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INDEPENDENT AUDITOR'S REPORT

Arkansas Tech University
Legislative Joint Auditing Committee

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the aggregate discretely
presented component units of Arkansas Tech University (University), an institution of higher education of the State of
Arkansas, as of and for the year ended June 30, 2015, and the related notes to the financial statements, which
collectively comprise the University’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the Arkansas Tech University Foundation, Inc., and Arkansas Tech University Facilities
Development Foundation, Inc., which represent 100% of the assets and revenues of the aggregate discretely presented
component units. Those statements were audited by other auditors whose reports have been furnished to us, and our
opinion, insofar as it relates to the amounts included for the Arkansas Tech University Foundation, Inc., and Arkansas
Tech University Facilities Development Foundation, Inc., is based solely on the reports of the other auditors. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in 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. The financial statements of the
Arkansas Tech University Foundation, Inc., and Arkansas Tech University Facilities Development Foundation, Inc.,
were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the business-type activities and the aggregate
discretely presented component units of the University as of June 30, 2015, and the respective changes in financial
position, and where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.
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Emphasis of Matter

As discussed in Notes 1 and 25 to the financial statements, the beginning net position has been restated due to the
adoption of Governmental Accounting Standards Board (GASB) Statement no. 68, Accounting and Financial Reporting
for Pensions, as amended. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis, certain information pertaining to postemployment benefits other than pensions, and certain information
pertaining to pensions on pages 6-13, 74-82, and 83-84 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about 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 do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
University’s basic financial statements. The Schedule of Selected Information for the Last Five Years (Schedule 1) is
presented for purposes of additional analysis and is not a required part of the basic financial statements.

The Schedule of Selected Information for the Last Five Years has not been subjected to the auditing procedures applied
in the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance
on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 18, 2015 on our
consideration of the University’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the University’s
internal control over financial reporting and compliance.

ARKANSAS LEGISLATIVE AUDIT
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Roger A. Norman, JD, CPA, CFE
Legislative Auditor

Little Rock, Arkansas
November 18, 2015
EDHE13015
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR'S REPORT

Arkansas Tech University
Legislative Joint Auditing Committee

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of the business-type activities and the aggregate discretely
presented component units of Arkansas Tech University (University), an institution of higher education of the State of
Arkansas, as of and for the year ended June 30, 2015, and the related notes to the financial statements, which
collectively comprise the University’s basic financial statements, and have issued our report thereon dated
November 18, 2015. Our report includes a reference to other auditors who audited the financial statements of the
Arkansas Tech University Foundation, Inc., and Arkansas Tech University Facilities Development Foundation, Inc.,
as described in our report on the University’s financial statements. The financial statements of the Arkansas Tech
University Foundation, Inc., and Arkansas Tech University Facilities Development Foundation, Inc., were not audited
in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the University’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the University’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the University’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the University’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of the state constitution, state laws and
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, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

We noted certain matters that we reported to management of the University in a separate letter dated November 18,
2015.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
result of that testing, and not to provide an opinion on the effectiveness of the University’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the University’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

ARKANSAS LEGISLATIVE AUDIT

~

_J J
Larry W. Hunter, CPA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
November 18, 2015
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MANAGEMENT LETTER

Arkansas Tech University
Legislative Joint Auditing Committee

STUDENT ENROLLMENT DATA - In accordance with Ark. Code Ann. § 6-60-209, we performed tests of the student
enrollment data for the year ended June 30, 2015, as reported to the State Department of Higher Education, to provide
reasonable assurance that the data was properly reported. The enrollment data reported was as follows:

Summer Il Term Fall Term Spring Term Summer | Term
2014 2014 2015 2015
Student Headcount 1,828 12,002 10,814 2,332
Student Semester
Credit Hours 7,731 131,852 116,828 11,146

During our review, nothing came to our attention that would cause us to believe that the student enroliment data was not
substantially correct.

This letter is intended solely for the information and use of the Legislative Joint Auditing Committee, the governing board,
University management, state executive and oversight management, and other parties as required by Arkansas Code, and is
not intended to be and should not be used by anyone other than these specified parties. However, pursuant to Ark. Code Ann.
§ 10-4-417, all reports presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not
limited.

ARKANSAS LEGISLATIVE AUDIT
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Larry W. Hunter, CPA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
November 18, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the year ended June 30, 2015

ARKANSAS TECH I
UNIVERSITY @1

Overview of Financial Statements and Financial Analysis

Arkansas Tech University is proud to present its consolidated financial statements for fiscal year 2014-15.
The following discussion and analysis of Arkansas Tech University’s consolidated financial statements
provides an overview of the University’s financial activities for the fiscal year ended June 30, 2015.
Management has prepared the financial statements, the related footnote disclosures, and Management’s
Discussion and Analysis as required by Governmental Accounting Standards Board (GASB) Statements
34 and 35.

