AUDIT COMMITTEE
NOVEMBER 15, 2011
9:00 A.M.

McCoRrMICK ROOM
30 7TH STREET EAST
SAINT PauL, MN

Please note: Committee/Board meeting times are tentative. Committee/Board meetings may begin up to 45 minutes earlier
than the times listed below if the previous committee meeting concludes its business before the end of its allotted time slot.

Committee Chair Van Houten calls the meeting to order.

(1) Minutes of October 18, 2011 (pages 1-6)

(2) Proposed Amendment to Board Policy 1D.1 Office of Internal Auditing
(Second Reading) (pages 7-12)

(3) Review and Approve Release of Audited Financial Statements 2011
(pages 13-15)

(4) Board Committee Goals (pages 16-17)

Members

James Van Houten, Chair
Phil Krinkie, Vice Chair
Dan McElroy

David Paskach

Michael Vekich

Bolded items indicate action required.



MINNESOTA STATE COLLEGES AND UNIVERSITIES
BOARD OF TRUSTEES
AUDIT COMMITTEE
MEETING MINUTES
October 18, 2011

Audit Committee Members Present: Trustees James Van Houten, Chair; Philip Krinkie,
Dan McElroy, David Paskach (viatelephone), and Michael Vekich.

Audit Committee Members Absent: none.

Others Present: Trustees Brett Anderson, Duane Benson, Cheryl Dickson, Jacob Englund,
Alfredo Oliveiraand Chancellor Rosenstone.

The Minnesota State Colleges and Universities Audit Committee held its meeting on October
18, 2011, at Wells Fargo Place, 4" Floor McCormick Room, 30 East 7™ Street in St. Paul.
Chair Van Houten called the meeting to order at 10:03 am. and reviewed the agenda.

Approval of the Audit Committee Meeting Minutes

Chair Van Houten reviewed the highlights of the June meeting minutes. He called for a
motion to approve the June 22, 2011 audit committee meeting minutes. There was no dissent
and the motion carried.

Chair Van Houten welcomed President Edna Szymanski who, with President Pat Johns, will
serve as the Leadership Council representatives to the audit committee.

1. Approve FY 2012 Audit Plan (action item)

Ms. Beth Buse, Executive Director of Internal Auditing, stated that approval of the FY
2012 Audit Plan was held over from the July committee meeting due to alack of a
qguorum. She reviewed the details of the plan for the committee.

Trustee Van Houten stated that there were provisions in the public meeting laws that
would allow closed discussions about issues that would create security risks. He
suggested that detailed discussions about vulnerability and threat management may
require the audit committee to call for a special closed meeting.

Trustee McElroy asked if the plan was to audit the system abstractly or the data the
system had produced. As an example he noted past challenges in the proper recording of
faculty leave hours, and asked whether the system for tracking faculty leave would be
audited, or if the leave would be audited to determineif it was correct. Ms. Buse stated
that it would depend on where the control rests. In cases where there was a great deal of
manual intervention, then the recommendations would be addressed at the specific
college or university, though there could aso be recommendations that controls be built
into the system.

Trustee Van Houten reminded trustees that the committee had approved the audit budget
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with some confidence that with additional work and networking by the finance people,
and with IT staff being more involved on security audit work, that the approved budget
would be adequate. But he reminded the committee that there had aso been an
understanding that if the budget wasn’t sufficient to meet the audit goal's, the committee
could take additional funds from the reserves to ensure adequate audit coverage at alater
date.

Ms. LauraKing, Chief Financial Officer, stated that the committee would have another
chance in January to examine the system’s overall audit strategy when the new audit
contracts were reviewed. She reminded trustees that the audit strategy was a hybrid
model of financial statement audits and internal control and compliance audits. She
added that the Office of Internal Audit would be conducting a user side survey thisfall to
measure campus endorsement and utility of the financial statement audit effort.

Trustee Oliveira asked about the scope of the ISRS security audit. Ms. Buse explained
that the project had not been fully scoped out, but that the plan would be to review user
level security asit related to individuals having more access than necessary or
incompatible access. She explained that segregated duties in ISRS security would be a
preventative control, but if preventative controls were not possible, then there should be
detective controls or mitigating controls, to ensure that transactions are reviewed by a
another individual.

