THE UNIVERSITY OF NEW MEXICO
Board of Regents’ Audit and Compliance Committee Virtual Meeting
May 5, 2022 — Meeting Minutes

Members Present: Douglas Brown, Chair, Bill Payne, Vice Chair, Robert Schwartz (quorum).

Other Attendees: Garnett Stokes, Norma Allen, Terry Babbitt, Teresa Costantinidis, Ava Lovell, James Holloway,
Loretta Martinez, Ari Vazquez, Christine Landavazo, Duane Arruti, Angela Vigil, Bruce Cherrin, Heather Jaramillo,
Bonnie White, Bridgett Noonen, Jeremy Hamlin, Joseph Wrobel. Paula Williams, Susan Rhymer, Mike Schwantes,
Javier Young, Lisa Todd (Moss Adams), Sujan Bhandari (Moss Adams), John Kennedy (KPMG), Jaime Cavin
(KPMG), Brian Colon (OSA), Elena Tercero (OSA), Liza Kerr (OSA), Laura Wade (OSA), Ajay Gupta (CLA), Dave
Strzyzewski (CLA), Randy Romes (CLA), Mallory Reviere, Victor Griego, Chien-chih Yeh, Kevin Enright. (Note:
other attendees, including members of the public, were able to view through a link; therefore, it is impossible to know
who viewed, and those attendees are not included in this list.)

Chair Brown called the meeting to order at 9:03 AM. He confirmed attendance of all three members of the Committee;
therefore, there is a quorum.

ACTION ITEMS:

e The Committee approved the agenda.

e The Committee approved the minutes from February 10, 2022.
e The Committee approved the two upcoming 2022 dates.

e Norma Allen, University Controller addressed the Committee regarding renewal of the annual UNM
financial statement external audit contract for fiscal year ending June 30, 2022. This is the final year of a
three-year audit contract awarded to Moss Adams, with KPMG as a subcontractor for auditing the clinical
areas. The New Mexico State Audit Rule requires that the term for the audit contract be for one-year only;
therefore, approval every year is required for each audit during the contract period. The total cost for the FY
22 audit will be 1,142,396, which includes New Mexico gross receipts tax. This is pending any
unanticipated supplemental audit procedures required for Higher Education Emergency Relief Funding
(HEERF), as well as Governmental Accounting Standards Board (GASB) 87 implementation. This
total cost is approximately nine-percent (9%) greater than last year.

Regent Payne asked for clarification regarding using the same company for three years, but approving them
each year of the three years. Ms. Allen responded that the University went out for an RFP for a three-year
audit contract. But the Audit Rule requires that they get individual approval for each of the years. Regent
Payne then asked if the original contract would say approximately three million dollars, but because of the
State requirement, it is approved basically in thirds. Ms. Allen replied yes. Regent Schwartz asked if there
will be an open bid process again next year. Ms. Allen replied yes.

Chair Brown asked about the timeframe for changing the auditors and/or managers for the audit contract to
get a varied perspective. Victor Griego, Internal Audit Director replied that the State Rule requires a change
in auditor every six years. Lisa Todd, Partner, Moss Adams noted that requirement did change last year and
now it is actually an eight-year requirement. Chair Brown noted we are a little limited in New Mexico as far
as firms that have the bandwidth to handle an audit like UNM’s. So, it can ping-pong back-and-forth
between Moss Adams and KPMG.

e The Committee approved the renewal of the annual UNM financial statement external audit contract.

INFORMATION ITEMS:

e Advisors’ comments: None.
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Brian Colodn, State Auditor, Lisa Todd, Partner, Moss Adams, John Kennedy, Partner, KPMG, and their teams
presented the Committee with entrance conference information for the FY22 external financial statements audit.

Mr. Colon briefly addressed the Committee. He thanked the Regents, and thanked KPMG and Moss Adams for
their partnership in the engagement. He stated the State Auditor’s Office has worked very closely with UNM, and
he looks forward to this particular engagement, as he is a Lobo. It is a point of personal pride for him. Mr. Colon
turned the meeting over to Mr. Kennedy. Mr. Kennedy stated that Moss Adams is the primary on the contract.
They are the ones who were awarded the contract, and KPMG is currently the subcontractor to Moss Adams for
the clinical operations. Today they will walk through the audit plan and scope of work, and introduce the service
team. They will discuss a summary of the audits to be performed, materiality, responsibilities, timelines, etc.

