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Truman State University

Board of Governors, Audit Committee and
Members of Management

Truman State University

We have audited the basic financial statements of Truman State University (the University) for the year ended June 30, 2015. Our
audit was performed in accordance with auditing standards generally accepted in the United States of America and Government
Auditing Standards issued by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement and presented in
accordance with accounting principles generally accepted in the United States of America. Our audit involved performing
procedures to obtain audit evidence about the amounts and disclosures in the financial statements. We also evaluated theprocedures to obtain audit evidence about the amounts and disclosures in the financial statements. We also evaluated the
appropriateness of accounting policies used by the University and the reasonableness of significant accounting estimates made
by the University's management, as well as evaluated the overall presentation of the financial statements.

Auditing standards require the auditor to ensure that those charged with corporate governance receive additional information
regarding the scope and results of the audit that may assist the governing body in overseeing the financial reporting and
disclosure process for which management is responsible. The following section describes matters which are required to bep g p g q
reported to you.

This information is intended solely for the use of the Board of Governors, Audit Committee and management of the University and
is not intended to be and should not be used by anyone other than these specified parties.
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Auditor Communications

Truman State University

AREA COMMENTS
Auditors’ Responsibility Under U.S. Generally Accepted 
Auditing Standards, Government Auditing Standards and 

We will issue the following:
g , g

OMB Circular A-133

Our responsibility, as described by professional standards, is to 
express an opinion about whether the financial statements 
prepared by management with our assistance are fairly 
presented in all material respects in conformity with U S

An unmodified opinion on the University’s financial 
statements for the year ended June 30, 2015.
A report on compliance and on internal control over 
financial reporting based on an audit of the financial 
statements in accordance with Government Auditing 
Standards.  presented, in all material respects, in conformity with U.S. 

generally accepted accounting principles and that the University 
complied in all material respects with the applicable compliance 
requirements of its major federal programs. Our audit of the 
financial statements and compliance does not relieve you or 
management of responsibility for the accuracy of the financial 
statements or compliance with applicable compliance

It is anticipated the following single audit report will be issued:

An unmodified opinion on compliance and our report on 
internal controls over federal financial assistance in 
accordance with OMB Circular A-133.statements or compliance with applicable compliance 

requirements.

Professional standards also require that we obtain a significant 
understanding of the University's internal control to plan the 
audit.  However such understanding is required for the purpose 

f d t i i dit d d t t id
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of determining our audit procedures and not to provide any 
assurance concerning such internal control.  Accordingly, we 
express no such assurance.
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Auditor Communications
(C ti d)

Truman State University

(Continued)

AREA COMMENTS
Other Information In Documents Containing Audited 
Financial Statements

The 2015 audited financial statements of the University 
will be included in the financial statements of the State of 
Missouri.  To our knowledge, the 2015 audited financial 
statements are not included within any other document. 

Management's discussion and analysis:
We applied certain limited procedures in 
accordance with auditing standards generally g g y
accepted in the United States of America.
We do not express an opinion or provide any 
assurance on the information because the limited 
procedures do not provide us with sufficient 
evidence to do so.

Planned Scope And Timing Of The Audit We performed the audit according to the planned scope and 
timing previously communicated to management and the Audit 
Committee in our engagement letter dated March 13, 2015 
and on June 8, 2015, in our meeting regarding the nature, 
timing and extent of our audit procedures.

For Board Of Governors, Audit Committee And Management Use Only 2
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Auditor Communications
(C ti d)

Truman State University

(Continued)

AREA COMMENTS
Qualitative Aspects Of Accounting Practices Significant accounting policies are described in Note 1 to the 

financial statements.
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 appropriateness of accounting policies and their 
application.

The University implemented GASB 68 - Accounting and 
Financial Reporting for Pensions, during the year ended June 
30, 2015.  No other new accounting policies were adopted 
and the application of existing policies was not changed.
No new accounting policies that had a material or significant 
impact on the financial statements were adopted and theimpact on the financial statements were adopted and the 
application of existing policies was not changed.
We noted no transactions entered into during the year for 
which there was a lack of authoritative guidance or 
consensus. 
No significant transactions have been recognized in a 
different period than when the transactions occurreddifferent period than when the transactions occurred. 

