auditors’ Report as Required by OMB Circular A-133 
and Related Information 

 
Year Ended June 30, 2005 



   
 
 
 

  
 
 

STATE OF VERMONT 
 

Auditors’ Report as Required by OMB Circular A-133 
and Related Information 

 
Year ended June 30, 2005 

 
 

Table of Contents 
 
 
 
 
 
 
 
 
 
Auditors’ Report on Compliance with Requirements Applicable 
 To Each Major Program, Internal Control Over Compliance 
 and on the Schedule of Expenditures of Federal Awards in 
 Accordance with OMB Circular A-133 Exhibit I 
 
 
Schedule of Expenditures of Federal Awards Exhibit II 
 
 
Schedule of Current Year Findings and Questioned Costs Exhibit III 
 
 



  
 
 
 
 
 
 
 
           Exhibit I 
 
 
 

AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM, INTERNAL CONTROL 
OVER COMPLIANCE AND ON THE SCHEDULE OF EXPENDITURES 

OF FEDERAL AWARDS IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 
 
Speaker of the House of the Representatives Gaye Symington 
President Pro-Tempore of the Senate Peter F. Welch 
Governor James H. Douglas 
General Assembly, State of Vermont 
State House 
Montpelier, Vermont 
 
 
Compliance
 
We have jointly audited the compliance of the State of Vermont (the State) with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2005. 
The State’s major federal programs are identified in the summary of auditors’ results section of the 
accompanying schedule of current year findings and questioned costs (Exhibit III).  Compliance with the 
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is 
the responsibility of the State’s management. Our responsibility is to express an opinion on the State’s 
compliance based on our audit. 
 
Our compliance audit, described below, did not include the operations of the component units that 
received federal financial assistance during the year ended June 30, 2005 because the component units 
engaged other auditors to perform audits in accordance with OMB Circular A-133. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
State’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.  
Our audit does not provide a legal determination on the State’s compliance with those requirements. 
 
 
 

 
RANDOLPH D. BROCK  
STATE AUDITOR  
STATE OF VERMONT 
OFFICE OF THE STATE AUDITOR 

 

 

 
 

 P.O. Box 564 
 Burlington, VT 05402 
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Speaker of the House of the Representatives Gaye Symington 
President Pro-Tempore of the Senate Peter F. Welch 
Governor James H. Douglas 
General Assembly, State of Vermont 
 
 
As described in findings 2005-4; 2005-5; 2005-7; 2005-10; 2005-12; 2005-13; 2005-15; 2005-16; 2005-
18; 2005-19; 2005-22; 2005-24; 2005-25; 2005-26; and 2005-27 in the accompanying schedule of 
findings and questioned costs, the State did not comply with requirements regarding subrecipient 
monitoring (CFDA #10.561; #16.007; #20.205; #93.268; #93.283; #93.558; #93.959; #97.004; and 
#97.067), special test provisions (CFDA #93.268; and #93.778), Suspension and Debarment (CFDA 
#12.401; #16.007; #93.268; #93.283; #93.959; #97.004; and #97,067), and allowable costs (CFDA 
#20.205; and #20.509) that are applicable to the State Administrative Matching Grants for Food Stamp 
Program (CFDA #10.561), National Guard Military and  Maintenance Projects (CFDA #12.401), 
Formula Grants for Other Than Urbanized Areas (CFDA #20.509), Highway Planning and Construction 
(CFDA #20.205), Immunization Grants (CFDA #93.268), Centers for Disease Control and Prevention – 
Investigations and Technical Assistance (CFDA #93.283), Temporary Assistance for Needy Families 
(CFDA #93.558), Medical Assistance Program (CFDA #93.778), Block Grants for the Prevention and 
Treatment of Substance Abuse (CFDA #93.959), and the Homeland Security Cluster (CFDA #16.007; 
#97.004; and #97.067) programs. Compliance with such requirements is necessary, in our opinion, for the 
State to comply with the requirements applicable to those programs. 
 
