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The chair, Norman D. Tripp, convened the meeting of the Audit and Compliance Committee at 11:33 a.m., in the Live Oak Ballroom, Ferrell Commons, at the University of Central Florida.  The following members were present: Charles Edwards, Patricia Frost, Stanley Marshall, and Gus Stavros. Also present were Ava Parker, Dean Colson, Tico Perez, Frank Martin, Gallop Franklin, and Dick Beard.
1.
Call to Order  

Chair Tripp called the meeting to order.    
2.
Approval of Minutes
Minutes from the January 28, 2010, Audit and Compliance Committee (Audit Committee) conference call were approved.
3.
Approval of the Audit and Compliance Committee Charter and the Office of the Inspector General and Director of Compliance Charter, Annual Review
The Audit Committee Chair, Norman Tripp, explained to the Audit Committee that the Audit Committee reviews and updates these Charters each year.  The changes this year are technical.  
Derry Harper, the Board’s Inspector General and Director of Compliance, explained that to meet the provisions of the Charters, they are to be reviewed annually by Board staff and the Audit Committee.  Additionally, in the same spirit of collaboration experienced in drafting and adopting the Charters initially, university staff (general counsels and internal audit executives) were invited to review and provide comments.  A collaborative process will continue each year.  

Mr. Harper stated there were two objectives in revising the Charters this year:

a) The Audit Committee is responsible for assessing whether the Charter is meeting the objectives set forth by the Board in establishing the responsibilities and duties of the Audit Committee.  It must also ensure there are clear lines of authority between the Audit Committee’s duties and those of the Board’s Inspector General’s office.

b) The Audit Committee must ensure any necessary changes made to the Charters adequately reflect the wishes of the Board and the Audit Committee.  

The Audit and Compliance Committee Charter is found on page 10 of the Audit Committee’s meeting materials packet.  The Office of the Inspector General and Director of Compliance Charter is located on pages 21-33 of the packet.

Chair Tripp suggested we change the Audit Committee’s meeting schedule from four a year to “as needed” face-to-face or by conference call.  He asked for the Committee’s approval of the Charters and stated that full Board approval is not necessary because there are no substantive approvals.

Charters approved by the Committee.

4.
Audit and Compliance Committee Handbook
A draft of the Audit and Compliance Committee Handbook (Handbook) was included in members’ packets.  Derry Harper stated that we need input from the Audit Committee to determine if the Handbook prototype would serve its primary objective to reflect and house in one place documents for new and existing members’ reference the authority, duties, and responsibilities pertinent to them.  The Handbook contains Article IX of the Constitution; the Committee’s charter; the Committee’s dashboard, reflecting their projects and deadlines (some of which will need to be revised); the Board’s inspector general’s charter; and the inspector general’s statute; and an organizational chart of the Board’s senior staff.  Before incurring printing costs, Mr. Harper explained that we needed members’ input to ensure all pertinent documents were included. 
Members as well as the Chancellor were asked to review the Handbook later and to provide their input to Mr. Harper when he contacts them individually.  The Handbook will be considered for Committee approval at its next meeting.
5.
Discussion:  Procedures for Monitoring University Audit Reports
Chair Tripp explained that everything is quiet now in the State University System with no serious audit findings or material weaknesses to be addressed.  When something happens, however, this Committee becomes more active.  Being inclusive with all State University Audit Council (SUAC) members and their work with Derry Harper, it shows they understand the Board’s responsibility to review all State University System (SUS) audit reports so that the Board can be as comfortable as possible that the SUS is working as it should.  The Legislature looks to the Board for answers if something goes wrong in the SUS.  We have one or two staff reviewing these reports.  We have to rely on university inspectors general to ensure they are doing the job.  We have to ensure that everyone understands the Committee’s role in auditing these audits.
Derry Harper explained that the Audit and Compliance Committee Charter, adopted 
March 26, 2009, was created to set forth the duties and responsibilities of the Audit Committee, as delegated by the Board, to demonstrate accountability; to foster an environment within the SUS that has an emphasis on sound fiscal management, efficiency, and integrity.  We are in the process of completing two projects:

a) Formalizing the way we monitor and review the information we already receive from universities; and 

b) Establishing a compliance program for the Board office and for the SUS.

Referring to the PowerPoint Presentation:
Mr. Harper stated that this presentation was a refresher for current and new Committee members who attended January’s meeting. 

Slides Two, Three, and Four:  Duties and Responsibilities: SUS
These slides list the Audit Committee’s responsibilities, per the Audit and Compliance Committee Charter, vis-à-vis the SUS.  Emphasis was added to, “initiating inquiries if the Committee has reasonable cause to believe a UBOT is unwilling or unable to provide an appropriate response to an audit finding.”
Slide Five: Types of Audit Reports Received    

This slide lists the various audit reports the Board office receives:  

· Financial and Operational Audits conducted by the Auditor General;

· Independent audited financial statements of Direct Support and Health Services Support Organizations, and Form 990s; and

· Audits of federal award, contracts and grants received by universities (Florida Single Audit Act).   
Mr. Harper explained that compliance goes on all the time.  For example, the inspector general and staff review Auditor General university financial audit reports every year and operational audit reports every two years as is consistent with statute.  We also review financial statements, which are snapshots of the organization’s financial status, to identify qualified or unqualified audits.
Slide Six: Internal Audit Reports
Prior to the adoption of the Charters and the UBOT Powers and Duties regulation, universities were submitting internal audit reports on an ad hoc basis.  The management team can direct the audit team to review areas of highest risk.  All 11 universities have experienced internal auditors; we need to ensure we’re receiving those reports.
The Board has a sophisticated information management system to collect data from our universities.  We have developed a data request for internal audit reports to be submitted at the end of each quarter.  It will be a significant amount of data as the data reports have much detail.  We have a large challenge in how we will use that data, with our limited resources, and how we will provide to the Audit Committee the information it needs.  