Arkansas Tech University has completed another fiscal year with positive results. We have continued our
enrollment growth which translates into increased utilization of our auxiliary services, such as residence
halls, apartments, food services and the bookstore.

We have been challenged during FY 14-15 as state funding has remained almost flat and our investment
income has decreased as interest rates have declined to very low levels. Major emphasis has been
placed on the management of our expenses, such as utilities, scholarships, travel, vehicle maintenance,
and personnel cost to assure that our operations remain within established budgetary limits.

In Fiscal Year 14-15, we implemented GASB Statement no. 68, Accounting and Financial Reporting for
Pensions. This has impacted our Net Position. Please refer to Notes 22 and 25 for a detailed analysis of
this required change.

The student population growth continues and we are encouraged by other positive trends during FY 14-
15. We were able to do the following:

Increase enroliment

Transfer $793,385 to Infrastructure Reserves.

Transfer $348,881 to Funded Depreciation.

Campus construction and renovations of $18,043,586.

Purchase $479,481 in capital equipment.

Fund $2,782,663 for critical maintenance repairs.

There are three financial statements presented: Statement of Net Position; Statement of Revenues,
Expenses, and Changes in Net Position; and Statement of Cash Flows.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the year ended June 30, 2015

ARKANSAS TECH I
UNIVERSITY
Condensed Statement of Net Position

The Statement of Net Position presents the assets and deferred outflows of resources, liabilities and
deferred inflows of resources, and net position of the University at the end of the fiscal year. The purpose
of this statement is to show the financial position on a certain date in time and to present to readers a
fiscal snapshot of Arkansas Tech University at year-end. The Statement of Net Position presents year-
end data concerning assets (current and noncurrent) plus deferred outflows of resources, liabilities
(current and noncurrent) plus deferred inflows of resources, and net position (difference between assets
and deferred outflows of resources and liabilities and deferred inflows of resources). The difference
between current and noncurrent assets is discussed in the footnotes to the financial statements. From
the data presented, readers of the Statement of Net Position are able to determine the assets available to
continue the operations of the Institution. They are also able to determine how much the Institution owes
vendors, investors, and lending institutions. Finally, the Statement of Net Position provides a picture of
the net position (difference between assets and deferred outflows of resources and liabilities and deferred
inflows of resources) and of their availability for expenditure by the Institution.

Net Position is divided into three major categories. The first category—net investment in capital assets—
provides information on the Institution’s equity in property, plant, and equipment. The next net position
category—restricted net position—is divided into two categories: nonexpendable and expendable. The
corpus of nonexpendable restricted resources is only available for investment purposes.

Expendable restricted net position is available for expenditure by the Institution but must be spent for
purposes as determined by donors and/or external entities that have placed time or purpose restrictions
on them. The final category—unrestricted net position—is available to the Institution for any lawful
purpose of the Institution.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the year ended June 30, 2015

ARKANSAS TECH ﬂ
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Condensed Statement of Net Position (Continued)

Condensed Statement of Net Position

Assets: June 30, 2015 June 30, 2014
Current assets S 58,208,704 S 48,923,914
Noncurrent assets 37,863,233 43,062,345
Capital assets, net 130,972,676 122,117,669

Total Assets 227,044,613 214,103,928

Deferred Outflows of Resources 3,522,262 433,967
Total Assets and Deferred Outflows of Resources 230,566,875 214,537,895
Liabilities:

Current liabilities 11,213,551 9,396,583
Noncurrent liabilities 101,079,805 85,831,420
Total Liabilities 112,293,356 95,228,003
Deferred Inflows of Resources 4,363,945
Total Liabilities and Deferred Inflows of Resources 116,657,301 95,228,003
Net Position:
Net Investment in Capital Assets 43,193,724 39,471,090
Restricted - expendable 11,501,626 14,979,563
Restricted - nonexpendable 313,601 313,621
Unrestricted 58,900,623 64,545,618
Total Net Position S 113,909,574 S 119,309,892

Fiscal year ended June 30, 2014, was not adjusted for pensions because key actuarial information was
not available. Additional information is included in the Notes to the Financial Statement no. 22.

