APPENDIX N

THE UNIVERSITY OF Committee on Audit, Risk Management, and
NORTH CAROLINA SYSTEM Compliance

Committee on Audit, Risk Management, and Compliance
Committee Charter

I Background and Authority

The Committee on Audit, Risk Management, and Compliance (CARMC) is a standing committee of the University
of North Carolina Board of Governors. The committee acts on behalf of the Board of Governors to provide
independent oversight of the University’s audit, risk management, and compliance functions as well as the
University’s internal control practices. The committee shall be supported and staffed by the chief of staff, the office
of legal affairs, internal audit/compliance staff, information technology staff, and safety and enterprise risk
management/compliance staff, whose roles and responsibilities shall be defined and described by the president.

The committee also has access to other members of management and employees, and relevant information across
the UNC System that the committee considers necessary to discharge its oversight responsibilities.

The legislation and policies relevant to the committee’s jurisdiction and oversight responsibilities are set forth in
Appendix A.

The committee’s oversight responsibility with respect to the UNC System Office internal audit function is set forth
in the charter attached as Appendix B.

Il. Purpose

The purpose of CARMC is to act on behalf of the Board to provide structured, systematic oversight of the University
of North Carolina System’s audit, risk management, and compliance functions, as well as the University’s internal
control practices. The committee does not exercise decision-making authority on behalf of the University. It is the
responsibility of management at the System Office and at each constituent institution to maintain programs and
systems of internal audit, risk management, and compliance. The committee exercises oversight responsibilities
on behalf of the Board as defined herein and makes reports and recommendations to the Board related to:

The integrity of the University’s annual financial statements.

The University’s systems of internal control and management practices.

The internal audit function, external auditors, firms, and other providers of assurance.
The University’s compliance efforts.

The University’s information governance and security program.

Designation of special responsibility constituent institutions.

The required elements of University associated entities.

Systemwide enterprise risk management and compliance processes.

Campus safety and emergency operations.

TIemMMmMOO®p

lll. Organization

The chair of the Board of Governors selects the committee members and designates the committee officers after
evaluating the members’ collective competencies and balance of skills. As provided in The Code of the University
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of North Carolina, the committee shall consist of voting members and be appointed from the membership of the
other standing committees. A quorum for the committee will be a majority of the voting members. The CARMC
members:

A Must be independent of the UNC System or associated entity management and free of any relationship
that would impair the members’ independence.

B. May not receive, directly or indirectly, consulting, advisory, or other fees from any of the constituent
institutions, affiliated entities, associated entities, the UNC System Office, or outside contractors hired
to perform special engagements.

C. Should collectively possess sufficient knowledge of audit, finance, higher education, information
technology, law, governance, risk, compliance, and principles of internal control in order to respond
to regulatory, economic, reporting, and other emerging developments and needs.

Must disclose any conflict of interest or appearance of conflict of interest to the CARMC chair.

E. Are obligated to prepare for and participate in committee meetings, as provided in Section 200.7 of

the UNC Policy Manual, Policy on Duties, Responsibilities, and Expectations of Board Members.

IV. Meetings

The committee shall meet no fewer than four times a year. The committee will invite, when needed, the president
of the University, the chancellors of the constituent institutions, external and internal auditors, representatives of
the Office of the State Auditor, and others to attend the meetings and provide pertinent information as required
and requested. The committee will communicate its information requirements, including the nature, extent, and
timing of information. The committee expects all communication with UNC System staff, as well as external
assurance providers, to be direct, open, and complete.

The committee chair will collaborate with the president, the chief of staff, general counsel, vice president for safety
and enterprise risk management, and chief audit officer to establish a work plan that ensures the responsibilities
of CARMC are properly scheduled and carried out. Meeting agendas and related materials will be prepared and
provided in advance to members. Minutes will be prepared in accordance with applicable requirements.

V. Education

The president and the designated committee staff are responsible for providing the committee with educational
resources related to auditing, compliance, risk management, accounting principles and practices, legal and
regulatory requirements, and other information that the committee may require. The University’s vice president
for safety and enterprise risk management, chief audit officer, chief of staff, and the general counsel will assist the
committee in maintaining literacy in the appropriate areas related to the committee’s function.

VI. Duties and Responsibilities

The following shall be the principal duties and responsibilities of this committee:

A. General

1. Adopt and annually update a formal committee charter describing the committee’s
responsibilities and operating procedures for approval by the Board of Governors. The operating
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procedures shall describe the scope of the duties and responsibilities of the committee, the
structure of the University’s functions within the committee’s oversight responsibilities, and the
basic responsibilities of management with respect to each function.

2. As needed, recommend for approval by the Board of Governors and issuance by the president
annual guidance, initiatives, and areas of focus for the relevant committees of the boards of
trustees of the constituent institutions in the areas of internal audit, risk management, and

compliance.

3. Hold meetings in accordance with the requirements of the Open Meetings Act.

4, Report committee oversight activities to the Board of Governors, along with advice and
recommendations as the committee may deem appropriate.

5. Oversee, authorize, and/or hear reports concerning investigations into any matters within the

committee’s scope of oversight responsibility. The committee will ordinarily expect
management to conduct investigations within its oversight responsibility. When deemed
necessary by the Board of Governors on the committee’s recommendation, the committee may
authorize independent auditors and others to conduct investigations and deliver reports.

6. Review and monitor implementation of management’s response to recommendations by
internal and external audit or other assurance providers.

7. Review and/or recommend policies to the Board that support the internal audit, risk
management, and compliance functions.

8. Consider and advise regarding the effectiveness of the University’s internal control system in

responding to risks, including information technology governance and security.
9. Perform other oversight responsibilities assigned by the Board of Governors.

