MiLWAUKEE AREATechnical Gollege

AN
October 31, 2005

NOTICE TO RESIDENTS OF THE MILWAUKEE AREA
TECHNICAL COLLEGE DISTRICT, WISCONSIN

A regular open meeting of the ADVISORY AUDIT COMMITTEE of the Milwaukee Area
Technical College District Board, Wisconsin, will be held in the BOARD ROOM (ROOM

M210) of the MILWAUKEE AREA TECHNICAL COLLEGE, 700 West State Street,
Milwaukee, Wisconsin on THURSDAY. NOVEMBER 3. 2005, beginning at 9:00am*
The agenda** for said meeting is presented as follows:

The agenda for said meeting is presented as follows:

A. Roll Call

B. Compliance with the Open Meetings Law

C. Approval of Minutes — August 17, 2005 - Attachment 1
D

. Comments from the Public

m

Action Items

1. Approval of the Committee Charter with Revisions — Attachment 2
2. Vice Chair Recommendation for MATC Board Approval

3. Policy B0107, Advisory Audit Committee — Attachment 3

F. Discussion Iltems

1. Internal Auditing
e Update on RFP for Internal Audit Assistance
e Student Activity Fund Review

2. Budgeting and Business Practices
e Strategic Planning & Research
e Anonymous Tipster Program

3. Other Post Employment Benefits
4. Administrative Systems
5. Financial Reporting / External Auditing

6. Dialogue with External & Internal Auditors Regarding Internal Control Matters
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G. Miscellaneous Items

1. Communications and Petitions
2. Information Items

H. Old Business/New Business

1. Date of Next Meeting: January 26, 2006 at 9:00am

Other members of the MATC Board may be present, although they will not be
participating as members of this committee. This meeting may be conducted in part by
telephone. Telephone speakers will be available to allow the public to hear those parts of
the proceedings that are open to the public.

Action may be taken on any agenda item, whether designated as an action item or not.
Agenda items may be moved into Closed Session for discussion when it becomes
apparent that a Closed Session is appropriate under Section 19.85 of the Wisconsin
Statutes. The board may return into Open Session to take action on any item discussed
in Closed Session.

Reasonable accommodations are available through the ADA Office for individuals who need assistance.
Please call 414-297-6221 to schedule services at least 48 hours prior to the meeting.



DRAFT

MILWAUKEE AREA TECHNICAL COLLEGE
Advisory Audit Committee (AAC) Minutes

MATC ADMINISTRATION Darnell Cole, MATC President

PRESENT: Michael Sargent, Vice President, Finance
Mark Trask, Associate Vice President, Information Technology
Betsy Rezel, Coordinator, Distance Learning

SPECIAL ADVISOR

TO THE AAC: Craig Piotrowski, ASL Consulting

CALL TO ORDER

The regular quarterly meeting of the Advisory Audit Committee (the “Committee”) of
the Milwaukee Area Technical College (MATC) was held in open session on
Wednesday, August 17, 2005, and called to order by Chairperson Webber at 9:00
a.m. in the Board Room, Room M210, at the Milwaukee Campus of Milwaukee Area
Technical College.

ROLL CALL

Present: Jeannette Bell, Bonnie Baerwald, Charlotte Sain, Anne Szcygiel,
Bobbie Webber, Tom Wieland, Robert Yahr

COMPLIANCE WITH THE OPEN MEETINGS LAW

The Advisory Audit Committee meeting was noticed in compliance with the Wisconsin
Open Meetings Law.

APPROVAL OF MINUTES - May 10, 2005

Motion It was moved by Ms. Baerwald, seconded by Mr. Wieland, to approve the minutes of
the May 10, 2005, Committee meeting as submitted.

Action Motion Approved
COMMENTS FROM THE PUBLIC / MISCELLANEOUS

None

DISCUSSION ITEMS

E-1 IT Project Control - Blackboard / Datatel Integration

Mr. Mark Trask of the MATC Information Technology Department provided a brief
overview of process followed before committing significant resources to IT projects.
Ms. Betsy Rezel provided further detail, and providing a step-by-step synopsis of the
process, using the Blackboard/Datatel integration as a project example.

Mr. Sargent noted that this process was recently modified in order to ensure
appropriate documentation, as specified by WTCS, to capitalize eligible projects.
The new process will also ensure consolidation of pertinent data for audit purposes.



Advisory Audit Committee
Minutes of August 17, 2005

Page 2

E-2

E-3

Various questions that were addressed:

e This new process changes the way things are recorded in the budget;
individual’s time is reported to the project itself.

e Ongoing costs are included — charges are reported to a specific project
account; will eventually have ability to track final on costs relative to projected
costs.

e Not all of the requests result in capital costs; some operating.

e Various means of measuring outcomes are being considered, including
student surveys, etc.

e MATC will petition the state to consider changes as a part of ERP.

e Inclusion of a post-implementation review plan.