Ms. Buse also stated that a new security module had been put into place in the last year
and a half, so it might be appropriate timing to review that module to ensure that the
implementation of that security module was complete and being utilized.

Trustee Van Houten stated that as the campus cooperative takes over certain functions,
there will be the need for not only technology security but also an audit policy. Ms. Buse
stated that she was working with Mr. Colin Dougherty, Associate Vice Chancellor of
Finance, who isleading up the efforts on the cooperative and shared services. She noted
that there were some things already in production, but that there were some processes
where audit work could be done on the front end before they are put into production to
ensure that appropriate internal controls arein place.

Trustee Van Houten called for amotion to approve the FY 2012 Audit Plan. Trustee
Vekich made the motion, Trustee McEIlroy seconded.

COMMITTEE ACTION:

On October 18, 2011, the Audit Committee reviewed the draft Fiscal Year 2012 Internal
audit plan and approved the following motion:

RECOMMENDED MOTION:

The Board of Trustees approves the Office of Internal Auditing annual audit plan for
fiscal year 2012.



2. Proposed Amendment to Board Policy 1D.1 Office of Internal Auditing (First Reading)
(Information Item)

Ms. Buse stated that Board Policy 1D.1 contained the audit charter for the Office of
Internal Auditing, and was due for a periodic review as required by board policy. She
explained that the magjority of the proposed changes would ensure that the Office of
Internal Auditing isin compliance with changesin the International Standards for the
Professional Practice of Internal Auditing.

Ms. Buse noted the proposed elimination of the section in Part 5 relating to Consulting
Services. She stated that while the office does still provide consulting in the form of
professional advice to college and university staff, thereis no longer organizational
development expertise on staff.

Finally, Ms. Buse noted the second reading the proposed policy amendment would reflect
the appropriate naming changes for the Office of the Chancellor.

Trustee Van Houten noted that deciding when to involve the board on issues was an
important responsibility of the Executive Director. He stated that as the chair of the audit
committee, he meets with Ms. Buse to discuss the types of issues that arise throughout
the system in terms of fraud inquiries and investigations.

3. Review Annua Internal Auditing Report for fiscal year 2011 (Information Item)

Ms. Buse stated that in the past the Annual Internal Auditing Report had been presented
in January, but that it was her intention to shift the timing of the report, which was
required under board policy 1D.1, to be more closely aligned to the end of the fiscal year.

Ms. Buse assured the committee that she was independent in fact and in appearance. She
stated that organizationally, the office was structured in a manner that helped to ensure
that independence, but added that she intended to conduct the work of the Office of
Internal Auditing with integrity and independence in reporting to the audit committee.

Ms. Buse reviewed the Annual Internal Auditing Report for fiscal year 2011. She
reminded members that the fiscal year 2010 financial statement audits resulted in
unqualified opinions on all fourteen statements and no material weaknesses or significant
deficiencies. She noted that with the loss the Legidlative Auditor contract the internal
control and compliance audits that had been done in the past were not conduced in fiscal
year 2011. She added that the Office of the Legislative Auditor did conduct areview of
Metropolitan State University, and that they anticipated wrapping up their work by the
end of the calendar year, so there should be areport to the audit committeein late
December or early January.

Ms. Buse stated that the colleges and universities had done phenomenal work to clear
outstanding audit findings. She noted that as of June 30, 2011 there were only forty-two
unresolved audit findings systemwide. Ms. King stated that there had been hundreds of
internal control and compliance findings generated by the Legislative Auditor each year.
She noted that very few of them had been significant but that there had been alot of work
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to clean up the backlog. She added that the challenge would be to put the monitoring
systems in place to check continuing compliance going forward, but she further added
that much of that work was already being done.

Ms. Buse stated that the number of audit findings should be relatively low because there
hadn’t been any internal control and compliance audits in the past year. She noted that
there were still five audit findings classified as unsatisfactory progress, but she further
stated that she and Vice Chancellor Laura King were working with those institutions to
get those five areas under controls.

