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Middle Tennessee State University 
Board of Trustees 

 
MEETING: Audit and Compliance Committee 

SUBJECT: Minutes of May 30, 2018 Audit and 
Compliance Committee Meeting 

DATE: August 28, 2018 
 

PRESENTER:  Andy Adams 
 

ACTION REQUIRED: Voice Vote 

STAFF RECOMMENDATION: Approval 
 
 
BACKGROUND INFORMATION: 
 

The Audit and Compliance Committee met on May 30, 2018.  Minutes from the meeting 
are provided for review and approval. 
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Minutes of the Audit and Compliance Committee 
The Audit and Compliance Committee met on Wednesday, May 30, 2018 in 

the MEC Training Room in the MTSU Miller Education Center located at 503 East 

Bell Street.  Trustee Christine Karbowiak, Audit and Compliance Committee Chair, 

called the meeting to order at 12:30 p.m.  A quorum was present with the following 

Committee members in attendance:  Chairwoman Christine Karbowiak, Board 

Chairman Steve Smith, Trustee Andy Adams and Trustee Tony Johnston.  Trustees 

J.B. Baker, Joey Jacobs, Lindsay Weaver and Pam Wright were also present.  Also 

present were President Sidney A. McPhee; Brenda Burkhart, Chief Audit Executive; 

Alan Thomas, Vice President for Business and Finance; Mark Byrnes, University 

Provost; Joe Bales, Vice President for University Advancement; Andrew Oppmann, 

Vice President for Marketing and Communications; Bruce Petryshak, Vice President 

Information Technology; Deb Sells, Vice President for Student Affairs; Heidi 

Zimmerman, University Counsel and Board Secretary; and Kim Edgar, Chief of Staff. 

The first item on the agenda for action was the approval of the minutes from 

the November 29, 2017 and the March 13, 2018 Audit and Compliance Committee 

meetings.  Trustee Smith made the motion to approve the minutes.  The Motion 

was seconded by Trustee Adams.  A voice vote was taken and the Motion to 

approve the minutes of the November 29, 2017 and the March 13, 2018 Audit and 

Compliance Committee meetings carried. 

The next item on the agenda included informational items requested at the 

prior committee meeting regarding conflict of interest.  Ms. Burkhart presented a 

signed report summarizing the conflict of interest disclosures reviewed by the 

Conflict of Interest Committee for calendar year 2017.  Ms. Burkhart also reported 
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the Audit and Consulting Services webpage and the Fraud, Waste and Abuse 

brochure both address reporting of potential conflicts of interest.   

The next item on the agenda for action was the approval of revisions to Policy 

100 Use of Campus Property and Facilities Scheduling.  Ms. Zimmerman presented 

this policy which included revisions for clarification, references to other policies, 

the Campus Free Speech Protection Act, the reservation procedure, and items 

prohibited on campus.  Trustee Johnston made the motion to approve the policy.  

The Motion was seconded by Trustee Smith.  A voice vote was taken and the 

Motion to approve the revisions to Policy 100 Use of Campus Property and Facilities 

Scheduling carried. 

The next item on the agenda as an informational item was the Status of the 

Internal Audit Plan Quarterly Report presented by Ms. Burkhart.    

The Committee adjourned its public session at 12:41 p.m. and entered non-

public executive session at 12:43 p.m. to discuss audits and investigations.  The 

non-public session adjourned at 1:07 p.m. 

Respectfully submitted, 

Audit and Compliance Committee 
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Middle Tennessee State University 
Board of Trustees

MEETING: Audit and Compliance Committee 

SUBJECT: 2018 Annual Report for Audit and 
Consulting Services 

DATE: August 28, 2018 

PRESENTER:  Brenda Burkhart 

ACTION: Informational 

BACKGROUND INFORMATION: 

TCA 49-14-102 along with the MTSU Board of Trustees Bylaws and Policy on Board 
Committees requires an annual comprehensive report on the internal audit function be 
submitted for the Committee’s review. 