Ms. Todd provided details. Moss Adams is responsible for the entity-wide audit and bringing that all together.
That includes the single audit. The single audit is the audit of federal expenditures. They audit all the non-clinical
component units and departments, bring all of the information together, and report on the consolidated financial
statements. They refer to additional clinical operations that are audited by KPMG.

Mr. Colon introduced Elena Tercero, CFO and Audit Manager at the State Auditor’s Office. Ms. Tercero will be
managing and supervising this engagement. The State Auditor’s Office will be doing test work for the State Audit
Rule, the single audit, and other substantive audit procedures. Ms. Tercero introduced the other team members
from the State Auditor’s Office, including Liza Kerr, Quality Control Director, and Laura Wade, Audit
Supervisor.

Mr. Kennedy supplied information regarding the KPMG responsibilities and service teams. KPMG is responsible
for the clinical operations portion of the audit, which is UNM Hospital, Behavioral Health, Medical Group, and
SRMC. They issue separate opinions on each of those entities and share information with Moss Adams, as is
relevant, on the single audit. Both external audit teams have many years of experience regarding this audit process
with UNM. Ms. Todd explained they perform the audit in accordance with generally accepted auditing standards,
governmental auditing standards, and the New Mexico State Audit Rule. They will also be performing the federal
grant compliance audit in accordance with the uniform guidance.

Mr. Kennedy stated he will be leading the team for the health operations audits. Amy Banovich, Concurrent
Partner, is in the Seattle office. She also participates in the University of Washington audits. Jaime Cavin,
Managing Director is part of the team again this year. Ruth Senior, Senior Manager is in the process of leaving
KPMG to get her PhD. She will be helping with this audit until August or September. KPMG is starting their
planning meetings with the various entities to work through their plans and strategies. Some of their key areas are
allowances for uncollected accounts and contractual allowances, debt and debt covenants, PRF funding, and
capital activities. They will be starting audit field work soon. The delivery date for their part is September 15™.
Chair Brown thanked Mr. Kennedy for his attention to the $600 million capital project.

This year, they know they will have several major programs that they are going to test. It is time for the Research
and Development Program to be audited again. That is a significant program at the University. Ms. Todd stated
they again will have COVID relief funding to test this year. The government has instructed that they cannot rotate
that program. Historically, with the single audit, they have been able to rotate periodically how they are tested.
But with the CARES Act and The American Rescue Plan Act, guidance has been ever changing, ever moving,
and not necessarily timely from the federal government. However, they have asked that these programs continue
to be audited each year. Chair Brown stated he thinks this area is very important. Last year, the audit finalization
was delayed due to the changing instructions.

Ms. Todd introduced the Moss Adams team. She herself serves as the Partner on the audit for the University and
non-clinical component units. Scott Simpson is the concurring partner out of the Portland, Oregon office. He is a
dedicated Higher Education partner for Moss Adams. He is well versed in the New Mexico State Audit Rule as
well, so he is a great quality control reviewer. Sujan Bhandari, Senior Manager, has been involved at the senior
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manager level both at the University and several component units. Sheila Herrera, Senior Manager works on
several of the component units.

They use a risk-based audit approach; they focus on areas of significant risk, based on risk of material
misstatements in specific areas of the financial statements where there might be potential for error or fraud. They
work through those areas based on their understanding of various entities and where they need to focus their time
and effort. They look at internal controls and do some testing over internal controls. Under the Governmental
Auditing Standards, they issue a report specifically related to compliance and internal controls they look at. They
look at material account balances throughout the University. They focus significantly on IT controls and testing as
well, using a specific team of IT professionals. The IT review focuses on things such as security, access, and
change management. Mr. Kennedy stated the IT team members are also an important part of the process at KPMG.