Trustee Van Houten asked President Edna Szymanski, Minnesota State University
Moorhead, about the reaction of the presidents and the focus on unresolved audit
findings. President Szymanski thanked the Office of Internal Audit and the Finance
Division for their assistance at the university to resolve outstanding audit findings. She
stated that as a president she appreciated the system’s assistance in identifying and
resolving issues.

Vice Chancellor King expressed her appreciation of the presidents and the business staff
for the work that had been done on the campuses.

Trustee McElroy asked for an example of a capital asset management finding. Ms. Buse
stated that typically it related to inventorying fixed assets. She added that there were two
outstanding audit findings where the college and university had not completed a thorough
fixed asset inventory. Ms. King added that inventorying fixed assets was a difficult task
for colleges and universities. It required them to walk through every building on a
million square feet of property, fast enough so that nothing moved before it could be
recorded.

Trustee Paskach stated that he hoped that as the system began to do its own internal
compliance and control audits, there would be the same quality of findings that would get
the appropriate reaction by the colleges and universities. He was confident that would
happen but cautioned that they need to stay vigilant.

Trustee Van Houten noted that in the past those findings had been used by the Finance
Division to develop training programs for the campuses. He noted that in the absence of
new information about systematic issues, there would have to be some subjective
assumptions to decide on training programs.

Vice Chancellor King stated that there would still be audits done through the Office of
Internal Auditing, including the state university payroll audit and the ISRS security work,
which will provide an indication of training or procedure gaps. She also noted that the
work of the financial monitoring and indicators was very robust. She agreed that they
system was transitioning processes and would have to pay attention to changesin
procedures in order to continue to leverage the value of the work, and she assured the
committee that that would be done.

Trustee Van Houten stated that it was his belief that the success of the previous cycle of
audits was because of the great effort on the part of the Finance Division and others, to
educate and share the information with the campuses. He noted that if there was arisk it
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would be that an outstanding issue wouldn’t necessarily be communicated to all colleges
and universities.

Ms. Buse stated that the functional area audits were determined from the audit risk
assessment results. The recommendations that may come out of those functional area
audits will more closely aign with specific system office divisions and will prompt
potential training or changes to the system because there will be amore of a
comprehensive look across al colleges and universities. She added that although it isa
change in process, by moving to the functional area audits, there should be efficienciesin
the audit process that may give better audit recommendations that will impact the entire
organization.

Trustee Van Houten asked about the turnover rates for financial staff systemwide. Vice
Chancellor King stated there had not been a spike in the rate of turnover. She added that
they typically conduct four to six searches each year as staff take promotions or move out
of state for other jobs. But she noted steady increase in the internal advancement
amongst the Chief Financial Officers.

Ms. Buse continued by stating that a substantial increase in the number of fraud inquiry
and investigation support, but none of those were for significant dollar amounts. She
noted that staff did have to spend more timein this area, however, and she anticipated
that trend would continue into the next year. Trustee Van Houten thanked Ms. Buse for
her comments.

Roles and Responsibilities of the Audit Committee (Information Item)

Ms. Buse reviewed the board policies related to the Audit Committee or to the Office of
Internal Auditing. She explained that the Executive Director of Internal Auditing reported
directly to the Board of Trustees through the Audit Committee, with an administrative
relationship to the Chancellor.

Ms. Buse reminded the committee that in November, members would receive the thirteen
colleges and universities audited financial statements as well as the system financial
statements. She reviewed the plan for distributing those statements to the members.

Ms. Buse stated that, asin prior years, the committee had been divided into two review
teams. All of the five members would receive all audit statements, but the first group would
be asked to concentrate reviewing six audited financial statements and the other group
would be asked to concentrate reviewing the remaining seven audited financial
statements. Trustee Van Houten would plan to review al fourteen reports. All audit
committee members would be asked to review the systemwide audited financial statements
aswell asany college or university where a material weakness had been identified.

Trustee Van Houten noted that it had worked well in the past to receive the documentsin
two mailings so that committee members have adequate time to begin the work of
reviewing the reports. He noted that there would also be a one page summary attached to
each report and he suggested to members that it would be worthwhile for them to review
each of those summary pages prior to the November committee meeting. Trustee Van
Houten further noted that the audit committee was made up of experienced members who
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had been through this process before.

