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A meeting of the Audit Committee of the Board of Regents was held on
Thursday, November 11, 2004, at 4:00 p.m. in the West Committee Room, 600
McNamara Alumni Center.

Regents present: John Frobenius, presiding; Clyde Allen, Dallas Bohnsack,
Richard McNamara, Lakeesha Ransom, and Maureen Reed.

Staff present:  Chancellor Samuel Schuman; Senior Vice President and Provost
Thomas Sullivan; Vice President Richard Pfutzenreuter; General Counsel Mark
Rotenberg; Executive Director Ann Cieslak; Provost David Carl; Associate Vice
Presidents Steve Cawley, Gail Klatt, and Michael Volna.

Student Representatives present: Andrew Sorsoleil and Nathan Wanderman.

REPORT OF THE EXTERNAL AUDITOR

Associate Vice President Klatt introduced Cliff Hoffman, Partner, and Tom Roos,
Senior Partner, Deloitte & Touche, to discuss the Report of the External Auditor.  The
report offers the external auditor’s opinion of the accuracy and reliability of the
University of Minnesota financial statements for FY2004 and is meant to assure the
committee that the University has the appropriate policies, procedures, and systems of
control to produce accurate and reliable financial information.

Hoffman presented information on net assets, revenues, and operating expenses
for the University for the year ended June 30, 2004.  Highlights include an increase in
the institution’s net assets, significant revenue gains from tuition, grants and contract
income, as well as non-operating income, and a reduction in operating expenses, all of
which offset the decrease in state operating appropriations. He also summarized those
areas that can be considered low-, moderate- and high-risk, and reported how the
internal audit function has been successful in mitigating risks and preventing issues
from negatively impacting the financial statements.

Hoffman highlighted the strengths of the institution, noting the replacement of
the enterprise financial system, a strong internal audit function, the growth in research
spending, and the continuing ability to generate additional funding.  The institution
continues to face challenges with decreases in state appropriations, increases in health
care costs, and the continued need to support infrastructure.

The committee commended University leadership for guiding the institution
through a year of difficult financial challenges.

A copy of the report is on file in the Board office.
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FINANCIAL REPORTING RISK PROFILE AND BEST PRACTICES FROM THE
EXTERNAL AUDITOR’S PERSPECTIVE

Associate Vice President Klatt introduced Cliff Hoffman, Partner, Deloitte and
Touche, to discuss the University’s risk profile, a graph that illuminates the financial
reporting risks from the perspective of the external auditor. Board members briefly
discussed the items considered to be moderate- to high-risk.  In response to a question,
Hoffman explained that areas including health self-insurance and associated
organizations are higher-risk because they are new to the University; others, such as
alternative investments and liability self-insurance areas are inherently risky to all
institutions.

Hoffman introduced Mary Foster, National Higher Education Partner, Deloitte
and Touche.  Foster reviewed emerging issues in higher education that impact
institutional risks and how risks may best be mitigated, noting the importance of
communicating critical risks and exposures.  Areas of highest concern include
compliance programs and how effectively they are managed; the ability of universities to
identify their costs; the impact of affiliated organizations on the institution;
entrepreneurial activity; and alternative investments.

A copy of the presentation and related materials distributed at the meeting are
on file in the Board Office.

INFORMATION ITEMS

Klatt referred the committee to the information items included in the docket
materials, including:

• Semiannual Controller’s Report; and
• Administrative Actions Related to Sarbanes-Oxley Act.

Klatt announced that the Board of Regents established the University’s internal
audit function on November 15, 1929.

The meeting adjourned at 5:08 p.m.

ANN D. CIESLAK
Executive Director and
Corporate Secretary


