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BAKER TILLY

Lawrence Pogemiller, Commissioner
Minnesota Office of Higher Education
Saint Paul, Minnesota

We have completed our audit of the financial statements of the Minnesota Office of Higher Education (the
"agency"), a component unit of the State of Minnesota, for the year ended June 30, 2018, and have issued our
report thereon dated October 24, 2018. This letter presents communications required by our professional
standards.

OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED STATES OF AMERICA,
GOVERNMENT AUDITING STANDARDS, AND THE UNIFORM GUIDANCE

The objective of a financial statement audit is the expression of an opinion on the financial statements. We
conducted the audit in accordance with auditing standards generally accepted in the United States of
America, Government Auditing Standards, and OMB’s Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). These standards require that
we plan and perform our audit to obtain reasonable, rather than absolute, assurance about whether the
financial statements prepared by management with your oversight are free of material misstatement,
whether caused by error or fraud. Our audit included examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. Our audit
does not relieve management or the Commissioner of their responsibilities.

We considered the agency’s internal control over financial reporting in order to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the agency’s
internal control over financial reporting. We also considered internal control over compliance with types of
requirements that could have a direct and material effect on a major federal program to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for a major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance.

As part of obtaining reasonable assurance about whether the agency’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit. Also, in accordance with the Uniform Guidance, we examined, on a test basis, evidence
about the agency’s compliance with the types of compliance requirements described in the OMB Compliance
Supplement that could have a direct and material effect on its major federal program for the purpose of
expressing an opinion on the agency’s compliance with those requirements. While our audit provides a
reasonable basis for our opinion on compliance, it does not provide a legal determination on the agency’s
compliance with those requirements.

We have issued a separate document which contains the results of our audit procedures to comply with the
Uniform Guidance.
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Lawrence Pogemiller, Commissioner
Minnesota Office of Higher Education

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS

Our responsibility does not extend beyond the audited financial statements identified in this report. We do not
have any obligation to and have not performed any procedures to corroborate other information contained in
client prepared documents, such as official statements related to debt issues.

PLANNED SCOPE AND TIMING OF THE AUDIT

We performed the audit according to the planned scope and timing previously communicated to you in our
engagement letter dated May 12, 2014 and in our October 6, 2017 exit conference for the previous year’s audit.

QUALITATIVE ASPECTS OF THE ENTITY’S SIGNIFICANT ACCOUNTING PRACTICES

Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies
and their application. The significant accounting policies used by the agency are described in Note | to the
financial statements. No new accounting policies were adopted and the application of existing policies was not
changed during the year. We noted no transactions entered into by the agency during the year that were both
significant and unusual, and of which, under professional standards, we are required to inform you, or
transactions for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management's knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimates affecting the financial statements were:

Management’s estimate of the allowance for uncollectible loans is based on historical defaulted loans. We
evaluated the key factors and assumptions used to develop the allowance in determining that it is
reasonable in relation to the financial statements taken as a whole.

Management’s estimate of the net pension liability is based on an actuarial study obtained by the
Minnesota State Retirement System. We evaluated the key factors and assumptions used to develop the
net pension liability in determining that it is reasonable in relation to the financial statements taken as a
whole.

Financial Statement Disclosures

The disclosures in the notes to the financial statements are neutral, consistent, and clear.
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

We encountered no significant difficulties in dealing with management in performing our audit.
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Lawrence Pogemiller, Commissioner
Minnesota Office of Higher Education

CORRECTED AND UNCORRECTED MISSTATEMENTS

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management.

There was an uncorrected financial statement misstatement for the Statewide Longitudinal Education Data
System grant recognized as revenue in a prior year. The correction of this would have resulted in deferred
inflows increasing by $60,242, end of year fund balance decreasing by $60,242. Management has determined
that their effects are immaterial, both individually and in the aggregate, to the financial statements taken as a
whole.

In addition, none of the misstatements detected as a result of audit procedures and corrected by management
were material, either individually or in the aggregate, to the financial statements taken as a whole.

DISAGREEMENTS WITH MANAGEMENT

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter that
could be significant to the financial statements or the auditors’ report. We are pleased to report that no such
disagreements arose during the course of our audit.

CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. If a consultation involves application of an accounting principle to the governmental unit’s financial
statements or a determination of the type of auditors’ opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the consultant has
all the relevant facts. To our knowledge, there were no such consultations with other accountants.

MANAGEMENT REPRESENTATIONS

We have requested certain representations from management that are included in the management
representation letter. A copy of management's written representations has been provided to you.

INDEPENDENCE

We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and the agency that, in our
professional judgment, may reasonably be thought to bear on our independence.

Relating to our audit of the financial statements of the agency for the year ended June 30, 2018, Baker Tilly
Virchow Krause, LLP hereby confirms that we are, in our professional judgment, independent with respect to
the agency in accordance with the Code of Professional Conduct issued by the American Institute of Certified
Public Accountants. We provided no services to the agency other than audit services provided in connection
with the audit of the current year’s financial statements, and financial statement preparation, a nonaudit service
which in our judgment did not impair our independence. This nonaudit service does not constitute an audit
under generally accepted auditing standards, including Government Auditing Standards.

OTHER AUDIT FINDINGS OR ISSUES
We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the agency’s auditors. However, these discussions

occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.
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Lawrence Pogemiller, Commissioner
Minnesota Office of Higher Education

OTHER MATTERS

We applied certain limited procedures to the required supplementary information (RSI) that supplements the
basic financial statements. Our procedures consisted of inquiries of management regarding the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We did not audit the RSI and do not express an opinion or provide any assurance on the
RSI.

We were engaged to report on the supplementary information which accompanies the financial statement but is
not RSI. With respect to the supplementary information, we made certain inquiries of management and
evaluated the form, content, and methods of preparing the information to determine that the information
complies with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior period, and the information is appropriate and complete in relation to
our audit of the financial statements. We compared and reconciled the supplementary information to the
underlying accounting records used to prepare the financial statements or to the financial statements
themselves.

RESTRICTION ON USE

This information is intended solely for the use of the Commissioner and management and is not intended to be,
and should not be, used by anyone other than these specified parties.

We welcome the opportunity to discuss the information included in this letter and any other matters. Thank you
for allowing us to serve you.

Buton Tllglfidofrosne 2

Minneapolis, Minnesota
October 24, 2018
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