NET POSITION
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the year ended June 30, 2015
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Condensed Statement of Revenues, Expenses, and Changes in Net Position

Changes in total net position as presented on the Statement of Net Position is based on the activity
presented in the Statement of Revenues, Expenses, and Changes in Net Position. The purpose of the
statement is to present the revenues received by the Institution, both operating and nonoperating, and the
expenses paid by the Institution, both operating and nonoperating, and any other revenues, expenses,
gains and losses received or expended by the Institution.

Generally speaking, operating revenues are received for providing goods and services to the various
customers and constituencies of the Institution. Operating expenses are those expenses paid to acquire
or produce the goods and services provided in return for the operating revenues and to carry out the
mission of the Institution. Nonoperating revenues are revenues received for which goods and services
are not provided. (For example, state appropriations are nonoperating because they are provided by the
Legislature to the Institution without the Legislature directly receiving commensurate goods and services
for those revenues.)

Condensed Statement of Revenues, Expenses, and Changes in Net Position

June 30, 2015 June 30, 2014

Operating revenues $ 77,383,271 $ 72,985,618
Operating expenses (125,208,348) (120,210,218)

Operating loss (47,825,077) (47,224,600)
Nonoperating revenues and expenses 54,416,642 53,259,131
Income (loss) before other revenues,
expenses, gains, or losses 6,591,565 6,034,531
Other revenues, expenses, gains or losses 818,957 4,162,659
Increase (Decrease) in Net Position 7,410,522 10,197,190
Net Position at beginning of year

as originally stated 119,309,892 109,112,702

Restatement of prior year balance (Note
25) (12,810,840)
Net Position at beginning of year restated 106,499,052 109,112,702
Net Position at end of year S 113,909,574 $119,309,892

Fiscal year ended June 30, 2014, was not adjusted for pensions because key actuarial information was not available. Additional
information is included in the Notes to the Financial Statement no. 22.

-10-
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For the year ended June 30, 2015
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Arkansas Tech University
Operating Revenues
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Note: Per GASB Statement no. 34, State appropriations of $35,644,786 received by Arkansas Tech University are classified as Nonoperating Revenue.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the year ended June 30, 2015
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Condensed Statement of Cash Flows

The final statement presented by Arkansas Tech University is the Statement of Cash Flows. The
Statement of Cash Flows presents detailed information about the cash activity of the Institution during the
year. The statement is divided into five sections. The first section shows the net cash used by the
operating activities of the Institution. The second section reflects cash flows from noncapital financing
activities and specifically reflects the cash received and spent for nonoperating, noninvesting, and
noncapital financing purposes. The third section deals with the cash flows from capital and related
financing activities. The fourth section reflects the cash flows from investing activities and shows the
purchases, proceeds, and interest received from investing activities. The fifth section reconciles the net
cash used to the operating income or loss reflected on the Statement of Revenues, Expenses, and
Changes in Net Position.

Condensed Statement of Cash Flows

June 30, 2015 June 30, 2014

Cash provided (used) by:
Operating activities S (38,020,731) S (37,920,141)
Noncapital financing activities 56,608,188 55,701,440
Capital and related financing activities (14,871,976) (8,400,379)
Investing activities (4,183,740) 5,657,432
Net Change in Cash (468,259) 15,038,352
Cash, beginning of year 72,035,473 56,997,121
Cash, end of year S 71,567,214 S 72,035,473

Capital Asset and Debt Administration

At June 30, 2015, the University had $233,958,191 invested in capital assets, less accumulated
depreciation of $102,985,515. Depreciation charges totaled $8,253,833 for the current fiscal year.
Details of these assets are shown below.

Capital Assets (Net)

June 30, 2015

June 30, 2014

Land, improvements and infrastructure S 13,332,101 S 14,201,724
Buildings 97,513,718 100,072,039
Construction in progress 16,063,421 3,434,939
Furniture, fixtures and equipment 2,059,666 2,200,622
Intangible Asset 13,333 3,631
Capital lease 379,879 689,887
Library holdings 1,087,680 1,161,273
Livestock for educational purposes 522,878 353,554

Total

S 130,972,676

-12 -
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the year ended June 30, 2015
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Capital Asset and Debt Administration (Continued)

Major capital additions completed this year, and the source of the funding used for their acquisition,

include:

June 30, 2015

June 30, 2014

Tucker Coliseum Reroof—University Funds S 645,736
Caraway Renovation—University Funds 641,260
Jones Renovation—University Funds 575,727
Paine Reroof—University Funds 232,555
Chambers Cafeteria—Bond Issue, University Funds S 8,185,074
Ozark Data Center—University Funds 370,034
Morton Hall Reroof —University Funds 350,157
Techionery-Theater Restoration—University Funds 1,037,829
Glenwood Parking Lot—University Funds 480,918
Total S 2,095,278 S 10,424,012

More detailed information about the University’s capital assets is presented in Note 8 and Note 13 to the
financial statements.