B. Financial Statements. Management is responsible for the preparation, presentation, and integrity of
the University’s financial statements and for the appropriateness of the accounting, internal control,
and reporting policies used by the University. The Office of the State Auditor currently conducts the
annual audits of the University’s financial statements, which includes financial statement audits of
each of the constituent institutions and the UNC System Office. The following shall be the principal
duties and responsibilities of the committee regarding the financial statements of the University,
including its constituent institutions:

1. Receive an annual overview from the State Auditor or a designated representative regarding the
annual audits (financial and compliance) of the constituent institutions. Review the results of
the UNC System Office’s independent financial statement audit by the State Auditor, including
any difficulties encountered and reportable issues.

2. Resolve any differences between management and the State Auditor regarding financial
reporting and other matters.

C. External Audit/Outside Auditors. In addition to the annual financial statement audits (noted above),
the Office of the State Auditor conducts federal compliance audits of select institutions on an annual
basis, and may, on occasion, conduct other audits or investigations of the University. Other external
auditors may also be engaged by the UNC System Office or by the constituent institutions for particular
projects and matters. With respect to any such external audits, the committee’s responsibilities are as
follows:

1. Review significant audit-related communications from the Office of the State Auditor or, as
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necessary, other external audit groups or firms with respect to the University and the
constituent institutions. Meet separately with the external auditors or firms, if necessary, to
discuss sensitive and any other matters that the committee or auditor believes should be
discussed privately.

2. Review reports on the progress of implementing approved management action plans and audit
recommendations resulting from completed audit engagements.
3. Be available to meet during the year with external auditors (the State Auditor, engaged CPA

firm, or audit staff) for consultation purposes or to discuss the auditor’s judgment about the
quality, not just the acceptability, of any accounting principles and underlying estimates in the
preparation of a financial statement and other matters required to be communicated to the
committee under generally accepted auditing standards.

4, Receive audit reports inthose matters where the Board of Governors or the president authorizes
or requests an external audit or other independent review.
5. Where needed and appropriate, as determined by the president, chief audit officer, or the

general counsel, receive audit reports in those matters where a board of trustees or the
chancellor/executive director of a constituent institution or affiliated entity authorizes or
requests an external audit or other independent review.

D. Internal Audit

1. Receive and review an annual summary of the internal audit plans submitted by each
constituent institution and the UNC System Office.
2. Receive and review an annual summary of the internal audit activities overseen by the audit

committee of each constituent institution’s boards of trustees. This report will incorporate a
summary of audits, reviews, investigations, or special assignments completed by the internal
audit department of each constituent institution and the UNC System Office and will note
material reportable conditions and the status of their resolution. In addition, the annual
summary will affirm that the structure of each internal audit function across the UNC System
aligns with legislative requirements.

3. Serve as the audit committee for the UNC System Office’s internal audit function. The
committee’s oversight is defined in the charter for the UNC System Office internal audit function
as set forth in Appendix B.

4, The UNC System Office chief audit officer’s appointment or termination of appointment shall be
by the president, after consultation and concurrence of the chair.

E. Risk Management and Compliance. It is the responsibility of management, rather than the committee
and its members, to ensure adherence to laws, regulations, and policies. The responsibilities of the
committee regarding the University’s risk management, and compliance activities are as follows:

1. Support the efforts, establishment of, and collaboration among the risk management and
compliance programs within the University, including recommending to the Board University-
wide policies regarding internal audit, enterprise risk management, and compliance.

2. Receive regular reports concerning enterprise risk management and compliance activities from
enterprise risk management, the general counsel, chief audit officer, and senior officers.
3. Provide general oversight of the University’s adherence to laws, regulations, and policies that

pertain to University operations. Review the programs and policies of the University designed
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by management to assure compliance with applicable laws and regulations.

4, When necessary and appropriate, meet privately with the general counsel and/or senior
management to discuss any matter that the committee or the general counsel and/or senior
management believes should be discussed privately.

5. Coordinate with other Board committees as appropriate on risk management and compliance
matters.

F. Other Responsibilities

1. As necessary, monitor the audit finding resolution requirements for special responsibility
constituent institutions.

2. Review a summary of the annual financial audit reports of the University’s major associated
entities.

3. Review the required elements of a University-associated entity relationship.

4, Provide oversight of the UNC System information governance and security program.

5. Oversee management’s procedures for the prevention and detection of fraud to ensure

appropriate antifraud programs and controls are in place to identify potential fraud and to take
appropriate action if fraud is detected.

6. Consult with the general counsel to review legal matters that may have a significant impact on
a financial statement, overall financial performance, enterprise risk management, or compliance
with applicable state, local, or federal laws and regulations. Review and provide advice on
systems, practices, policies, and standards of ethical conduct.

7. Take other actions, as necessary, to ensure that risk exposures are identified and properly
managed to assure the integrity of the finances, operations, and controls of the University.
These actions include reviewing the established governance processes and advising on related
policies and procedures that should be in place.

The committee may modify or supplement these duties and responsibilities as needed.

The committee shall have the authority, subject to the restrictions and requirements of state law, to engage
independent counsel or other advisors as necessary to carry out its duties in accordance with state rules and
regulations. The committee may also request a supplemental review or other audit procedures by internal audit,
the State Auditor, or other advisors when the circumstances dictate that further review is required. The UNC System
Office shall provide appropriate funding, as determined by the committee, for payment to advisors employed by
thecommittee.
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The committee shall annually review and assess the adequacy of the committee charter, with the assistance of

staff at the UNC System Office. The committee chair will confirm annually that the relevant responsibilities in this
charter have been carried out.

Mark Holton, Chair Date

History: Approved July 23, 2020, September 2021, September 2022.
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