For Board Of Governors, Audit Committee And Management Use Only 3
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Auditor Communications
(C ti d)

Truman State University

(Continued)

AREA COMMENTS
Management Judgments And Accounting Estimates

The preparation of the financial statements requires the use of 
accounting estimates.  Certain estimates are particularly 

The most notable estimates affecting the financial statements 
are:

Depreciable lives used to calculate depreciation of 
sensitive due to their significance to the financial statements 
and the possibility that future events may differ significantly 
from management’s expectations.

buildings and equipment.  Management’s estimate of 
depreciable lives is based on the assets’ estimated useful 
lives.
Allowance for uncollectible loans and student accounts 
receivable:  Management has derived an estimated 
amount of loans and student accounts receivable that will 
not be collected in the future, utilizing a historical collection 
percentage.
Accrued post-employment benefits:  Management 
estimates the future liability for post-employment benefits 
based upon a projection of future health insurance costs 
for eligible retirees participating in the program, discountedfor eligible retirees participating in the program, discounted 
to present value.
Self-insurance accrual: Management estimates the future 
liability for incurred but not reported insurance claims.
Net pension liability: Estimated based on actuarial 
information provided by MOSERS

We evaluated the key factors and assumptions used to develop

For Board Of Governors, Audit Committee And Management Use Only 4

We evaluated the key factors and assumptions used to develop 
these estimates in determining that they are reasonable in 
relation to the financial statements taken as a whole. 
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Auditor Communications
(C ti d)

Truman State University

(Continued)

AREA COMMENTS
Financial Statement Disclosures The most sensitive disclosures affecting the financial 

statements are:
The disclosures are neutral, consistent and clear.  Certain 
disclosures are particularly sensitive because of their 
significance to the financial statements’ users.

statements are:

Deposits and investments 
Long-term liabilities
Pension Plan - MOSERS

Difficulties Encountered In Performing The Audit There were no difficulties encountered in dealing with 
t l t d t th f f th ditmanagement related to the performance of the audit.

Corrected And Uncorrected Misstatements We accumulated several reclassification entries, which did not 
have an impact on the change in net assets.  Management 
agreed with us and recorded these entries.  

During our audit procedures we did not accumulate any otherDuring our audit procedures, we did not accumulate any other 
corrected or uncorrected misstatements. 

Disagreements With Management We are pleased to report that there were no such 
disagreements that were encountered during the audit.  

For Board Of Governors, Audit Committee And Management Use Only 5
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Auditor Communications
(C ti d)

Truman State University

(Continued)

AREA COMMENTS
Management Representations We requested certain representations from management that 

are included in the management representation letter datedare included in the management representation letter dated 
*______.  A copy of the representation letter is attached.

Management Consultations With Other Independent 
Accountants

None

Other Audit Findings Or Issues There were no matters of significant discussion that affected 
our retention as the University’s auditors.

For Board Of Governors, Audit Committee And Management Use Only 6
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Financial Statement Discussion 
P i t

Truman State University

Points

MOSERS Pension Liability
Net pension liability on the financial statements reflects the actuarial estimate of the 
University’s share of the un-funded portion of the State wide liability.
All calculations were performed by MOSERS, attested to by their auditors, and provided to 
h U i ithe University

As previously discussed, implementation of this new accounting regulation does not impact 
the University’s annual contributions required to be made to the plan
Given the complexities of the calculation, value is presented as of 6/30/14, and will always 
“trail” behind the University’s fiscal yeartrail  behind the University s fiscal year

Thus, cash contributions made to the plan during 2015 are shown on the University’s 
balance sheet as a deferred outflow of resources

Additionally, the differences based on projected vs. actual earnings on the investments held 
by MOSERS (as calculated by the actuaries) is presented as a deferred inflow and will beby MOSERS (as calculated by the actuaries) is presented as a deferred inflow, and will be 
amortized over a 5 year period.  