Anonymous Tipster Program

Mr. Michael Sargent reported that Sarbanes-Oxley suggests the inclusion of a
whistleblower type program, and asked the Committee’s opinion on such a program.
It was determined that the next meeting of this Committee will include presentations
from various companies that provide anonymous tipster program services.

In response to one Committee members query as to whether or not a program such
as this would merely elicit disgruntled employees wishing to lash out, or truly valid
complaints, Ms. Szcygiel offered to bring some statistics for review at the next
meeting, with regard to the current process at Milwaukee County, which is
performed by their internal audit function.

Ms. Bell noted that the MATC Board would definitely have interest in implementing
such a program at MATC.

RFP for Internal Audit Assistance

Mr. Sargent queried the Committee as to how to proceed with soliciting
organizations for bid to provide internal audit assistance at MATC. It was noted that
proceeding with the bid process now could allow us to have the necessary
information readily available and arrangements already in place for implementation,
should the need arise.

Ms. Baerwald shared that six of the technical colleges are on the same time
schedule for contract bidding, noting that Waukesha is interested in adding an
internal audit function as a part of the process. Mr. Sargent reported that they are
aware that MATC would like to be involved.

At the request of Ms. Szcygiel, this Committee was provided with a copy of the
MATC procurement policy with regard to minority vendors.

The Committee again discussed the possible use of grad students, student interns,
partnering with other institutions, etc. Dr. Yahr noted various resources at
Marquette that may be available.
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E-4 & E-5

E-6

E-7

Internal Audit / Budgeting

Ms. Charlotte Sain, as the newest member of this Committee, reported that she is in
the process of familiarizing herself with MATC and it's goals, needs, objectives, and
is looking forward to serving on this Committee.

Ms. Anne Szcygiel noted that she will be meeting with various individuals from the
MATC Finance Division in order to educate herself on MATC’s needs; individuals in
the MATC Research Division who may be able to facilitate resources for some basic
audit items, performance measuring, etc; and Mr. Steven Pawlow, who performed
the recent student activities fund review.

Ms. Bell noted that the MATC Board is always concerned with not only financial
audits, but performance audits as well, in order to identify areas that perhaps lack in
efficiency or areas that may need to be examined and restructured.

Mr. Sargent noted that the Education, Services and Institutional Relations
Committee of the MATC Board performs continuous program reviews on college
programs, etc. The Committee was provided an overview of the quality program
review, as well as documentation on the last three program reviews performed.

There was discussion regarding how to include costs by function, or costs by
program in order to identify outcomes and weight the validity of various programs,
etc., thereby allowing the board the information necessary to make sound decisions
on behalf of MATC.

Financial Reporting / External Auditing

At the request of Dr. Yahr, Mr. Sargent provided a status report on the upcoming
audit. Preliminary fieldwork went well, on-site fieldwork to begin in early September.
He reported that the process is running ahead of schedule compared to previous
years.

Mr. Sargent noted various unplanned events that occurred in fiscal year 2004-05,
which affected the fund balance. These included contractor fraud/theft and issues
with MATC receivables. Mr. Sargent will include Dr. Yahr in the exit review meeting
scheduled for the last day of fieldwork.

At the request of the Committee, a copy of the following will be provided to each
member, via e-mail:

e GFOA Award documentation

e GRATE Award documentation

e Response document to last year’s audit comments

e Draft of the CAFR when available

Post-Employment Benefits

Mr. Tom Wieland shared the link to the AICPA website which contains helpful
information on audit committees.
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Mr. Wieland discussed financial reporting of other post-employment benefits (OPEB)
and its impact on MATC.
E-8 Administrative Systems
Ms. Bonnie Baerwald shared some history behind the administrative systems that
the state has in place. Ideally, the state would like for all of the tech colleges to
utilize the same system, for consistency of data. However, there are currently three
different data systems used throughout the tech college system.
It was noted that contract negotiations on a statewide level optimizes volume
discounts (i.e., DMI). The ultimate goal is to work together on OPEBs and continue
working on data warehousing.
E-9 Committee Structure
Mr. Piotrowski reiterated the rules governing open meetings and public records, and
the need to avoid any communication between a four-member quorum.
ACTION ITEMS
F-1 Committee Charter

Mr. Piotrowski reviewed various revision recommendations to the Committee
Charter. He will gain input from Attorney Brown on ethics, code of conduct, etc.
The revised charter will be taken to the MATC Board for approval at a future
meeting.

OLD BUSINESS / NEW BUSINESS

Next Meeting: Thursday, November 3, 2005 at 9:00am

ADJOURNMENT
The Committee adjourned at 11:40 p.m.