Vice Chancellor King discussed the possibility of receiving the materials electronically to
reduce the amount of paper that members would haveto receive. Trustee Van Houten
suggested that if there were members who wanted to receive the materials electronically
they could make that request individually.

Ms. Buse explained that copies of the draft audited financia statements could be made
available to any Board member who was interested in reviewing them, but that they
would not be included in the board packet. Copies of theindividual coversheets would
be made available at the November meeting. She added the once the reports were
released by the Board of Trustees, final versions would be made available on the Finance
Division website.

Trustee Van Houten explained how the external auditors would comein to present the
reports at the November committee meeting. He stated that in the past there had been an
open discussion with the external auditors. He noted that the prior year discussion had
related to minor issues because the audit reports had been excellent.

Trustee Benson noted that there had been an increase in student financial aid fraud at the
two-year colleges. He asked if that trend was being seen at the four-year universities as
well. Ms. Buse explained that the increase typically related to fraud rings or identity theft
issues. She noted that two-year colleges were open access institutions where tuition was
typically low, so the overage checks were larger, making them atarget for that kind of
fraud and theft.

Vice Chancellor King noted that there had been a continuing upward trend on financial
aid reliance at both two and four year institutions. Trustee McElroy asked if that trend
had been impacted by the move to direct lending. He asked if the system was ableto
capture more data now than it could when banks were the primary lender. Vice
Chancellor King stated that the same information was available. She stated that the
financial aid reliance was more closely related to the increase in the average PELL grant
amounts and by an increased level of neediness among the student population.

The meeting adjourned at 11:11 am.

Respectfully submitted,
Darla Senn, Recorder



MINNESOTA STATE COLLEGESAND UNIVERSITIES
BOARD OF TRUSTEES

Agenda Item Summary Sheet

Committee: Audit Committee Date of Meeting: November 15, 2011

Agenda Item: Proposed Amendment to Board Policy 1D.1 Office of Internal Auditing (Second
Reading)

x | Proposed Approvals Other Monitoring
Policy Change Required by Approvas
Policy
Information

Cite policy requirement, or explain why item is on the Board agenda:

Board Policy 1A.1, Part 6, authorizes the Board of Trustees to enact and amend policies.
Scheduled Presenter(s):

Beth Buse, Executive Director, Office of Internal Auditing

Outline of Key Pointg/Policy | ssues:

> Policy 1D.1isthe Audit Charter for the Office of Internal Auditing.

» Themaority of the proposed changes would ensure that we are in compliance with the
International Standards for the Professional Practice of Internal Auditing.

» The proposed amendment would remove Part 5c, Consulting Services. There has been a
reduction in the type of consulting services Internal Auditing provides due to budget
reductions over the past two years.

Background Information:

» Board Policy 1A.1, Part 6, Subpart H, requires that Board Policies be reviewed at |east once
every five years.

» The Audit Committee reviewed the proposed amendments to Board Policy 1D.1 at the
October meeting.



BOARD OF TRUSTEES
MINNESOTA STATE COLLEGESAND UNIVERSITIES

BOARD ACTION ITEM

PROPOSED AMENDMENT TO BOARD POLICY 1D.1
OFFICE OF INTERNAL AUDITING (SECOND READING)

BACKGROUND

Board Policy 1D.1 contains the audit charter for the Office of Internal Auditing. Required by
Institute for Internal Auditing Standards, the audit charter is aformal document that defines the
internal audit activity’s purpose, authority, and responsibility. The charter establishes the
internal audit activity’ s position within the organization, authorizes access to records, personnel,
and physical properties relevant to performance of engagements, and defines the scope of
internal audit activities.

The magjority of the proposed changes would ensure that the Office of Internal Auditingisin
compliance with the International Standards for the Professional Practice of Internal Auditing.
The proposed amendment would also remove Part 5¢c, Consulting Services. There has been a
reduction in the type of consulting services Internal Auditing provides due to budget reductions
over the past two years.