They are required to also look at compliance and controls over the federal grant requirements. A significant
amount of time is spent there. It’s quite complex. They do all the testing of the balances. The component unit
deadline is September 15™ as Mr. Kennedy stated, because then they get to work putting everything together into
one document to be reported to this Committee at the October 13" meeting.

They are working in a hybrid role with their clients. They are still doing a lot of remote work, but have met with
the Controller and their team about coming in to work on site, as needed. They don’t anticipate any issues with
that. They have weekly meetings with each entity, and then get together as a whole.

Regent Payne thanked all the teams. He said he takes comfort in seeing how closely integrated the State Auditor
has been at every one of the quarterly meetings, and how fully engaged all the firms are with each other.

Regent Schwartz stated he has some fundamental questions as someone who has no background at all in what
auditing even means, how it applies to the University, and what comes out of the audit. He asked if he could get a
brief summary explanation of what an audit is. Is it just financial or programmatic; is it just compliance?

Ms. Todd replied the University is complex. They perform and are engaged to report on a financial statement audit
basis. All the opinions they issue are specific to if the University’s financial statements are materially correct and
reasonably stated. They provide reasonable but not absolute assurance that the financial statements are materially
correct for all of the components. What that means, is, that a user could use those statements to make decisions
about the organization. They don’t audit to the dollar or penny; they use a materiality factor based on various risks.
Because UNM is a state entity, and there are governmental standards, they are also required to look at compliance
with federal grants. They issue a compliance-related report. UNM has a great deal of expenditures from federal
awards. They look at what are high risk, and high dollar thresholds. For example, in research and development,
they are looking at procurement, i.e. buying equipment for research. They are also looking at reporting and cash
management. They issue a required report on internal controls, sometimes called a Yellow Book Report.

As a University, a State entity, the State Audit Rule is also something UNM has to comply with. The State Audit
Rule has very specific rules for procurement, inventory management, etc. For anything that comes up in the entire
audit process related to controls, findings, etc., the State Audit Rule dictates that they must be reported in writing
in the audit report. Regent Schwartz asked if they audit if UNM is getting value for its money or if UNM is
operating within its budget. Ms. Todd replied no. However, there are certain budgetary requirements - submissions
that UNM is required to make to the State of New Mexico, and they do look at that. UNM’s Internal Audit
Department gets a little more detailed in scope, and could focus on those types of issues.

Regent Schwartz asked if they are using their experience to find out how to sample and figure out where you are
most likely to find out if the program as a whole is consistent with good practices. Ms. Todd replied that there is a
lot of auditor judgement and experience, but also a lot of standards and guidance they have to use when it comes to
sampling techniques, appropriate testing methods, scope, etc. Regent Schwartz asked if this is a standard type of
audit they do for institutions around the country. Ms. Todd replied yes.
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Chair Brown stated there is also a management assessment aspect to it, too. There is a letter written to management
as to their observations and cooperation received from staff working with the auditors, and whether they contested
any findings. There is a lot of emphasis on checks and balances within the terms of the controls. Where that
becomes particularly challenging is within small units. It is difficult to establish dual controls that a large
organization puts in. UNM is now considering more centralized control that can swoop in and act as a second
opinion maker or signing authority for duality. Internal Audit has a key role in the follow-up.

Victor Griego, Internal Audit Director stated he would be happy to prepare a presentation providing differences
between the external and internal audit function. It is both different and yet similar in nature. There is a
collaborative relationship between internal and external audit. Risks that internal audit identifies that might be
widespread would be considered by the external auditors as an internal control issue. Conversely, external auditors
may have findings or issues with non-compliance that internal audit will follow up on. Chair Brown noted that
Internal Audit’s reporting line is directly to the Regents, not through the operating departments who might have
incentives to cover something up.

e Mr. Griego presented his Director’s Report. The Department is still working on a hybrid schedule, at least until
the end of the fiscal year. Based on guidance, Mr. Griego will determine the staff schedule after that point. The
Department just hired an internal auditor, Walter Peters, who started April 11", He has roughly ten (10) years of
experience in internal audit, at both the federal and state levels.