Respectfully submitted,
Caryn Dohring

Administrative Specialist



Milwaukee Area Technical College (MATC)
Advisory Audit Committee Charter*

1. Overall purpose/objectives
The MATC Advisory Audit Committee (the “Committee”) is appointed by the MATC
Board of Directors (the “Board”) to assist it in discharging the Board's oversight
responsibilities. The Committee will assist the Board in its responsibility to oversee the
financial reporting process to ensure the balance, transparency and integrity of published
financial information. The Committee will also assist the Board in reviewing: 1) the
effectiveness of the institution’s internal financial control and risk management systems;
2) the effectiveness of the internal audit function; 3) the independent audit process,
including recommending the appointment and assessing the performance of the external
auditor; and 4) the institution’s process for monitoring compliance with laws and
regulations affecting financial reporting and its code of conduct. It is understood that all
Committee activities will comply with applicable local, state, and federal laws, including
but not limited to, open meetings and public records statutes. Additionally, the
Committee will act in adherence to all applicable MATC Board policies and collective
bargaining agreements.

2. Authority
The Board authorizes the Committee, within the scope of its responsibilities, to:

2.1 Perform activities within the scope of this MATC Advisory Audit Committee
Charter (the “Charter”).

2.2 Engage independent counsel and other advisers, as it deems necessary to carry out
its duties.

23 Have unrestricted access to members of management, faculty and employees as
well as to all books, records, and facilities of the institution subject to aforesaid
open meetings and public records laws.

2.4  Establish procedures for the receipt, retention and treatment of complaints
received from employees regarding accounting, internal accounting controls or
auditing matters.

2.5  Be directly responsible for recommending the appointment, compensation,
retention and oversight of the work of the external auditor to the MATC Finance,
Personnel and Operations (FPO) Committee and the MATC Board.

2.6 Review and recommend for FPO Committee and MATC Board approval the
policies for the provision of non-audit services by the external auditors [and,
when required, the framework for pre-approval of such services].

* Note: The template for this Charter was taken from:

Mattie, J. A., & McCarthy, J. H. (2004). The changing role of the audit committee: Leading
practices for colleges, universities and other not-for-profit educational institutions.
Retrieved February 9, 2005, from PricewaterhouseCoopers at:
http://www.pwcglobal.com/gx/eng/about/ind/edu/audit committee final July2004.pdf.
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Organization

Membership

3.1

32

33

3.4

3.5

3.6

The Board will appoint the Committee members and the chairperson of the
Committee.

The Committee will be comprised of the MATC FPO Committee Chair, who will
serve as the Committee Chair; the MATC Board Chair; and at least three (3) and
no more than five (5) other members. All Committee members shall be
independent. Members will be considered independent as long as they do not
accept any consulting, advisory, or other compensatory fee from MATC and are
not affiliated persons of MATC, its subsidiaries and management and its internal
and external auditors.

A quorum of any meeting will be four members.

Each non-MATC Board member should have skills and experience appropriate to
public accounting and/or to the education or governmental sectors.

A majority of Committee members shall be “financially literate.” Financial
literacy is defined as being able to read and understand fundamental financial
statements.

3.5.1 Ifpossible, include one member who is a “financial expert” as it is defined
by Sarbanes: a “financial expert” is a person who has an understanding of
generally accepted accounting principles and financial statements; the
ability to assess the application of these principles in connection with
accounting for estimates, accruals and reserves; an understanding of
Committee functions; experience preparing, auditing, analyzing or
evaluating financial statements, or experience actively supervising persons
engaged in such activities; and an understanding of internal controls and
procedures for financial reporting. The person must have acquired these
attributes through one or more of the following: education or experience
actually doing these functions or similar ones; actively supervising
someone who is performing these functions or similar ones; experience
overseeing or assessing the performance of companies or public
accountants who are preparing, auditing or evaluating financial
statements; or other relevant experience.

Members will be appointed for a three-year term of office.



Meetings

3.8

3.9

3.10

3.11

3.12

3.13

3.14

3.15

3.16

3.17

3.18

All meetings will be held in accordance with Wisconsin Statutes Chapter 19,
which governs open meetings and public records, including appropriate notice
and posting provisions outlined therein.

Four (4) members of the Committee will constitute a quorum for the transaction
of business.

As part of its responsibility to foster open communication, the Committee shall
provide sufficient opportunity for the independent external and internal auditors to
meet privately with the Committee Chair and certain designated members of the
Committee. The Committee Chair and certain designated members will meet
with the independent external auditors and internal auditors [at least once
annually] without management present. The independent external and internal
auditors shall be invited to make presentations to the Committee as appropriate.

Meetings shall be held not less than four times a year and should correspond with
the organization’s financial reporting cycle.

Special meetings may be convened as required, subject to the statutory notice
provisions.

The Committee shall maintain written minutes of its meetings.
The administrative assistant to the Committee shall:

3.14.1 Circulate the agenda and supporting documentation to the Committee
members a reasonable period in advance of each meeting.