The proposed amendment was sent out for review and comment to presidents, vice presidents,
deans, chief financial officers, chief information officers, human resource officers, student
associations and faculty unions, aswell asto al System Office staff. The Audit Committee
reviewed the proposed amendments to Board Policy 1D.1 at the October meeting.

RECOMMENDED COMMITTEE ACTION
The Audit Committee recommends that the Board of Trustees adopt the following motion:

RECOMMENDED MOTION
The Board of Trustees approves the amendment to Policy 1D.1 Office of Internal Auditing.

Date Presented to the Board of Trustee: November 15, 2011



PROPOSED AMENDMENT

Minnesota State Colleges and Universities

Board Policies

Chapter 1 - System Organization and Administration
Section D - Office of Internal Auditing

1D.1 Office of Internal Auditing

theirsupporting-systems: The
objective assurance and consulting services designed to add value and improve the operations of the
Minnesota State Colleges and Universities. Internal Auditing helps the Board of Trustees,

Chancellor, presidents, and all other levels of management accomplish their objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk management,

control, and governance processes.

Part 2. Values and Principles. Internal-Auditingassists-the Board-of Trustees; Chaneello;

The Office of Internal Auditing is committed to:

e Supporting the success of public higher education (student success and learning),

e Practicing with integrity, honesty, and objectivity.

e Complying with professional and ethical standards

e Protecting confidentiality of information

e Conveying results first to appropriate management (no public surprises) and as necessary to

other stakeholders

e Promoting accessibility to internal auditing services, both geographically and by fostering
relationships with campus personnel

e Understanding the unique needs of individual institutions

e Maintaining excellence through innovative and proactive methodologies, professional
development, and continuous learning,.

e Celebrating success.
Part 3. Vision Statement. The Office of Internal Auditing is a catalyst for improvement.

Part 4. Standards of Practice. Internal Auditing activities will be conducted in compliance with
the Minnesota State Colleges and Universities policies and procedures as well as with the
International Standards for the Professional Practice of Internal Auditing and the Code of Ethics
promulgated by the Institute of Internal Auditors.




Part 5. Services. Internal Auditing shall be an advocate to improve and maintain accountability and
promote the proper management oversight of the System Office, and college and university
programs and activities. Internal Auditing is intended to complement, and not replace, other services
available either on campuses or in the System Office. It has particular expertise in topics such as
auditing, accounting, internal controls, financial risk management, and etganizational-development
information technology. When dealing with matters outside its expertise, Internal Auditing shall
seck the assistance of other experts in the organization or obtain external consultative services, if
necessary. It offers the following types of services in order to assist the Board of Trustees,
Chancellor and presidents in accomplishing their objectives and in improving operations.

a) Assurance Services consist of examinations designed to inform interested stakeholders
about the reliability and accuracy of information and information systems. System-wide
topics may be selected by formal action of the Board of Trustees. Internal Auditing may
also enter into agreements to conduct special studies requested by the Chancellor or a
president. Studies may focus on (1) compliance with board policies, laws, and regulations,
(2) reliability of information, (3) economy and efficiency of operations, (4) effectiveness in
meeting goals and objectives, et (5) design and effectiveness of information technology
security controls, or (0) safeguarding of assets. Internal Auditing shall coordinate all audit-
related activities conducted by the Legislative Auditor and external auditors within MnSCU.
Internal Auditing must follow-up on audit findings generated by either internal or external
audits and ensure that findings are satisfactorily resolved.

b) Fraud Inquiry and Investigation Support Services are intended to augment the efforts of
colleges and universities to ensure that evidence of fraud or dishonest acts is investigated
professionally and promptly. Internal Auditing shall look to legal counsel for leadership on
any issues that may involve criminal action or reveal potential legal exposures. It is
recognized that these matters must be reported to the Legislative Auditor as required by
state law.

d) Professional Advice shall promote an understanding and implementation of state laws and
rules, federal laws and regulations, board policies and procedures, professional accounting
and auditing standards, and best practices in management and organizational development.
Advice may be communicated in response to questions for which Internal Auditing has
expertise, through availability of self-assessment tools, by broadly relaying or publicizing
information on selected topics, or by offering workshops, offering workshops and inservices
on-site or via technology such as webinars erseminars.