Chair Tripp gave his assurance that we do not intend to have input on the universities process for directing and conducting their audits.  When audits are completed, Board staff will review them to identify adverse trends.  If one is spotted, Mr. Harper will go back to the university’s audit executive for more information.  We will not be in the forefront of how these audits take place.

Mr. Harper stated that we will be developing a risk assessment as required by statute.  This Committee also oversees our Board office.  We have a fiduciary responsibility for the overall managements of the SUS, but how do we do that?  We need to provide the Board with what it needs to make decisions, respecting our governance structure, which puts the primary responsibility for daily operations on its board of trustees.

We follow up with universities on findings and corrective actions.  We also follow up with Board staff on operational audit findings.  Although the inspector general staff cannot develop internal controls, we can make suggestions for improvements.

Slides Seven and Eight: The Inspector General’s Role and Institutional Compliance Program
We are charged with developing a systematic compliance program and making a recommendation to the Audit Committee.  Everyone is doing compliance, every day.  Our universities all have experienced people doing compliance in all areas.  Should we develop a compliance program to detect violations of law?  We need to “systematize” a review under sound standards, risk assessment, monitoring, and corrective action that will help an organization ensure it is meeting its responsibility.
Slide Nine:  The Brogan Doctrine
In the January 2010 meeting, we discussed the Brogan Doctrine.  This slide diagrams the steps to develop a compliance program.  Chair Tripp and Chancellor Brogan are compliance champions; they understand the necessity of having a systematic way of getting to the bottom of issues and getting them resolved.  The Board retains the fiduciary responsibility for the overall management, respecting the governance structure we have.  Our structure is different from any other system in the country for those kinds of issues.  That doesn’t mean we can’t go through the other steps: identify those key objectives and prioritize them, and as in box four of this slide, develop a systematic compliance program that includes training, monitoring, identification of areas of non-compliance, and creation of a corrective action plan process.  That is what we are undertaking now.

Slides Ten and Eleven:  Compliance Matrix – Schema and Regulation Compliance Project
The laws are changing, but this Board has gone through its own governance transitions (reference the agreement reached with the Legislature on several issues.  We have to comply and make changes in our own policies and regulations.).   The Board speaks through its regulations.  Therefore, the inspector general’s office has focused its review on Board regulations via the Regulation Compliance Project (RCP).  When the process is finished, we will have a list of statutes and other policies and procedures we have to follow.  The Board is responsible for promulgating regulations which require action by Board staff and by university staff.  In developing our systematic review of a compliance program, we (the Chancellor, Chair, General Counsel, and senior staff) decided to review all 89 regulations in the RCP.  We designed a compliance process involving a steering committee, comprised of several senior staff, to analyze Board regulations with a particular methodology.  We began last fall and are including as part of our risk assessment process the development of our audit plan.  At the end of this process, the inspector general will review, analyze, and make recommendations.  Do we have a mature internal policy control system, or do we need to improve on our implementation of policies and procedures for all our regulations? 
6.
Reports:  Regulation Compliance Review and Compliance Work Group
The Board’s Compliance Steering Committee is comprised of senior staff from all Board office units, and the SUS Compliance Work Group is made up of staff from four universities (UCF’s general counsel, USF’s chief audit executive and its chief compliance officer, FIU’s chief compliance officer, and FAMU’s audit and compliance director).  Each group will assist the Board’s inspector general in establishing a compliance program for the Board office and for the SUS.
What are the next steps?  First, we need to determine if the program will be centralized or decentralized.  We have to have resources to implement an effective compliance program.  Mr. Harper stated that he asked Chair Tripp for permission to have presentations at our next face-to-face meeting from one or two universities to hear how they have dealt with handling compliance issues.  How can universities leverage existing resources or add additional resources?

Chair Tripp added that we need to ensure we are inclusive with universities; we are trying to develop a plan to better prepare universities for compliance.  We want this to be a collaborative effort and not driven from the top down.

Mr. Harper concluded by stating that we have more than 300,000 students, thousands of university faculty, university alumni, the public, and the Legislature who expect us to be accountable.  This Board is active and engaged.  The challenge then is to present an approach that will provide the Audit Committee with what it needs to receive appropriate information to make decisions as necessary.
7.
Concluding Remarks and Adjournment
Chair Tripp listed the Audit Committee’s approved items for the record:

1) The January 2010 meeting minutes,

2) The Audit and Compliance Committee Charter, and

3) The Office of the Inspector General and Director of Compliance Charter

Having no further business, the meeting adjourned at 12:00 p.m., June 18, 2010. 
________________________

Norman D. Tripp, Chair

________________________

Lori Clark, 

Compliance Analyst
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