3.14.2 Circulate the approved minutes of meetings to members of the Board,
members of the Committee, (and the internal audit director and the
external auditor where appropriate).

3.14.3 Convene a meeting upon receipt of a request by the external or internal
auditors, subject to statutory notice and posting provisions.

As a minimum, the chairperson of the Committee [or the chair’s designee from
the Committee] shall attend the Board meeting at which the financial statements
are approved.

The Committee should meet with in-house legal counsel on a regular basis. A
meeting with outside legal counsel should be held if it is deemed necessary.

The Committee may invite others (e.g., the president, chief financial officer,
internal audit director, and external audit engagement partner) to its meetings, as
it deems appropriate. All meetings of the Committee are subject to open meetings
laws, therefore any member of the public can attend.

The Committee may want to consider requesting special reports on topics that



may enhance their understanding of the institution’s activities. For example,
topics could include: capital projects management, new business initiatives,
technology, and other initiatives that affect internal controls.

Roles and responsibilities
With regard to each topic listed below, the Committee will:

Internal controls

4.1

4.2

4.3

44

4.5

Evaluate whether management is setting the appropriate “control culture” by
communicating the importance of internal controls.

Understand the internal controls systems implemented by management for the
approval of transactions and the recording and processing of financial data.

Understand the controls and processes implemented by management to ensure
that the financial statements derive from the underlying financial systems, comply
with relevant standards and requirements, and are subject to appropriate
management review.

Evaluate the overall effectiveness of the internal control framework and consider
whether management has implemented recommendations made by the internal
and external auditors.

Consider how management is held to account for the security of computer
systems and applications, and the contingency plans for processing financial
information in the event of a systems breakdown or to protect against computer
fraud or misuse.

Risk management

4.6

4.7

4.8

Evaluate the overall effectiveness of the risk management framework.

Evaluate whether management is setting the appropriate tone at the senior level by
communicating the importance of the management of risk.

Inquire of management, the internal auditor, and the independent external auditor
about significant risks or exposures to the institution and how these are being
managed.

Financial reporting and disclosures

4.9

4.10

4.11

4.12

Review significant accounting and financial reporting issues, including recent
professional and regulatory pronouncements, and understand their impact on
financial report.

Oversee the financial reporting process implemented by management.

Review as applicable: 1) the interim financial statements, 2) the annual financial
statements, 3) the annual report, and 4) the audit report on federal awards that is
required under Office of Management and Budget.

Review management’s process for ensuring the transparency of the financial
statements and the completeness and clarity of the disclosures.

4



4.13

4.14

4.15

4.15

Meet with management and the external auditors to review the financial
statements, the key accounting policies, the reasonableness of significant
judgments, and the results of the audit.

Discuss with the independent external auditor the alternative treatments of
financial information within generally accepted accounting principles as well as
the ramifications of the use of such alternative treatments.

Confirm with management and the independent external auditor that the annual
financial statements disclose all material off-balance sheet transactions,
arrangements, obligations, and other relationships of the institution with
unconsolidated entities, or with people that may have a material effect on
financial condition, changes in financial condition, results of operations, liquidity,
capital expenditures, capital resources, or significant components of revenues or
expenses.

Ensure that significant adjustments, unadjusted differences, disagreements with
management and critical accounting policies and practice are discussed with the
external auditor. Resolve disagreements between management and the external
auditor.

Compliance with laws and regulations

4.17

4.18

4.19

4.20

4.21

Review the effectiveness of the system for monitoring compliance with laws and
regulations and the results of management’s investigation and follow-up
(including disciplinary action) of any fraudulent acts or non-compliance.

Obtain reports concerning financial fraud resulting in losses in excess of $10,000
or involving a member of senior management.

Obtain regular updates from management and the organization’s legal counsel
regarding compliance matters that may have a material impact on the

organization’s financial statements or compliance policies.

Be satisfied that all regulatory compliance matters have been considered in the
preparation of the financial statements.

Review the findings of any examinations by regulatory agencies.



Working with independent external auditors

4.22

4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30

431

4.32

Have the independent external auditor report directly to the Committee.

Review of the professional qualifications of the independent external auditor
(including the background and experience of the engagement partner and auditing
personnel).

Consider the independence of the auditor as well as potential conflicts of interest.
Also assess the independence of the independent external auditor under
Government Auditing Standards.

Review on an annual basis the performance of the external auditors and make
recommendations to the Board for their appointment, reappointment or
termination.

Be responsible for recommending the compensation of the external auditor.

Review the proposed audit scope and approach for the current year in light of the
institution’s present circumstances and changes in the regulatory environment.

At the end of the audit:
4.28.1 Review required communications from the external independent auditors.

4.28.2 Discuss with the external auditor the quality and appropriateness of the
institution’s accounting policies as well as the consistency of their
application and the degree of aggressiveness or conservatism in applying
them.