Trends and Emerging Issues: 
During last year’s presentation of the annual report an update on trends and emerging 
issues was requested.  The Auburn University Office of Audit, Compliance & Privacy 
produces a monthly newsletter, “Case in Point:  Lessons for the proactive manager” which 
links to news stories involving higher education institutions.  Per the January 2018 
newsletter, 491 stories were linked in 2017 with the following breakdown of issues noted: 

Information Security & Technology:  14%  (up 5% from 2016) 
Fraud & Ethics:  14%  (down 2% from 2016) 
Compliance & Legal:  43%  (up 4% from 2016) 
Campus Life & Safety:  28%  (down 2% from 2016) 
Other:  1%  (down 1% from 2016) 

“The Compliance & Legal category continues to have the largest number of stories we 
see and link.  There is no doubt our industry is among the most (if not the most) regulated 
out there, and while there have been discussions on ways to ease this burden, we haven’t 
really seen much relief come to fruition.  We shall see if that occurs during 2018, although 
in my opinion, national scandals that generate major media attention reduce the likelihood 
relief will occur.”  A noted emerging regulatory issue for 2018 was the new European 
General Data Protection Standards (GDPR). 
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Middle Tennessee State University 
Audit and Consulting Services 

Annual Report for Fiscal Year 2018 

Introduction: 

TCA 49-14-102 and the Bylaws and Policies of the MTSU Board of Trustees requires an annual 
report of audit work.  The Board Committee policy requires a comprehensive report on the 
internal audit function to the Board through the Audit and Compliance Committee (ACC) at a 
stated meeting.  Fiscal year 2018 was the first year for Audit and Consulting Services to report 
to the MTSU Board of Trustees Audit and Compliance Committee.  The Chief Audit Executive 
was responsible for coordinating the ACC quarterly meetings and the internal audit effort. 

Audit Effort: 

Audit and Consulting Services tracks audit effort by type of project and by university division.  
The majority of audit effort was in required projects, consulting work and investigations within 
the following divisions:  Academic Affairs, Governance, Athletics, Marketing and 
Communications, Student Services and Financial Management.  Page two of the report includes 
details and pie charts of audit effort.  The status of the 2018 audit plan is located on page three. 

Fraud Awareness: 

When allegations of improper or dishonest acts by an employee, outside contractor or vendor 
are received, an investigation is required.  Two new reviews were opened during the year, with 
seven projects in progress and one report issued.  Three projects are in the wrap-up phase of 
completion.  See page four for additional information. 

Resources: 

The current budget of $446,595 is adequate to fulfill the current responsibilities.  The proposal 
and request for resources to add an information technology auditor to the audit staff will be 
completed this fiscal year.  Details of the current budget and actual expenses for the past two 
years are located on page five. 

Planned Audit Efforts for 2019: 

Along with the audits in progress and required audits, the planned audit effort for 2019 includes 
a review of the use of university aircraft and a required self-assessment review of the internal 
audit function.  The self-assessment review is a requirement of the Quality Assurance and 
Improvement Program of The Institute of Internal Auditors International Standards for the 
Professional Practice of Internal Auditing.  The audit plan for 2019 is located on page six. 
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AUDIT EFFORT 

Audit and Consulting Services tracks audit effort by type of project and by university division as 
shown with the following charts.  For the chart Audit Effort by Division, Governance includes the 
President’s Division and general institutional support.  The majority of audit effort (75%) focused 
on projects within Academic Affairs, Governance and Athletics. 

The type of audit work performed is defined by the source of the request or purpose of the audit 
work.  Investigations represented 70% of the audit effort.  Investigations began as a result of 
management referral of concerns of possible fraud, waste or abuse or a hotline complaint of 
possible improper or dishonest acts.  Consulting (10%) represented efforts responding to general 
audit questions, assisting management with an audit concern and the Conflict of Interest 
Committee work.  Required projects (18%) are the result of a third party request or agreement that 
an audit or review be performed.  This audit effort included the annual audit of the President’s 
Office which is required by state law and the Audit of Football Ticket Sales and Paid Attendance 
which is required by the National Collegiate Athletic Association (NCAA).  The year-end reviews 
of inventory and cash counts are also included in this audit effort. 

Academic Affairs
37%

Athletics
16%

Financial Management
6%

Governance
22%

Marketing and 
Communications

11%

Student Services
8%

AUDIT EFFORT BY DIVISION

Consulting, 10%

State Audit Assistance 1%

Investigations, 
70%

Risk Assessment, 1%

Required, 18%

AUDIT EFFORT BY TYPE OF AUDIT 
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FRAUD AWARENESS 

The University is committed to the responsible stewardship of resources, and is required by state 
law to provide a means by which employees, students or others may report suspected or known 
improper or dishonest acts.  Audit and Consulting Services manages the reporting process by 
which students, employees, taxpayers or other citizens may confidentially report suspected illegal, 
improper, wasteful or fraudulent activity.  (TCA 49-14-103) 

The “Fraud Awareness” brochure is a communication tool given to new employees that explains 
the reporting expectations and options for any individual who suspects known improper or 
dishonest acts involving university employees, outside contractors or vendors.  The “Fraud 
Awareness” information is also on the Audit and Consulting Services webpage and includes an 
on-line reporting form. 