The Department has completed an audit of Capital Projects, the annual President’s travel audit, an audit of
Facilities Management - Management and Maintenance Department, and will be presenting the audit of Research
and Public Service Projects (RPSP) in the closed session of this meeting. The Robotics portion of that audit was
presented at the last meeting of this Committee. There are three (3) audits in progress and are close to being
completed. The Children’s Campus audit will be presented at the next meeting. Other in process audits are Project
Echo, Information Security, and Valencia Branch.

Regent Schwartz asked Mr. Griego if it is the same thing for him in internal audit; does he select the thing that
has the greatest risk? Mr. Griego responded that Internal Audit performs a University-wide risk assessment in
conjunction with the compliance areas every three years to establish higher risk areas. Internal Audit develops a
work plan based on that assessment. The new risk assessment is coming soon, and Mr. Griego informed the
Committee that he will be reporting on the status of the FY23 risk assessment at the next meeting. Chair Brown
stated that he also collaborates with Mr. Griego on things he thinks are of particular interest. Mr. Griego
continued stating that the risk assessment is the basis of the audit plan, but that plan is updated on an annual basis
to identify any new, emerging risks or concerns pertaining to the University. Audits can also be initiated through
management request.

As of March 31, 2022, the Department has completed nine (9) investigations. There are seven (7) that are in
planning and field work, and five (5) that are yet to be assigned. These complaints are financial matters related to
fraud, theft, misuse of funds, time abuse, etc. Mr. Griego is currently working with the CEEO to administer the
EthicsPoint complaint system. They are working on updating processes and procedures. They are planning a
training in late July for EthicsPoint users.

Chair Brown asked if the complaint numbers are down a bit. Mr. Griego replied they are slightly down. He said
typically it is about 50-60 annually; it is on track to be under the normal range. Also, they are getting completed
more quickly. Regent Payne asked about criminal behavior involved in the complaints. How does Internal Audit
interact with that? Mr. Griego responded that if it involves criminal or illegal activity, Policy 7205 requires
Internal Audit to report it to Campus Police and the State Auditor’s Office. Internal Audit provides the nature of
the complaint, and then waits for feedback if they are going to follow up on the identified issue. There is also a
separate confidential report sent to management of the area. In that report, Internal Audit provides
recommendations to be implemented on issues identified. The results of investigations are not reported to the
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Committee, but a report is provided to management to implement recommendations, and also to the State Auditor
and Campus police - if it meets the policy requirement to do so.

Not much has changed since the original budget was completed for FY22. There was an additional amount of
$5,866 budget adjustment for the recent three-percent salary increase and associated fringe benefits increase. As
of March 31, our total expenditures are $687,950, with incumbrances of $254,010. Most of the budget is labor
costs. Right now, the single largest operational budget expense for the remainder of the year is a complete
migration upgrade for the departmental audit software from TeamMate AM to TeamMate Plus. The migration
should start in August and hopefully be completed by the end of the year.

Mr. Griego provided the Committee with an update on the Health System Internal Audit function.
CliftonLarsonAllen (CLA) was contracted to complete audits. They will be giving an informational presentation
of completed audits in the closed session of this meeting. Mr. Griego will also be providing an update of the
Health System Internal Audit function and reporting and communication. This will also be in closed session.

Mr. Griego gave an update on third-party external audits and reviews. There are currently four (4) to report on
this cycle. Three (3) were completed, and one is ongoing. First, there is the Health Resources and Services
Administration (HRSA). They completed an audit of South-Central AIDS Education and training centers within
the Health Sciences Center. The audit covered the period of 7/1/19 to 6/30/21. The funding agency submitted an
exit letter stating the findings led to a spending plan for the residual balance. It was basically a finding for the
reserve balances in the area. HSC has provided responses to the findings with a resolution plan. The Department
of Justice completed an audit of awards on Main Campus under the Department of Social Research. The audit
found no programmatic or administrative issues. Leidos Philanthropy also completed a review of all awards
within the Cancer Center covering a period of 4/15/2016 though 8/31/2021. The audit did not find any issues to
report. The only ongoing audit right now is with Sandia National Labs for all Main Campus and HSC purchase
orders from 7/1/19 to 6/30/21, covering a two-year period. They are looking at actual versus budgeted
expenditures. The University received questions and provided answers; UNM is now waiting for the auditor to
respond.

