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AUDIT COMMITTEE — STRUCTURAL OPTIONS

The Audit Committee was created pursuant to Minneapolis Code of Ordinances, Title 2, Chapter 17, which provides for the committee’s composition and appointing authority, duties, and general responsibility
which includes, among other matters, oversight of the internal audit function and the appointment and supervision of the Internal Auditor. That ordinance also provides for the independent status of the Audit
Committee as an important element in preserving the autonomy and objectivity of the audit function. Subsequent to its creation, the Audit Committee was classified as a standing committee of the City Council
pursuant to City Council Rules. The Audit Committee now wishes to review how it is to be classified within the City Government and to submit its recommendation for consideration by the City Council.

The following table illustrates two options previously discussed with the Audit Committee. A third option—to remain a standing committee—has been withdrawn.

Standing Committee “with powers” Independent Committee

ISSUES {, | CLASSIFICATION -

As a Council committee, the Audit Committee would
be subject to the authority and rules of the Council,
except where powers are specifically delegated and
assigned, either by ordinance or by action of the

As an independent committee, the Audit Committee
would have and exercise specific powers and functions

delegated by Council pursuant to the ordinance or as the

same may hereafter be amended from time to time.

AUTHORITY Council.
Council rules would need to be amended to reflect the || The Audit Committee would need to develop its own set
quasi-independent nature of the Audit Committee, of rules to govern its proceedings and general operation
both as provided by the enabling ordinance as well as (similar to the Executive Committee).
under new or amended rules to accommodate the [See draft Audit Committee Rules]
specific delegated powers Council would vest in the
Audit Committee.

RULES [See amended Council Rules]

RELATIONSHIP TO COUNCIL

The Audit Committee would report to Council on all
matters or questions not specifically delegated and
assigned to the Audit Committee, subject to both the
standing rules of the full Council as well as any special
rules developed for the Audit Committee.

For those matters not specifically delegated to the Audit

Committee, authority would be vested in the City
Council, and the Council would need to receive and

consider the recommendations of the Audit Committee;

other matters that are within the purview of the Audit
Committee could be reported to the full Council, at the
discretion of the Audit Committee.

EXAMPLE

Under this scenario, the Audit Committee would be
similar to the Council’s standing committees in its
general operation, but would stand apart from those
committees in recognition of its delegated powers
pursuant to ordinance

Under this scenario, the Audit Committee would—like
the Executive Committee—be separate from the
Standing Committee structure. However, the Executive
Committee is created by the City Charter; the Audit
Committee is created by ordinance.

Procedure: The Audit Committee is currently classified as a Standing Committee of City Council. If the Audit Committee wishes to be reclassified within the structure of Minneapolis City Government, it will

need to submit its recommendation to the City Council for consideration and action.

NOTE: The structure proposed under the
“Independent Committee” model most closely
resembles the intent of the enabling ordinance
adopted by City Council, which was based on
best practices reported from the external
consultant. This model would envision an
independent body in most respects, but
particularly on matters that are clearly within
its jurisdiction; matters that are not clearly
within the body’s jurisdiction must be reported
to the higher authority, in this case the City
Council.

Staff has examined audit committee
structures, operational schemes, and potential
“best practices” throughout the United States
as well as Canada, England, Australia, and New
Zealand. We are happy to report that the City
of Minneapolis already incorporates most if
not all of the identified “best practices.” The
issue of best practices is a matter of ongoing
monitoring, and will continuously be assessed
and reported back to the Audit Committee by
the Internal Auditor.