When Audit and Consulting Services receives allegations of improper or dishonest acts by an 
employee, outside contractor or vendor, it is required to conduct an investigation.  The purpose of 
the investigation or review is to determine if the allegation or concern is substantiated or 
unsubstantiated and if there are any internal control weaknesses or risks that management should 
address.  If the allegation or concern is substantiated and corrective action is needed, an audit 
report is issued.  A review is administratively closed with a memo to the file if the concern is 
unsubstantiated or referred to management or there are no recommendations for corrective action. 

Below is a summary of the reviews pertaining to concerns of possible improper or dishonest acts: 

Reviews brought forward from prior year 7 
New reviews opened during year 2 
Report Issued 1 
Review combined with current issue 1 
Reviews in Progress at June 30, 2018 7 

In 2018, two new reviews of possible improper or dishonest acts were opened which is three less 
than the three year average of five reviews per year.  New reviews for the past three years were:  5 
in 2017; 4 in 2016; and 6 in 2015. 

The report issued concerned a cash shortage in the School of Music Band Office which was also 
investigated by university police.  The individual or individuals responsible for the loss were not 
identified.  Management took corrective action to reduce the risk of future losses by requiring all 
cash payments to be made at the appropriate university offices.  Management concurred with the 
recommendation to process all check payments in compliance with university policy. 
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RESOURCES 

As defined in the MTSU Audit and Compliance Committee Charter, the Audit and Compliance 
Committee is responsible for ensuring Audit and Consulting Services has adequate resources in 
terms of staff and budget to effectively perform its responsibilities.  The following is the estimated 
budget for 2018-2019 compared to the actual expenses of the prior two fiscal years. 

Estimated Budget (1) Actual Expenses Actual Expenses
2018-2019 2017-2018 2016-2017

Salaries:
Chief Audit Executive 104,597$  103,450$            83,744$              
Assistant Director 62,266 61,739                60,305                
Internal Auditors, 2 Professionals 86,763 85,876                84,136                
Support Staff 27,402 26,844                26,148                
Longevity for Professional Staff 8,000 7,800 7,600 
Benefits 134,484 154,861              132,954              
Total Salaries and Benefits 423,512$  440,570$            394,887$            
Travel 15,500 9,057 11,272                
Operating Expenses 7,583 4,089 4,406 
Total Budget/Expenses 446,595$  453,716$            410,565$            

Other Funding:
Carry Forward from Prior Audit 
Services Revenue  (2) 31,291$  32,848$              36,620$              

(1) Estimated budget for FY 2018-2019.  Budget finalized in October 2018.

(2) At June 30, 2015 the audit services contracts with two community colleges ended with
generated revenue of $43,450.  The revenue was designated to fund conference/training
travel for the auditors.  Each year the unspent funds are carried forward into the next fiscal
year.

The 2018-2019 budget for Audit and Consulting Services is adequate to fulfill the current 
responsibilities.  The proposal and request for resources to add an information technology auditor 
to the audit staff will be completed this fiscal year. 
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Middle Tennessee State University 
Board of Trustees 

 
MEETING: Audit and Compliance Committee 

SUBJECT: Quarterly Report – Results of Internal 
Audit Reports 

DATE: August 28, 2018 
 

PRESENTER:  Brenda Burkhart 
 

ACTION: Informational 
 
 
BACKGROUND INFORMATION: 
 

MTSU Policy 70 Internal Audit section IX. F requires significant results of internal audit 
reports be presented to the Audit and Compliance Committee quarterly. 

Since the last meeting of the Audit and Compliance Committee, the report for the 
Confucius Institute Contract/Departmental Review was issued with two 
recommendations:  1) An official University receipt book should be used and timeliness 
of depositing funds should be improved (required by MTSU Policy 636, Cash Receipts 
and Deposits) and 2) The year-end financial report should be reviewed by the business 
office prior to submission to the external funding agency.  Management concurred with 
the recommendations and has implemented corrective actions. 

The year-end cash counts have been completed with no reportable issues. 