For Board Of Governors, Audit Committee And Management Use Only 7

Draf
t



Financial Statement Discussion 
P i t

Truman State University

Points

Perkins Loan Fund
Effective October 1, 2015, no new loan disbursements can be made from the program (some 
limited exceptions can apply)
There is substantial discussion in the industry that the Department of Education may 
di i h b h lik lih d f hi i i hi idiscontinue the program, but the likelihood of this is not certain at this point
The program does have several unique features, including forgiveness options for students 
that pursue selected career paths
Approximately $1 million of loans were issued to Truman State University Students during FY 
2014/20152014/2015
The loans are carried on the University’s financial statements as assets and related restricted 
net position.  Reassignment of loans to the Department of Education could result in a 
potential obligation in the future.  

For Board Of Governors, Audit Committee And Management Use Only 8
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Review of Information Technology

Truman State University

As a component of our Financial Statement Audit procedures for the current year we developed anAs a component of our Financial Statement Audit procedures for the current year, we developed an 
understanding of certain entity level controls related to Information Technology (IT) that impact the 
financial reporting process.

The following key controls were present in the current internal control structure surrounding IT at the g y g
University:

An IT steering and advisory committee is in place, meets periodically to assess risks and reviews 
action plans to mitigate/respond to assessed risks. 
Controls are in place to monitor, issue & revoke IT user access rights. 
Direct access to critical underlying database(s) for the Banner software system are restricted to 
selected employees in IT
The University has a defined IT password policy that requires changes on a scheduled, periodic 
basis
Changes to the Banner software system, while not frequent, are logged in a change management 
process
Network vulnerability assessments are completed periodically
The University has an established cyber security policy, inclusive of a breach response plan

For Board Of Governors, Audit Committee And Management Use Only 9
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Review of Information Technology

Truman State University

The following are considerations that we noted during our review that could provide an opportunity forThe following are considerations that we noted during our review that could provide an opportunity for 
improvement:

Broaden the scope of the periodic IT risk assessment that is completed and share key risks and 
related responses with Governance
Develop a process to internally “audit” the University’s cyber security policy and related breachDevelop a process to internally audit  the University s cyber security policy and related breach 
response plan
Consider minor “tweaks” to existing server and database backup process and logistical safety.  

For Board Of Governors, Audit Committee And Management Use Only 10
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Ratio Analysis

Truman State University

Recommended
2015** 2014 2013 2012 Threshold*

And Foundation
Truman State University 

Primary Reserve Ratio
Expendable net position compared to total expenses 0.85            0.73            0.71            0.71            0.40

Viability Ratio
Expendable net position compared to plant related debt 1.38 1.36 1.21 1.18 ≥ 1.0p p p p 1.38          1.36           1.21          1.18          

• *The ratios and recommended thresholds above are taken from the publication Strategic Financial Analysis for Higher
Education, Seventh Edition by Phil Tahey, Ron Salluzzo, Fred Prager, Lou Mezzina and Chris Cowen. This publication
recommends several ratios that universities should use to evaluate their financial performance.

For Board Of Governors, Audit Committee And Management Use Only 11

• **Excludes net pension liability and related deferred inflows

See the accompanying independent auditors’ report on additional information.
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Independent Auditors’ Report On 
Additi l I f ti

Truman State University

Additional Information

Board of Governors, Audit Committee and Management
Truman State University
Kirksville, Missouri

Our report on our audit of the basic financial statements of Truman State University (the University) for June 30, 2015,
appears in the financial statements of the University. That audit was conducted for the purpose of forming an opinion
on the basic financial statements taken as a whole. The additional information contained herein is presented for
purposes of additional analysis and is not a required part of the basic financial statements Such information has notpurposes of additional analysis and is not a required part of the basic financial statements. Such information has not
been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it.

*______________________
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