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AUDIT AND COMPLIANCE COMMITTEE
REVIEW OF AUDITED FINANCIAL STATEMENTS

The administration anticipates having the financial statement audit and the Fiscal Year
2015 Financial Report completed and is requesting an opportunity to review the Report with the
Audit and Compliance Committee of the Board of Trustees. PricewaterhouseCoopers, the
University’s independent auditors, and members of University Administration will be on hand to
present and respond to questions as appropriate.
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AUBURN UNIVERSITY

OFFICE OF THE VICE PRESIDENT
FOR BUSINESS AND FINANCE AND CFO

January 5, 2016
MEMORANDUM TO:  President Jay Gogue
THROUGH: Executive Vice President Donald L. Large, Jr.
FROM: Marcie C. Smith 77\(,\/(@/(1 ad’)’ﬂ/(\jz\_/
RE: Audit and Compliance Committee Review of Audited Financial Report

PricewaterhouseCoopers is in the process of completing their audit of the University’s financial
statements for the Fiscal Year Ended September 30, 2015. We anticipate having the final published
Audit Report completed prior to the February Board meeting and would appreciate the opportunity to
review the report with the Audit and Compliance Committee of the Board of Trustees.
PricewaterhouseCoopers will also be present to address the Board as required in the Auburn University
Board of Trustees Audit and Compliance Committee Charter and to respond to questions as appropriate.

126 Ingram Hall, Auburn, AL 36849-5102; Telephone: 334-844-5588; Fax: 334-844-4701

www.auburn.edu
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

AUBURN UNIVERSITY
FINANCIAL RATIOS**
FOR THE FISCAL YEARS ENDED SEPTEMBER 30

Financial Ratios

NOTE: For illustrative purposes only, 2015* uses the net position excluding the cumulative effect of the adoption of GASB Statement No. 68, which
reduced the University’s October 1, 2014 net position by $558,573,898. In contrast, 2015 uses the net position including the adoption of GASB
Statement No. 68.

Debt Service Coverage Ratio
The debt service coverage ratio measures the ability to cover annual debt

3.13
service obligations from current year operating cash flows. A ratio of at 251 245 2.64
least 1.0 is desirable. 195
From 2011 through 2013, the University's debt service coverage ratio
decreased due to new debt issuances. The ratio began rebounding as
the University paid down portions of the outstanding amounts. The ratio

remains sufficiently above the desired 1.0 in all years presented and was 2011 2012 2013 2014 2015 2015
not affected by the implemention of GASB Statement No. 68.

Debt Service Burden
This ratio measures the percentage of annual operating expenses devoted 666 535 oxs

to debt service. A ratio below 7% is desirable. sy = -
The University's debt service burden increased due to new debt
issuances in 2011 and 2012. However, in 2013 and 2014, debt service

remained relatively consistent, while operating expenses increased. The
ratio increased slightly in fiscal year 2015, as debt service increased.
Management strategically planned for debt service to increase as certain
projects funded by the debt became revenue-generating. The ratio was
not affected by the implementation of GASB Statement No. 68.

2011 2012 2013 2014 2015* 2015

Primary Reserve Ratio
The Primary Reserve Ratio measures the financial strength of the
institution by indicating how many years it could operate using expendable 086 088 0.86 0.5 0.90

net position without relying on additional revenue. It is generally J . . . .

: 031
recommended that the ratio be at least 0.40.
Although the primary reserve ratio is significantly impacted by the 2011 2012 2013 2014 2015* 2015

implementation of GASB Statement No. 68, management believes the
University has sufficient expendable net position to continue to operate.

Viability Ratio

This ratio measures the availability of expendable net position to cover debt

obligations should the institution be required to settle them immediately. A 568 097 1.00 1.06
ratio of 1.0 indicates that the institution could pay off all debts.

While new debt issuances in 2011 dropped the ratio below 1.0%, the ratio 0.40
has since rebounded with an increase in the subsequent three years. l
The viability ratio is significantly impacted by the implementation of GASB

Statement No. 68. However, management believes the University has 2014 2012 2013 2014 2015* 2015
sufficient expendable net position to cover debt obligations.

117

Return on Net Position Ratio
This ratio measures total economic return and can be used to indicate

8.77
6.10
whether the institution is financially stronger or weaker over time. It is o =L
generally recommended that the goal be a 3% - 4% return over the long-term. > :
The University’s return on net position ratio remains strong. The . I
implementation of GASB Statement No. 68 lowered the beginning

net position, which resulted in a higher ratio for 2015. L 0L 2013 2014 2015 2013

745

**These financial ratios are presented for purposes of additional analysis and are not a required part of the basic financial statements. These ratios
include only the University’s financial statements and may not be comparable to other institutions.
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2016-2017
AUBURN UNIVERSITY BOARD OF TRUSTEES
MEETING DATES - PENDING

Friday, September 16, 2016
Friday, November 18, 2016
Friday, February 3, 2017
Friday, April 7, 2017
Friday, June 9, 2017
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