The current status of the Internal Audit Plan for Fiscal Year Ended June 30, 2018 was 
included in meeting materials, Tab 2 Annual Report – Audit and Consulting Services. 
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785 Unmanned Aircraft Systems 
 

Approved by President            

       Sidney A. McPhee, President 

Effective Date: July 12, 2018 
Responsible Division: Academic Affairs 
Responsible Office:  University Provost 
Responsible Officer:  University Provost 
 
I.   Purpose 

Middle Tennessee State University (MTSU or University) is committed to providing a safe 
educational, living, and working environment for its students, employees, and visitors. The 
University recognizes the growing technology around Unmanned Aircraft Systems (UAS) and 
the great potential this technology offers as a tool to further advance mission-related activities, 
including, but not limited to, teaching and institutional research. However, the University also 
recognizes that the use of UAS on University property or at University-sponsored events may 
threaten the safety and privacy of the University community, and interfere with the University 
community’s reasonable use and enjoyment of both its property and airspace.  

This policy enhances the safety of the University by restricting the use of UAS on University 
property, as well as during University-sponsored events, to activities directly related to 
teaching, research or operational purposes.  

II.  Scope 

This policy applies to all faculty, staff, students, contractors, vendors and visitors of MTSU. The 
policy is in effect twenty-four (24) hours a day, seven (7) days per week, year round.  

III.  Definitions 

As used in this policy, the following terms shall mean: 

A. Federal Aviation Administration (FAA). A division of the U.S. Department of 
Transportation that inspects and rates civilian aircraft and pilots, enforces rules of air 
safety, and installs and maintains air-navigation and traffic control facilities. 
 

B. University Property. All property and facilities owned, leased, controlled, or operated by 
MTSU, including the airspace above the property necessary for the reasonable use and 
enjoyment of the property. 
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C. University Sponsored Events. Activities directly related to the life of the University 
community beyond the classroom. Examples include athletics, recreation, student 
programming activities, and academic camps/conferences/workshops. There are two (2) 
sub-categories of such events.  

1.   Official University Events. Programs that are scheduled or sponsored by faculty, 
staff, administrative offices, and departments that are planned primarily for 
members of the MTSU community. Affiliated entities, affiliated individuals, guests, 
non-affiliated entities, non-affiliated individuals, and students may attend these 
programs.  

2.   Student Events. Programs, activities, and services that are scheduled or sponsored 
by student clubs or organizations that are officially recognized by MTSU and planned 
primarily for members of the University community. It is recognized that affiliated 
entities, affiliated individuals, guests, non-affiliated entities, non-affiliated 
individuals, and students may attend these programs.  

D. University Related Events. Match the same criteria as a University sponsored event, but also 
include a charge for registration and/or admission. 
 

E. University Co-sponsored Events. Academic programs, conferences, and/or meetings involving 
two (2) entities: a MTSU school, academic department, administrative unit, or student 
organization and an outside organization such as a professional association in which MTSU holds 
membership or maintains a relationship that directly benefits the MTSU community. 
 

F. Unmanned Aerial Vehicle (UAV). Any contrivance invented, used, or designed to 
navigate or fly in the air without the possibility of direct human intervention from within 
or on the aircraft. This includes model aircrafts, which are unmanned aircrafts capable 
of sustained flight, flown within the visual line of sight of the individual operating the 
aircraft, which are flown for recreational purposes. Such model aircrafts are commonly 
referred to as drones.       
 

G. Unmanned Aircraft System (UAS). An unmanned aerial vehicle and its associated 
elements that are required for the safe and efficient operation of the unmanned aerial 
vehicle in the national airspace system, including control stations, communication links, 
support equipment, flight termination systems, and launch and recovery equipment.                                                                                                                                                                                                                                                                                                                                                                                                                                                       

IV.  General  

A. The use of UAS on University property, or during a University- sponsored event or 
University Co-sponsored event, is strictly prohibited unless approved in advance by the 
Provost and the Vice President for Business and Finance, or as may otherwise be 
required by law.  
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B. Any individual requesting approval for the operation of a UAS on University property or 
during a University-sponsored event or University co-sponsored event must 
demonstrate that the use of the UAS will be in compliance with the operational, 
registration, certification and notification requirements set forth in FAA regulations. 
 

C. Prior notice and authorization is preferred, but not required, for use of UAS by 
emergency personnel acting under the authority of applicable local, state, or federal 
law. 