Chair Brown asked if the State Auditor’s Office is done with oversight of the Athletic Department, and if they are
issuing a statement of release as they are confident things are now under control. He asked if that is correct.
President Stokes responded it is not over; UNM still has to report. However, she is going to write a formal letter
requesting that UNM be relieved of that responsibility. The UNM Internal Audit findings from the Athletics audit
are resolved. Regent Schwartz asked if we would expect to hear more, or is no news good news? Mr. Griego said
for Internal Audit they think it’s good news. Athletics is always a higher risk on a risk assessment, but there is
nothing specific at this time.

e Heather Jaramillo, Director, Office of Equal Opportunity addressed the Committee with a CEEO report. They
have two new staff members. Blaine Moffatt is the new Compliance Coordinator. He previously practiced law in
Texas and helped corporations set up complex compliance systems with respect to global requirements as well as
United States regulations governing trade. Adrienne Helms is the new Clery Act Coordinator. She has an
interesting background. She has worked with law enforcement and also has a degree in urban planning, with an
eye toward identifying environmental and physical barriers that might detract from safety.

Ms. Jaramillo updated UNM’s efforts to become more fully compliant with the Americans with Disabilities Act.
They are in the process of wrapping up the buildings and paths of travel review. The database provided by the
vendor who did the review, Architect Research Consultants, will be previewed at the Regents’ Retreat later this
summer. There are currently efforts underway to obtain funding for additional building assessments on both the
South and North Campuses. Only a small percentage of the buildings on Main Campus and a handful on North
Campus were reviewed due to funding. They are undergoing programmatic, academic, and employment area self-
evaluation surveys which are required by the ADA. They are evaluating and compiling the data. They will be
sending student surveys out this fall.
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They have successfully launched a reasonable accommodation funding request form that they are calling the RAP
form. This is for departments to request accommodations or accessibility enhancements with regard to either a
program or event, or an employee who is requesting assistive devices that might be expensive. It can also be for
building issues or physical barriers. There are already a number of departments who have already utilized this
form. They have helped departments identify funding.

At the same time that they were working on the building and paths of travel, they also obtained a vendor for a
web and digital accessibility review. There were several departments involved. The vendor put out a draft report
that is awaiting review by the Office of University Counsel. There are some suggestions that they have, primarily
for additional personnel in order to manage and train in different areas on campus with respect to digital
accessibility. This includes things like websites, application materials, the learning management system, digital
learning materials, etc. They are also looking to update policy and have a very robust resource and training
program. They plan to provide this in advance of the Regents’ Retreat.

As Mr. Griego mentioned earlier, there are EthicsPoint updates underway. There have been some attempts to
streamline the portal more broadly. Previously, if someone wanted to file a complaint through the hotline, they
were met with a series of dropdowns to select different areas that were somewhat confusing if you were not
involved in the UNM administrative system. They have taken that portion out and have streamlined it to just
identify main areas for the type of report someone might want to give. It should make it less cumbersome for
people to make reports. They worked with Ethics Point over the last several months to create a custom report
form to comply with Title IX requirements. Currently, CEEO is exploring other EthicsPoint features including a
conflict of interest disclosure management plan. CEEO will provide their office’s annual data to this Committee
at the next meeting.

Ms. Jaramillo provided an update on the President’s Ethics Task Force. Several subcommittees with people from
all over the University have come together to research best practices and craft draft policies for review by the
President and the Office of University Counsel in the following areas: conflict of interest (COI) as required by
law; training on COI; foreign contracts and gifts; human trafficking; data privacy; limited English proficiency,
and commitment to diversity.

