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APPROVAL TO AMEND ROTATION OF AUDITING FIRMS POLICY
A Recommendation
Background

With changes in the public accounting industry and based on recommendations by the National Association of College and University Business Officers (NACUBO) related to the Sarbanes-Oxley Act of 2002 (SOX), Finance and Administration is recommending several modifications to the Board of Trustees’ Rotation of Auditing Firms Policy.

In that regard, the SOX requires rotation of audit partners, not firms, every five years.  NACUBO, in its November 2003 Advisory Report, recommends rotation of audit partners, not firms, every seven years.  NACUBO’s Advisory states: “The limited availability of audit firms with knowledge of higher education, and of experienced partners within those firms, could make a five-year rotation difficult to implement.  In addition, because nonprofit organizations do not typically have the same frequency or intensity of partner involvement as public companies, it is reasonable to consider a longer-time period before rotation.  Consequently, NACUBO recommends rotation of the lead audit partner every seven years, with a two-year timeout provision.”  The two-year timeout means that after seven years, the lead audit partner cannot be assigned to the account for two years, but can thereafter be reassigned to the account for another seven year period.
With the consolidation of many audit firms, fewer firms have experience in higher education, and therefore, NACUBO’s recommendation on audit partner rotation is proposed for adoption by the Oakland University Board of Trustees.
In addition, NACUBO recommends that:

· The firm performing audit services should be prohibited from performing non-audit services unless expressly approved by the Board.

· The firm should not have employed the University’s Chief Executive Officer, Chief Financial Officer, Controller, or any person in an equivalent position, during the one-year period immediately preceding the audit, without prior approval of the Board.

· Records related to audits should be appropriately stored for a minimum of seven years after the audit is accepted by the Board.

· Independent public accounting services should be competitively bid periodically with results of the bid and a recommendation presented to the Board for its approval.

This recommendation was presented to the Board’s Finance, Audit and Investment Committee, which supports the recommendation.
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Recommendation


WHEREAS, the National Association of College and University Business Officers recommends, consistent with the Sarbanes-Oxley Act of 2002, that universities rotate the lead audit partner every seven years, with a “two-year timeout provision”.  The two-year timeout means that after seven years, the lead audit partner cannot be assigned to the account for two years, but can be reassigned to the account thereafter for another seven year period; and 


WHEREAS, the Board of Trustees confirms the responsibilities and obligations of the Finance, Audit and Investment Committee as set forth in the charge to that Committee adopted by the Board of Trustees on April 20, 2003; now, therefore, be it 


RESOLVED, that the Board of Trustees adopts and approves the revised Rotation of Auditing Firms Policy attached to this resolution as Attachment 1, to take effect immediately.

Previous Board Action
The Board’s current Rotation of Auditing Firms Policy was approved by the Board of Trustees on February 4, 2004. 

Attachment:

1.
Proposed final version of Rotation of Auditing Firms Board Policy. 
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on ________________, 2006 by







___________________________







John W. Beaghan, CMA







Vice President for Finance and Administration 






and Treasurer to the Board of Trustees

Recommended on ______________, 2006

to the Board of Trustees for approval by

__________________________________

Gary D. Russi

President

ATTACHMENT 1

ROTATION OF AUDITING FIRMS

Approved by the Board of Trustees on April 6, 1995

Approved by the Board of Trustees on February 4, 2004

Approved by the Board of Trustees on April 5, 2006

RESOLVED, that the Board of Trustees confirms its policy that the University’s financial statements be examined each year by an independent public accounting firm (Firm) to be named by the Board; and, be it further

RESOLVED, that the Firm shall report to the Board the results of its examination, on an annual basis; and, be it further

RESOLVED, that appointment of a Firm shall be for a one-year period; and, be it further

RESOLVED, that the Firm must rotate its lead partner every seven years, and that after seven years, the lead partner cannot be assigned to the University’s account for two years, but can thereafter be reassigned to the University’s account for another seven year period; and, be it further


RESOLVED, that the Firm performing audit services is prohibited from performing non-audit services unless expressly approved by the Board in advance; and, be it further


RESOLVED, that the Firm cannot have employed the University’s Chief Executive Officer, Chief Financial Officer, Controller, or any person in an equivalent position, during the one-year period immediately preceding the audit, unless expressly approved by the Board in advance; and, be it further


RESOLVED, that records related to audits must be appropriately stored for a minimum of seven years after the audit is accepted by the Board; and, be it further


RESOLVED, that independent public accounting services must be competitively bid at a minimum of every five years with results of the bid and a recommendation presented to the Board’s Finance, Audit and Investment Committee for its formal recommendation to the Board; and, be it further

RESOLVED, that the Vice President for Finance and Administration shall annually report to the Finance, Audit and Investment Committee on the accountant’s performance; recommend whether or not to continue an appointment; and shall cause the auditors to present the annual audit in draft form to the Committee.
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