Debt

At June 30, 2015, the University had $85,643,257 in debt outstanding versus $81,735,695 the previous
year. Principal payments made on debt during the year were $3,022,194. The table below summarizes
these amounts by type of debt instrument.

Outstanding Debt June 30, 2015 June 30, 2014

Educational and general revenue bonds S 36,020,000 S 30,610,000

Auxiliary facility revenue bonds 48,935,000 50,050,000

Capital lease obligations 546,124 823,643

Installment contract 11,324 111,836

Unamortized bond discount (91,593)

Unamortized bond premium 222,402 140,216
Total S 85,643,257 S 81,735,695

More detailed information about the University’s long-term liabilities is presented in Notes 10, 11, and 12
to the financial statements.

Economic Outlook

The University's overall financial position is strong. Consistent student enrollment growth along with
innovative academic programs and proactive budget management policies make us optimistic for the
University’s operations during FY 15-16. The administration will continue to manage resources and make
adjustments as necessary to assure the continued financial integrity of the University.

Mr. David C. Moseley
Vice President for Administration and Finance
13-



ARKANSAS TECH UNIVERSITY
STATEMENT OF NET POSITION
JUNE 30, 2015

ASSETS
Current Assets:
Cash and cash equivalents
Short-term investments
Accounts receivable (less allowance of $364,258)
Notes receivable (less allowance of $50,475)
Inventories
Prepaid expenses
Total Current Assets

Noncurrent Assets:

Cash and cash equivalents

Deposits with trustee

Endowment investments

Restricted investments

Notes receivable (less allowance of $676,913)

Prepaid expenses

Capital assets (net of accumulated depreciation of $102,985,515)
Total Noncurrent Assets

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows of Resources - Refunding of bonds
Deferred Outflows of Resources - Pensions
TOTAL DEFERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities:
Accounts payable and accrued liabilities
Bonds, installment contracts, and leases payable
Compensated absences payable
Unearned revenue
Funds held in trust for others
Other liabilities
Total Current Liabilities

Noncurrent Liabilities:
Accounts payable and accrued liabilities
Bonds, installment contracts, and leases payable
Compensated absences
Net other postemployment benefit liability
Net pension liability
Refundable federal advances
Total Noncurrent Liabilities

TOTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES - Pensions

TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

-14 -
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June 30,
2015

46,580,981
5,319,196
4,382,477

69,449
698,226
1,158,375

58,208,704

24,986,233
7,231,617
3,319,397
1,392,866

931,175
1,945
130,972,676

168,835,909

227,044,613

841,330
2,680,932

3,522,262

230,566,875

4,994,421
2,814,154
579,294
2,085,430
675,352
64,900

11,213,551

837,777
82,829,103
1,231,000
4,998,894
10,241,440
941,591

101,079,805

112,293,356

4,363,945

116,657,301




ARKANSAS TECH UNIVERSITY
STATEMENT OF NET POSITION
JUNE 30, 2015

NET POSITION
Net Investment in capital assets:
Restricted for:
Nonexpendable:
Scholarships and fellowships
Loans
Expendable:
Scholarships and fellowships
Capital projects
Debt service
Education and general departments
Unrestricted:

TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES, and NET POSITION

The accompanying notes are an integral part of these financial statements.

-15 -
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ARKANSAS TECH UNIVERSITY
ARKANSAS TECH UNIVERSITY FOUNDATION, INC.
STATEMENTS OF FINANCIAL POSITION - COMPONENT UNIT
JUNE 30, 2015 AND 2014

Exhibit A-1

June 30, June 30,
2015 2014
ASSETS
Cash and cash equivalents $ 928,752 $ 671,047
Promises to give 127,531 179,160
Investments:
Marketable securities 21,400,498 20,288,062
Annuities 367,708 391,245
Limited partnership 1,627,709 1,212,115
Total investments 23,395,915 21,891,422
TOTAL ASSETS $ 24,452,198 $ 22,741,629
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable $ 4,191 $ 46,984
University funds under management 3,319,397 3,223,511
Reserve for annuities payable 73,741 78,123
Deferred compensation 275,120
Total Liabilities 3,397,329 3,623,738
Net Assets:
Unrestricted 4,632,285 4,735,707
Temporarily restricted 4,443,836 4,011,665
Permanently restricted 11,978,748 10,370,519
Total Net Assets 21,054,869 19,117,891
TOTAL LIABILITIES and NET ASSETS $ 24,452,198 $ 22,741,629
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