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ACTION ITEM

PROPOSED AMENDMENT TO BOARD POLICY 1A.2
SECOND READING

BACKGROUND

Much debate has occurred over required rotation of external auditors. While the Public
Company Accounting Oversight Board (PCAOB) believes strongly in a mandatory rotation, both
the American Institute of Certified Public Accountants (AICPA) and the Institute of Internal
Auditors are opposed to one based solely on passage of time. In fact, the AICPA believes that
mandatory rotation would actually hurt government and not-for-profit organizations.

Controls currently in place to protect the system against risks associated with using the same
audit firm on consecutive engagements include:

e Ataminimum, board policy requires that we solicit bids for external audit services once
every five years.

e Representatives from both internal audit and the finance division prepare the requirements
for soliciting external audit bids and are involved in the evaluation of proposals received.

¢ Audit Committee recommends the selection of external audit firm(s) to the full Board of
Trustees for approval.

As background, a summary of contracts with external audit firms by fiscal year is attached.

RECOMMENDED COMMITTEE MOTION:

The Audit Committee recommends the Board of Trustees adopt the following motion:

The Board of Trustees approves the amendment to Board Policy 1A.2 Board of Trustees.

RECOMMENDED BOARD MOTION:

The Board of Trustees approves the amendment to Board Policy 1A.2 Board of Trustees.

Date Presented to the Board of Trustee: January 21, 2014
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BOARD POLICY — PROPOSED AMENDMENT 1A.2

Chapter 1. System Organization and Administration

Policy 1A.2 Board of Trustees

1A.2 Board of Trustees

Part 5. Standing Committees, Committees, and Working Groups of the Board.

Subpart E. Audit Committee. The audit committee of the board consists of no fewer
than three and no more than seven members to be appointed by the chair of the board
annually. The committee shall meet at the call of its chair. The audit committee is
charged with oversight of internal and external audits of all system functions including
individual campus audits. The board shall hire an executive director of internal auditing
and other auditors who shall report directly to the committee and the board. Committee
members shall receive training annually on their auditing and oversight responsibilities.

The audit committee is responsible for overseeing the service of internal and independent
auditors. Policy 1D governs the Office Internal Auditing. The committee has the
following responsibilities for independent auditors:

1. Oversee the process for selecting independent auditors. The committee shall
select one or more independent auditors to audit system-level or institutional
financial statements and recommend their appointment to the board. An

2. Review any non-audit services proposed by independent auditors under contract
for audit services. The board must approve in advance any non-audit services to
be provided by independent auditors under contract for audit services unless the
scope of non-audit services is completely distinct from the scope of the audit
engagement.

3. 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.

Date of Adoption: 03/21/95,
Date of Implementation: 03/21/95,
Date and Subject of Revision:
xx/xx/14 - Amended Part 5, Subpart E1 to remove the restriction that independent audit firms
may not be appointed to a particular engagement for more than six consecutive years.




System

Revenue Fund

Federal Financial Aid Audit
ISEEK Audit

Bemidji State University
MSCTC (NWTC)

Mn. State U, Mankato

Mn. State U Moorhead

St. Cloud State University
Winona State University
Century College
Hennepin Technical College
Metropolitan State U
Mpls. C&TC

Normandale CC
Rochester C&TC

Southwest Mn State U

FY1999 FY2000

NA
CLA
OLA
NA

OLA*
CLA
OLA
NA

KDV:
CLA:
BTVK:
Deloitte:
OLA:

External Auditor Historical Tracking

FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013
Deloitte Deloitte Deloitte |KDV KDV KDV KDV KDV KDV CLA CLA CLA CLA
Deloitte Deloitte Deloitte |JKDV KDV KDV KDV KDV KDV CLA CLA CLA CLA
Deloitte Deloitte Deloitte |KDV KDV KDV KDV KDV KDV CLA CLA CLA CLA
NA NA NA NA NA NA NA NA NA CLA CLA CLA CLA
KDV KDV KDV KDV KDV KDV BTVK BTVK BTVK |BTVK BTVK BTVK
KDV KDV KDV KDV KDV KDV BTVK BTVK BTVK |BTVK BTVK BTVK
CLA CLA CLA CLA CLA CLA KDV KDV KDV KDV KDV KDV
KDV KDV KDV CLA CLA CLA KDV KDV KDV KDV KDV KDV
CLA CLA CLA BTVK BTVK BTVK BTVK BTVK BTVK |KDV KDV KDV
CLA CLA CLA CLA CLA CLA KDV KDV KDV KDV KDV KDV
CLA CLA CLA CLA CLA CLA BTVK BTVK BTVK [|BTVK BTVK
BTVK BTVK BTVK BTVK BTVK BTVK KDV KDV KDV KDV KDV
BTVK BTVK BTVK BTVK BTVK BTVK CLA CLA CLA CLA CLA
BTVK BTVK BTVK BTVK BTVK BTVK CLA CLA CLA CLA CLA
NA NA NA NA NA NA NA KDV KDV KDV KDV
KDV KDV KDV KDV KDV KDV CLA CLA CLA CLA CLA
KDV KDV KDV KDV KDV KDV CLA CLA CLA CLA CLA

Kern DeWenter Viere

CliftonLarsonAllen
Baker Tilly Virchow Krause
Deloitte Touche Tohmatsu Limited

Office of the Legislative Auditor

OLA* Balance Sheet Only
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