4.28.3 Discuss with the external auditor any audit problems encountered in the
normal course of audit work, including any restriction on audit scope or
access to information.

Ensure that significant findings and recommendations made by the external
auditors and management’s proposed response are received, discussed and
appropriately acted on.

Meet with the external auditors to discuss any matters that the Committee or
auditors believe need additional attention, subject to open meetings laws. Ensure
that the auditors have access to the chairman of the Committee when required.

Review policies for the provision of non-audit services by the external auditor.

Ensure that the organization has appropriate policies regarding the hiring of audit
firm personnel for senior positions after they have left the audit firm.

Working with internal auditors

4.33

Review the independence, qualifications, activities, resources and structure of the
internal audit function and ensure no unjustified restrictions or limitations are
made.



4.34

4.35

4.36

4.37

4.38

4.39

4.40

4.41

Review and concur with the appointment, reassignment, promotion or dismissal
of internal auditors.

Review the effectiveness of the internal audit function and ensure that it has
appropriate standing within the organization. Discuss with the external auditor
the standard of work of internal audit staff.

Meet with the internal auditors to discuss any matters that the Committee or
internal auditors believe need additional attention, subject to open meetings laws.

Ensure that significant findings and recommendations made by the internal
auditors and management’s proposed response are received, discussed and
appropriately acted on.

Review the proposed internal audit plan for the coming year [or the multi-year
plan] and ensure that it addresses key areas of risk and that there is appropriate

coordination with the external auditor.

Receive prior to each meeting a summary of findings from completed internal
audits and the status of implementing related recommendations.

Receive a progress report on the internal audit plan with explanations for any
deviations from the original plan.

Review periodically the internal audit charter for necessary changes.

Complaints and ethics

4.42

4.43

4.44

4.45

Ensure procedures for the receipt, retention and treatment of complaints about
accounting, internal accounting controls or auditing matters.

Review the code of conduct to ensure that it: 1) is easy to access, 2) widely
communicated, 3) is easy to understand and implement, 4) includes a confidential
mechanism for reporting code violations, 5) enforced, 6) includes a conflict of
interest policy and guidelines, 6) includes the name of a contact for questions.

Review the conflict of interest policy to ensure that: 1) the term “conflict of
interest” is clearly defined, 2) guidelines are comprehensive, 3) annual signoff is
required, and 4) potential conflicts are adequately resolved and documented.

Require appropriate disclosure of related party transactions, including an annual
accounting.

Reporting responsibilities

4.46

4.47

4.48

Regularly update the FPO Committee and the MATC Board about Committee
activities and make appropriate recommendations.

Ensure the Board is aware of matters that may significantly impact on the
financial condition or affairs of the business.

Prepare any reports requested by the Board (e.g., a report on the Committee’s
activities).



Evaluating performance
4.49  Evaluate the Committee’s own performance, both of individual members and
collectively, on a regular basis.

4.50 Assess the achievement of the duties specified in the Charter and report the
findings to the Board.

4.51 Review the Charter annually and discuss any required changes with the Board.
4.52  Ensure that the Charter is approved or re-approved by the Board annually.

S. Insurance and expense reimbursement
5.1 Liability insurance of MATC will cover Committee members for their activities
on behalf of the College as outlined in this Charter.

5.2 Expenses incurred by Committee members in carrying out their roles and
responsibilities consistent with this Charter will be reimbursed by MATC
consistent with the MATC District Board Policy B0901, Travel and Expense
Reimbursement.

Adoption of Charter
The MATC Board of Directors adopted this Charter on November 22, 2005.

Jeannette Bell, Chairperson of the District
Attest:

Linda S. Sowell, Secretary of the District

Recorded this 22™ day of November, 2005.

Linda S. Sowell, Secretary of the District



Milwaukee Area Technical College (MATC)
Advisory Audit Committee Charter*

Overall purpose/objectives

The MATC Advisory Audit Committee (the “Committee”) is appointed by the MATC
Board of Directors (the “Board”) to assist it in discharging the Board's oversight
responsibilities. The Committee will assist the Board in its responsibility to oversee the
financial reporting process to ensure the balance, transparency and integrity of published
financial information. The Committee will also assist the Board in reviewing: 1) the
effectiveness of the institution’s internal financial control and risk management systems;
2) the effectiveness of the internal audit function; 3) the independent audit process,
including recommending the appointment and assessing the performance of the external
auditor; and 4) the institution’s process for monitoring compliance with laws and
regulations affecting financial reporting and its code of conduct._It is understood that all
Committee activities will comply with applicable local, state, and federal laws, including
but not limited to, open meetings and public records statutes. Additionally, the
Committee will act in adherence to all applicable MATC Board policies and collective
bargaining agreements.