V.  Compliance and Enforcement of Policy 

A.   The Provost and the Vice President for Business and Finance, in collaboration with the 
Chair of the Department of Aerospace or designee, are responsible for approving 
requests for the use of UAS on University property and at University- sponsored events 
and University co-sponsored events. The Provost, Vice President for Business and 
Finance, and the Chair of the Department of Aerospace or designee, shall analyze the 
following criteria in making a decision regarding the approval or disapproval of the 
requested UAS use. Such analysis must include an assessment of: 

1.   Risk to the health and safety of the University community; 

2.   Risk to University property; 

3.   Measure of distraction from the educational mission of the University; 

4.   Educational, business, or research value added to the University;  

5.   Compliance with all federal, state, and local laws and regulations, including FAA 
airspace restrictions and all applicable registration and certification requirements; 

6.   Compliance with all export control regulations; and,  

7.   Compliance with all insurance requirements. 

B.   The Provost and the Vice President for Business and Finance, in collaboration with 
University Police, the Office of Compliance and Enterprise Risk Management, and the 
Chair of the Department of Aerospace or his/her designee, have developed Procedures 
for University Use of Unmanned Aircraft Systems (UAS) for UAS operations on University 
property and at University-sponsored events or University co-sponsored events. 

C.   A University employee who violates this policy or the procedures referenced above is 
subject to disciplinary action up to and including termination. A student who violates 
this policy or the procedures is subject to disciplinary action, up to and including 
expulsion. Violation of this policy or the procedures by a visitor will subject such visitor 
or third party to all legal remedies available to the University, including removal from 
the University or University-sponsored event, arrest, and prosecution. 

Forms:  

Procedures for University Use of UAS 
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UAS Use Application  

Revisions: none. 

References: none. 
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Middle Tennessee State University 
Board of Trustees

MEETING: Audit and Compliance Committee 

SUBJECT: 
Office of Compliance and ERM Update: 

Ethics Compliance 

DATE: August 28, 2018 

PRESENTER: Gené Stephens 

ACTION: Informational 

Background Information: 

To further strengthen MTSU’s Compliance and Risk Management programming, and to 
provide additional alignment with MTSU’s community standards, the following 
enhancements and processes have been developed regarding the University’s Ethics 
Compliance activities: 

• Creation of an Ethics Investigations Case Log for internal and external 
complaints concerning employee ethics violations.

• An Ethics Investigation process that includes data collection, interviews, and an 
Ethics Cases Determination Acknowledgement (provided to the employee), along 
with any recommendations.  Recommendations are provided to the employee’s 
Division Vice President, immediate manager, and/or Department Chair.

• Addition of an Ethics Compliance webpage on the Office of Compliance and 
Enterprise Risk Management’s website.  A view of the webpage is provided for 
the Committee's information.

• Development of an animated, interactive, electronic Ethics training by the end of 
November 2018, which all employees will be required to complete on an annual 
basis. 

The Office of Compliance and Enterprise Risk Management is responsible for MTSU 
Policy 10 - Ethics and Code of Conduct.    Page 53 
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Middle Tennessee State University 
Board of Trustees 

 
MEETING: Audit and Compliance Committee 

SUBJECT: 
Office of Compliance and ERM Update: 

Institutional Compliance and Risk 
Management Tools 

 

DATE: August 28, 2018 
 

PRESENTER: Gené Stephens 
 

ACTION: Informational 
  
  

 
Background Information: 
 
An additional compliance program tool was created to provide a central place for 
capturing regulatory report submissions sent to external local, state, and federal 
agencies, as well as to regional and programmatic accrediting organizations.  The 
Institutional Compliance Calendar (“Calendar”) is updated twice per year by most MTSU 
Divisions, and more frequently by the Division of Student Affairs and the Office of 
Financial Aid.  The Calendar is located on the Office of Compliance and Enterprise Risk 
Management’s website, and an internal database provides Division and Department 
users with access to update regulatory reporting information, include dates of delivery; 
frequency of the reporting; and the name of the external regulatory agency. 
 
 
A screen snapshot has been provided for Committee’s review.  A demo of the Calendar 
also will be provided. 
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In addition to the Calendar, the Risk Management Dashboard (previously demonstrated 
to the Committee in 2017) has been updated to reflect a revised ranking of institutional 
risks.  A demo of the Risk Management Dashboard will be provided during the 
Executive Session of the Audit and Compliance Committee. 
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