In our opinion, except for the noncompliance described in the preceding paragraph, the State complied, in 
all material respects, with the requirements referred to above that are applicable to each of its major 
federal programs for the year ended June 30, 2005. The results of our auditing procedures also disclosed 
other instances of noncompliance with those requirements, which are required to be reported in 
accordance with OMB Circular A-133 and which are described in the accompanying schedule of current 
year findings and questioned costs (Exhibit III) as items 2005-2; 2005-3; 2005-6; 2005-8; 2005-9; 2005-
11; 2005-14; 2005-17; 2005-20; 2005-21; and 2005-23. 
 
Internal Control Over Compliance
 
The management of the State is responsible for establishing and maintaining effective internal control 
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal 
programs. In planning and performing our audit, we considered the State’s internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on compliance and 
to test and report on the internal control over compliance in accordance with OMB Circular A-133. 
 
We noted certain matters involving the internal control over compliance and its operation that we 
consider to be reportable conditions. Reportable conditions involve matters coming to our attention 
relating to significant deficiencies in the design or operation of the internal control over compliance that, 
in our judgment, could adversely affect the State’s ability to administer a major federal program in 
accordance with the applicable requirements of laws, regulations, contracts, and grants. Reportable 
conditions are described in the accompanying schedule of findings and questioned costs as items 2005-3; 
2005-4; 2005-5; 2005-6; 2005-7; 2005-8; 2005-10; 2005-11; 2005-12; 2005-13; 2005-14; 2005-15; 2005-
16; 2005-17; 2005-18; 2005-19; 2005-20; 2005-22; 2005-23; 2005-24; 2005-25; 2005-26; and 2005-27. 
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Speaker of the House of the Representatives Gaye Symington 
President Pro-Tempore of the Senate Peter F. Welch 
Governor James H. Douglas 
General Assembly, State of Vermont 
 
 
A material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that noncompliance with the 
applicable requirements of laws, regulations, contracts, and grants caused by error or fraud that would be 
material in relation to a major federal program being audited may occur and not be detected within a 
timely period by employees in the normal course of performing their assigned functions. Our 
consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses. However, of the reportable 
conditions described above, we consider items 2005-4; 2005-5; 2005-7; 2005-10; 2005-12; 2005-13; 
2005-15; 2005-16; 2005-18; 2005-19; 2005-22; 2005-24; 2005-25; 2005-26; and 2005-27 to be material 
weaknesses. 
 
Schedule of Expenditures of Federal Awards 
 
We have jointly audited the Schedule of Expenditures of Federal Awards (Schedule) of the State of 
Vermont for the year ended June 30, 2005. This Schedule is the responsibility of the State’s management. 
Our responsibility is to express an opinion on this Schedule based on our audit. 
 
We conducted our audit of the Schedule of Expenditures of Federal Awards in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the Schedule of Expenditures of Federal Awards is free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the Schedule of 
Expenditures of Federal Awards. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall Schedule presentation. We 
believe that our audit provides a reasonable basis for our opinion. 
 
As described in note 1(c), the accompanying Schedule of Expenditures of Federal Awards is prepared on 
a cash basis of accounting and is not intended to present the federal expenditures of the State in 
accordance with accounting principles generally accepted in the United States of America. 
 
In our opinion, the Schedule of Expenditures of Federal Awards referred to above presents fairly, in all 
material respects, the federal expenditures of the State of Vermont for the year ended June 30, 2005 in 
accordance with the basis of accounting described in note 1(c) to the Schedule of Expenditures of Federal 
Awards. 
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Speaker of the House of the Representatives Gaye Symington 
President Pro-Tempore of the Senate Peter F. Welch 
Governor James H. Douglas 
General Assembly, State of Vermont 
 
 
This report is intended solely for the information and use of the Speaker of the House of the 
Representatives, the President Pro-Tempore of the Senate, the Governor, management, the cognizant 
federal agency, the Office of the Inspector General and federal awarding agencies, and is not intended to 
be and should not be used by anyone other than these specified parties.  However, this report is a 
matter of public record, and its distribution is not limited. 
 
 

 
         Randolph D. Brock 
         State Auditor 
 

 

         KPMG LLP 
 
 
December 29, 2005 
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