Authority
The Board authorizes the Committee, within the scope of its responsibilities, to:

2.1 Perform activities within the scope of this MATC Advisory Audit Committee
Charter (the “Charter”).

2.2 Engage independent counsel and other advisers, as it deems necessary to carry out
its duties.

2.3 Have unrestricted access to members of management, faculty and employees as
well as to all books, records, and facilities of the institution subject to aforesaid
open meetings and public records laws.

2.4  Establish procedures for the receipt, retention and treatment of complaints
received from employees regarding accounting, internal accounting controls or
auditing matters.

2.5 Be directly responsible for recommending the appointment, compensation,
retention and oversight of the work of the external auditor to the MATC Finance,
Personnel and Operations (FPO) Committee and the MATC Board.

2.6 Review and recommend for FPO Committee and MATC Board approval the
policies for the provision of non-audit services by the external auditors [and,
when required, the framework for pre-approval of such services].

* Note: The template for this Charter was taken from:
Mattie, J. A., & McCarthy, J. H. (2004). The changing role of the audit committee: Leading

practices for colleges, universities and other not-for-profit educational institutions.
Retrieved February 9, 2005, from PricewaterhouseCoopers at:
http://www.pwcglobal.com/gx/eng/about/ind/edu/audit committee final July2004.pdf.
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Organization

Membership

3.1

32

33

34

3.5

3.6

Committee.

The Committee will be comprised of the MATC FPO Committee Chair, who will
serve as the Committee Chair; the MATC Board Chair; and at least three (3) and
no more than five (5) other members. All Committee members shall be
independent. Members will be considered independent as long as they do not
accept any consulting, advisory, or other compensatory fee from MATC and are
not affiliated {what does affiliated mean??} persons of MATC, its subsidiaries
{what are its subsidiaries??} and management and its internal and external
auditors. CRAIG needs to define

A quorum of any meeting will be four members.

Each non-MATC Board member should have skills and experience appropriate to
public accounting and/or to the education or governmental sectors.

A majority of Committee members shall be “financially literate.” Financial
literacy is defined as being able to read and understand fundamental financial
statements.

3.5.1 Ifpossible, include one member who is a “financial expert” as it is defined
by Sarbanes: a “financial expert” is a person who has an understanding of
generally accepted accounting principles and financial statements; the
ability to assess the application of these principles in connection with
accounting for estimates, accruals and reserves; an understanding of
Committee functions; experience preparing, auditing, analyzing or
evaluating financial statements, or experience actively supervising persons
engaged in such activities; and an understanding of internal controls and
procedures for financial reporting. The person must have acquired these
attributes through one or more of the following: education or experience
actually doing these functions or similar ones; actively supervising
someone who is performing these functions or similar ones; experience
overseeing or assessing the performance of companies or public
accountants who are preparing, auditing or evaluating financial
statements; or other relevant experience.

Members will be appointed for a three-year term of office.

- {Deleted: chairman




Meetings

38 All meetings will be held in accordance with Wisconsin Statutes Chapter 19,
which governs open meetings and public records, including appropriate notice
and posting provisions outlined therein.

3.9 Four (4) members of the Committee will constitute a quorum for the transaction
of business.

3.10  As part of its responsibility to foster open communication, the Committee shall
provide sufficient opportunity for the independent external and internal auditors to
meet privately with the Committee Chair and certain designated members of the
Committee. The Committee Chair and certain designated members will meet
with the independent external auditors and internal auditors [at least once
annually] without management present. The independent external and internal
auditors shall be invited to make presentations to the Committee as appropriate.

3.11 Meetings shall be held not less than four times a year and should correspond with
the organization’s financial reporting cycle.

3.12  Special meetings may be convened as required, subject to the statutory notice
provisions,

- {Deleted: . J

3.13 The Committee shall maintain written minutes of its meetings.
3.14 The administrative assistant to the Committee shall:

3.14.1 Circulate the agenda and supporting documentation to the Committee
members a reasonable period in advance of each meeting.

3.14.2 Circulate the approved minutes of meetings to members of the Board,
members of the Committee, (and the internal audit director and the
external auditor where appropriate).Possibly delete this section or put in

3.14.3 Convene a meeting upon receipt of a request by the external or internal
auditors, subject to statutory notice and posting provisions.

3.15  Asaminimum, the chairperson of the Committee [or the chair’s designeg,from - - { Deleted: chairman )

the Committee] shall attend the Board meeting at which the financial statements - {Deleted: another member of the ]
are approved.

3.16 The Committee should meet with in-house legal counsel on a regular basis. A
meeting with outside legal counsel should be held if it is deemed necessary.

3.17 The Committee may invite others (e.g., the president, chief financial officer,
internal audit director, and external audit engagement partner) to its meetings, as
it deems appropriate._ All meetings of the Committee are subject to open meetings
laws, therefore any member of the public can attend.