Part 56. Authority and Responsibilities. Internal Auditing has the authority to audit all parts of
MnSCU and is granted full and complete access to all MnSCU records (manual or electronic),
physical properties and personnel relevant to any services provided according to this policy. Access
is also granted, by contract, to relevant records of all MnSCU related foundations, contractors, and
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partners. Documents and information given to internal auditors shall be handled in compliance with
provisions of the Minnesota Government Data Practices Act.

Internal Auditing shall have no direct authority over or responsibility for any of the activities or
operations they review. Unless extenuating circumstances dictate, internal auditors should not
develop and #nastall implement procedures, prepare records or engage in activities which would
normally be reviewed by Internal Auditing. Internal Auditing may review proposed systems and
processes prior to implementation to assure adequate controls will exist.

Part 67. Organization. The Executive Director of Internal Auditing reports directly to the Board
of Trustees through the Chair of the Board of Trustees Audit Committee. The Chancellor will
handle matters related to audit departmental operations in consultation with the Chair of the Audit
Committee.

The Executive Director of Internal Auditing shall present to the Audit Committee an annual audit

plan based on a system-wide audit risk assessment and-auditplantforeachfisealyear. The plan shall

include all Internal Auditing and external audit activities planned for the ensuing fiscal year. The
Executive Director shall report any significant changes to the audit plan throughout the year.

The Executive Director has direct and unrestricted access to the Board of Trustees. The Executive
Director has the right and responsibility to report to the Trustees any circumstances that are
significant violations of MnSCU controls, policies or procedures and any other matters that the
Executive Director believes warrant Trustee notification. Internal Auditing is a function shared with
the Chancellor and the presidents. Therefore, the Executive Director has the right and
responsibility to report any matters to the Chancellor and presidents that warrant their notification
or assist them in improving their operations.

Part 78. Internal Auditing Data. As required by Minnesota Statutes Section 13.392, Subdivision
1, data notes, and preliminary drafts of reports created, collected, and maintained by Internal
Auditing are confidential data on individuals or protected nonpublic data while work is in progress.

The final report is public data, except as provided under the Minnesota Government Data Practices
Act.

Also, as required by Minnesota Statutes Section 13.392, Subdivision 2, data on an individual
supplying information for an audit or investigation that could reasonably be used to determine the
individual’s identity, are private data on individuals if the information supplied was needed for an
audit or investigation and would not have been provided to Internal Auditing without an assurance
to the individual that the individual’s identity would remain private.

Part 89. Reporting. Internal Auditing reports resulting from services requested by the Audit
Committee shall be distributed to members of the Board of Trustees. Copies of these reports also
shall be distributed to management as appropriate. The Executive Director shall enter into an
agreement with the Chancellor, other senior administrative-otfietal administrators, or a president to
direct the distribution of Internal Auditing reports resulting from services not requested by the
Audit Committee. Such reports shall be distributed to the Board of Trustees if the circumstances
that are cited in Part 57 of this policy are revealed.

11



The Executive Director shall present periodic follow-up reports to the Audit Committee that shows
progress toward implementing internal and external audit findings previously reported to the
committee.

The Executive Director shall present an annual report to the Audit Committee that shows the
results of audits conducted during the previous fiscal year, including a summary of significant audit
results.

Date of Adoption: 07/19/00,
Date of Implementation: 07/19/00,

Date and Subject of Revision:
xoc/ xoc/ 11 — Amended throughont to clean up langnage and comply with International Standards for the
Professional Practice of Internal Auditing. Removed Part 5¢, Consulting Services.
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MINNESOTA STATE COLLEGESAND UNIVERSITIES
BOARD OF TRUSTEES

Agenda Item Summary Sheet

Committee: Audit Committee Date of Meeting: November 15, 2011

Agendaltem: Review and Approve Release of the Audited Financia Statements

Proposed Approvals « | Other Monitoring
Policy Change Required by Approvals

Policy
Information

Cite policy requirement, or explain why item is on the Board agenda:

Board Policy 1A.2, part 5, subpart E requires the Audit Committee to review the audited financial
statements and recommend their release to the Board of Trustees.