CEEO is providing Title IX and Clery trainings in August. There is a potential fundraising opportunity for the
University with the Title IX summit. Title IX is turning 50 this year. The Title IX Coordinator, Angela Catena is
working hard on broader efforts for programming toward prevention as well as implementation of regulations.
The Clery training is planned for all campus security authorities at UNM. The following day is the Title IX
Training institute, a regional symposium which they hope to have on an annual basis going forward. Registration
will be opening soon. Chair Brown thanked Ms. Jaramillo for the focused attention on Clery.

e Chien-Chih Yeh, Internal Audit Manager presented the audit recommendation follow-up report for this reporting
cycle. When an audit is completed, if there are any recommendations, they go on this report for follow up
tracking. He informed the Committee that there were no audit recommendations that were implemented during
this reporting cycle. Therefore, this time there is no report for that; there are only four pending recommendations.
There are still pending recommendations on the Reserves, Los Alamos Branch Campus, Bookstore, and Facilities
Management audits. For the Reserves audit, there are still existing deficits in the remaining recommendation that
need to be reduced. The impact of the pandemic has pushed back timelines for implementation. The Los Alamos
Branch has a partially completed recommendation. Internal Audit is in the process of validating completion of the
final Facilities Management recommendation. It should be on the implemented report at the next meeting.

For the Bookstore recommendation, they are waiting for review of a roles and responsibilities document
regarding PCI compliance. Duane Arruti, CIO addressed the Committee with a status update on the
recommendation. Mr. Arruti stated the roles document has been completed and reviewed by SVP Costantinidis.
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Regent Payne asked about the deficit related to Student Publications. He asked if that is for the Daily Lobo.
Provost Holloway replied that it is. Regent Payne is concerned that their answer to having a deficit is just to
request more money. That’s what everyone says, and he is not sure he is satisfied with that answer.

Chair Brown commented on the symbiotic relationship between deficits and reserves. In the Health Sciences area,
due to COVID issues, and extra expenses for traveling nurses and that sort of thing, he voiced concerns about
deficits in the Hospital area. That should turn around fairly soon. But in the meantime, the reporting is that it is in
the clear because of dipping into reserves.

SVP Costantinidis stated that there are three types of reserves into which the funds are categorized: dedicated,
committed and discretionary. Money can “slosh over” because they know they need to make that expense in the
future. At UNM, the discretionary pool is very tiny. We need to keep an eye on that because it’s the kind of thing
that helps you in a bad year. Regent Brown stated that he understands how you would dip in to reserves to cover
deficits, but to declare something is profitable when dipping in to reserves gives him anxiety. Ava Lovell, HSC
Executive Officer for Finance and Administration commented that at the Finance and Facilities Committee
meeting, there was an error in a report showing a $120 million error in use of balance. They did not do that.
Overall, the total Health Science Center is in a $5 million positive situation, but the Hospital is at a $30
million loss. Regent Schwartz stated that there is sometimes a mistake looking at just the Hospital and not
the Health Science enterprise overall, because overall it is not in deficit. Regent Payne asked Ms. Lovell
about the deficit for the physician pay increase. Ms. Lovell replied that is something that is happening, but
that will be in FY23, because that is when the full increase kicks in.

By unanimous consent, the meeting went into Executive Session at 10:28 AM per the agenda.

a) Discussion of draft Internal Audit Reports, and discussions of information subject to attorney-client
privilege pursuant RPM 1.2.

b) Discussion of limited personnel matters pursuant to exception at Section 10-15-1.H(2) NMSA (1978);

c) Vote to re-open the meeting.

The Committee unanimously approved the following UNM report:
e 2022-02 Audit of Research and Public Service Projects (RPSP)

The meeting returned to open session at 11:53 AM with certification that only those matters described above were
discussed in Executive Session. Regent Payne commented on the length of the documents to review for several
Committee meetings. The Committee asked Terry Babbitt, Chief of Staff if they could, generally, for all Committees,
get the materials sooner and perhaps with a summary of items. Mr. Babbitt replied that the President’s Office is
working on the issue and units will strive to improve the process under the President’s guidance. The meeting
adjourned at 11:57 AM.

Approved:

Compliance Committee Chair



	Board of Regents’ Audit and Compliance Committee Virtual Meeting
	May 5, 2022 – Meeting Minutes