3.18 The Committee may want to consider requesting special reports on topics that ~— «--- ‘[Formatted: Bullets and Numbering ]




may enhance their understanding of the institution’s activities. For example,
topics could include: capital projects management, new business initiatives,
technology, and other initiatives that affect internal controls.

Roles and responsibilities
With regard to each topic listed below, the Committee will:

Internal controls

4.1

4.2

43

44

4.5

Evaluate whether management is setting the appropriate “control culture” by
communicating the importance of internal controls.

Understand the internal controls systems implemented by management for the
approval of transactions and the recording and processing of financial data.

Understand the controls and processes implemented by management to ensure
that the financial statements derive from the underlying financial systems, comply
with relevant standards and requirements, and are subject to appropriate
management review.

Evaluate the overall effectiveness of the internal control framework and consider
whether management has implemented recommendations made by the internal
and external auditors.

Consider how management is held to account for the security of computer
systems and applications, and the contingency plans for processing financial
information in the event of a systems breakdown or to protect against computer
fraud or misuse.

Risk management

4.6

4.7

4.8

Evaluate the overall effectiveness of the risk management framework.

Evaluate whether management is setting the appropriate tone at the senior level by - { Deleted: top

communicating the importance of the management of risk.

Inquire of management, the internal auditor, and the independent external auditor
about significant risks or exposures to the institution and how these are being
managed.

Financial reporting and disclosures

4.9

4.10

4.11

4.12

Review significant accounting and financial reporting issues, including recent
professional and regulatory pronouncements, and understand their impact on
financial report.

Oversee the financial reporting process implemented by management.

Review as applicable: 1) the interim financial statements, 2) the annual financial
statements, 3) the annual report, and 4) the audit report on federal awards that is
required under Office of Management and Budget.

Review management’s process for ensuring the transparency of the financial
statements and the completeness and clarity of the disclosures.

4



4.13

4.14

4.15

4.15

Meet with management and the external auditors to review the financial
statements, the key accounting policies, the reasonableness of significant
judgments, and the results of the audit.

Discuss with the independent external auditor the alternative treatments of
financial information within generally accepted accounting principles as well as
the ramifications of the use of such alternative treatments.

Confirm with management and the independent external auditor that the annual
financial statements disclose all material off-balance sheet transactions,
arrangements, obligations, and other relationships of the institution with
unconsolidated entities, or with people that may have a material effect on
financial condition, changes in financial condition, results of operations, liquidity,
capital expenditures, capital resources, or significant components of revenues or
expenses.

Ensure that significant adjustments, unadjusted differences, disagreements with
management and critical accounting policies and practice are discussed with the
external auditor. Resolve disagreements between management and the external
auditor.

Compliance with laws and regulations

4.17

4.18

4.19

4.20

4.21

Review the effectiveness of the system for monitoring compliance with laws and
regulations and the results of management’s investigation and follow-up
(including disciplinary action) of any fraudulent acts or non-compliance.

Obtain reports concerning financial fraud resulting in losses in excess of $10,000
or involving a member of senior management.

Obtain regular updates from management and the organization’s legal counsel
regarding compliance matters that may have a material impact on the

organization’s financial statements or compliance policies.

Be satisfied that all regulatory compliance matters have been considered in the
preparation of the financial statements.

Review the findings of any examinations by regulatory agencies.



Working with independent external auditors

4.22

4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30

431

432

Have the independent external auditor report directly to the Committee.

Review of the professional qualifications of the independent external auditor
(including the background and experience of the engagement partner and auditing
personnel).

Consider the independence of the auditor as well as potential conflicts of interest.
Also assess the independence of the independent external auditor under
Government Auditing Standards.

Review on an annual basis the performance of the external auditors and make
recommendations to the Board for their appointment, reappointment or
termination.

Be responsible for recommending the compensation of the external auditor.

Review the proposed audit scope and approach for the current year in light of the
institution’s present circumstances and changes in the regulatory environment.

At the end of the audit:
4.28.1 Review required communications from the external independent auditors.

4.28.2 Discuss with the external auditor the quality and appropriateness of the
institution’s accounting policies as well as the consistency of their
application and the degree of aggressiveness or conservatism in applying
them.

4.28.3 Discuss with the external auditor any audit problems encountered in the
normal course of audit work, including any restriction on audit scope or
access to information.

Ensure that significant findings and recommendations made by the external

auditors and management’s proposed response are received, discussed and
appropriately acted on.

that the auditors have access to the chairman of the Committee when required.
Review policies for the provision of non-audit services by the external auditor.

Ensure that the organization has appropriate policies regarding the hiring of audit
firm personnel for senior positions after they have left the audit firm.

Working with internal auditors

4.33

Review the independence, qualifications, activities, resources and structure of the
internal audit function and ensure no unjustified restrictions or limitations are
made.