Scheduled Presenter ():

Beth Buse, Executive Director, Office of Internal Auditing
LauraKing, Vice Chancellor - Chief Financial Officer

Colin Dougherty, Associate Vice Chancellor of Finance

Tom Koop, partner with LarsonAllen, LLP

Steve Wischmann, partner with Kern DeWenter Viere, Ltd,
Daryl DeKam, partner with Baker Tilly Virchow Krause, LLP

Outline of Key Points/Poalicy Issues:

» The System, its revenue fund, the seven state universities, and six colleges had financial statement
audits conducted by external auditors. The opinion letters provide the Board and other users of the
audits with reasonabl e assurance that the information is materially accurate and reliable. Auditing
standards al so require the audit firmsto convey certain required communications, including any
significant deficiencies or material weaknessesin internal controls, to the Audit Committee.

» The Audit Committee will focus on the work of the external auditors and satisfy itself with the
assurances offered by the auditors.

Background I nformation:
» The financial statements were prepared by college and university business offices with the

assistance of the System Office finance division and have been audited by public accounting firms
that were selected by the Board of Trustees.
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BOARD OF TRUSTEES
MINNESOTA STATE COLLEGESAND UNIVERSITIES

BOARD ACTION

REVIEW AND APPROVE RELEASE OF THE
AUDITED FINANCIAL STATEMENTS

BACKGROUND

Board Policy 1A.2, part 5, subpart E requires the Audit Committee to “review and discuss the results
of each audit engagement with the independent auditor and management prior to recommending
that the board release the audited financial statements.”

The audited financial statements for fiscal year 2011 activity will be presented at this meeting as
follows:

Financial Statements audited by LarsonAllen, LLP —
e Systemwide (Book 2)
¢ Revenue Fund (Book 1)

Southwest Minnesota State University (Book 1)
Metropolitan State University (Book 2)

Minneapolis Community and Technica College (Book 2)
Rochester Community and Technical College (Book 2)

Financial Statements audited by Kern DeWenter Viere, Ltd -

Hennepin Technical College (Book 2)
Minnesota State University Moorhead (Book 2)
Normandale Community College (Book 2)
Winona State University (Book 2)

Minnesota State University, Mankato (Book 1)
St. Cloud State University (Book 1)

Financial Statements audited by Baker Tilly Virchow Krause, LLP -
e Bemidji State University (Book 1)

e Century College (Book 1)
e Minnesota State Community and Technical College (Book 1)
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AUDIT RESULTS

Copies of the audited financial statements were provided to members of the Audit Committee for
review prior to the meeting on November 15, 2011. Public copies of the reports will be available at
the committee meeting and on the Financial Reporting website after November 15, 2011.
RECOMMENDED COMMITTEE ACTION:

The Audit Committee has reviewed the fiscal year 2011 audited financial statements and discussed
them with representatives of management and the external auditing firms. The committee
recommends that the Board of Trustees adopt the following motion:

RECOMMENDED MOTION:

Based on the review and recommendation of the Audit Committee, the Board of Trustees approves
the release of the fiscal year 2011 audited financial statements as submitted.

Date Presented to the Board of Trustee: November 15, 2011
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MINNESOTA STATE COLLEGESAND UNIVERSITIES
BOARD OF TRUSTEES

Agenda Item Summary Sheet

Committee: Audit Committee Date of Meeting: November 15, 2011

Agenda ltem: Board Committee Goals

Proposed Approvas Other Monitoring
Policy Change Required by Approvals
Policy

x| Information

Cite policy requirement, or explain why item is on the Board agenda:

Each committee of the Board of Trusteesis asked to bring forward one or two goals that they have
selected for further study for FY 2012. The committee will periodically review progress on its goals.

Scheduled Presenter(s):
Beth Buse, Executive Director, Office of Internal Auditing
Background Information:

» The committee will discuss potential goals for fiscal year 2012.
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BOARD OF TRUSTEES
MINNESOTA STATE COLLEGESAND UNIVERSITIES

INFORMATION ITEM

BOARD COMMITTEE GOALS

The committee will discuss potential goals for fiscal year 2012.

Date Presented to the Board of Trustee: November 15, 2011
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