- [ Deleted: separately J

- ’[ Deleted: should be discussed privately J




4.34

435

4.36

4.37

4.38

4.39

4.40

4.41

Review and concur with the appointment, reassignment, promotion or dismissal
of internal auditors.

Review the effectiveness of the internal audit function and ensure that it has
appropriate standing within the organization. Discuss with the external auditor

the standard of work of internal audit staff.

Meet with the internal auditors to discuss any matters that the Committee or

Vi I mternal auditors to diSCuss any maltters that the Ccommittee or _
_ - ’[ Deleted: should be discussed privately ]

internal auditors believe need additional attention, subject to open meetings laws.

Ensure that significant findings and recommendations made by the internal
auditors and management’s proposed response are received, discussed and
appropriately acted on.

Review the proposed internal audit plan for the coming year [or the multi-year
plan] and ensure that it addresses key areas of risk and that there is appropriate

coordination with the external auditor.

Receive prior to each meeting a summary of findings from completed internal
audits and the status of implementing related recommendations.

Receive a progress report on the internal audit plan with explanations for any
deviations from the original plan.

Review periodically the internal audit charter for necessary changes.

Complaints and ethics

4.42

4.43

4.44

4.45

Ensure procedures for the receipt, retention and treatment of complaints about
accounting, internal accounting controls or auditing matters.

Review the code of conduct to ensure that it: 1) is easy to access, 2) widely
communicated, 3) is easy to understand and implement, 4) includes a confidential
mechanism for reporting code violations, 5) enforced, 6) includes a conflict of
interest policy and guidelines, 6) includes the name of a contact for questions.

Review the conflict of interest policy to ensure that: 1) the term “conflict of
interest” is clearly defined, 2) guidelines are comprehensive, 3) annual signoff is
required, and 4) potential conflicts are adequately resolved and documented.

Require appropriate disclosure of related party transactions, including an annual
accounting.

Reporting responsibilities

4.46

4.47

4.48

Regularly update the FPO Committee and the MATC Board about Committee
activities and make appropriate recommendations.

Ensure the Board is aware of matters that may significantly impact on the
financial condition or affairs of the business.

Prepare any reports requested by the Board (e.g., a report on the Committee’s
activities).
7
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Evaluating performance
4.49  Evaluate the Committee’s own performance, both of individual members and
collectively, on a regular basis.

4.50  Assess the achievement of the duties specified in the Charter and report the
findings to the Board.

4.51 Review the Charter annually and discuss any required changes with the Board.
4.52  Ensure that the Charter is approved or re-approved by the Board annually.

5. Insurance and expense reimbursement

5.1  Liability insurance of MATC will cover Committee members for their activities - { Deleted: work

on behalf of the College as outlined in this Charter.

5.2 Expenses incurred by Committee members in carrying out their roles and
responsibilities consistent with this Charter will be reimbursed by MATC
consistent with the MATC District Board Policy B0901, Travel and Expense
Reimbursement.

Adoption of Charter
The MATC Board of Directors adopted this Charter on November 22, 2005.

Jeannette Bell, Chairperson of the District
Attest:

Linda S. Sowell, Secretary of the District

Recorded this 22™ day of November, 2005.

Linda S. Sowell, Secretary of the District
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Milwaukee Area Technical College POLICY

Title: ADVISORY AUDIT COMMITTEE Code: B0107

Original Adoption: 5/20/91

Authority:  Board Minutes, [insert dates of meetings | Revised/Reviewed: 11/16/99
where the creation of this committee was | Effective: 11/17/99
discussed

The District Board recognizes its significant financial responsibility to its students,
employees, employers, district citizens and taxpayers, and, as such, the district must
maintain a strong, effective system of internal financial and accounting controls. To assist
in ensuring these controls are in place and to enhance the District Board members’
understanding of the college’s financial matter, the District Board mandates the creation
of an Advisory Audit Committee to be comprised of District Board members and other
individuals not employed by the District with appropriate financial and accounting
background as set forth in the Committee’s Charter.

The Advisory Audit Committee will assist the District Board in learning and understanding
the financial activities of the college in fulfilling its financial oversight responsibilities. The
Committees’ primary responsibilities include, but are not limited to, the following:

e Ensuring appropriate Internal accounting controls are in place to safeguard assets,

ensure compliance and avoid fraud;

Periodic review of budgetary and financial matters;

Ensuring quality and timely financial and compliance reporting;

Assisting in the selection of appropriate internal and external auditors;

Identifying the scope and frequency of periodic audits;

Overseeing and managing MATC's relationship with the external auditor during the

annual audit process;

e Reporting periodically to MATC'’s Finance, Personnel and Operations Committee
and to the District Board.

The Committee shall develop a charter defining its overall purpose and objectives,
membership, meeting frequency and its primary role and responsibilities. This Charter
shall be subject to District Board approval and periodic review by the District Board.
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