NAVAJO TECHNICAL UNIVERSITY
Crownpoint, New Mexico

(A Component Unit of the Navajo Nation)
Financial Statements
and
Supplementary Information

For the year ended May 31, 2015

(With Independent Auditors’ Report Thereon)



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

Independent Auditors’ Report on Financial Statements and Supplementary Information
Management’s Discussion and Analysis
Financial Statements:
Balance Sheet
Statement of Revenues, Expenses and Changes in Net Assets
Statement of Cash Flows
Statement of Fiduciary Net Assets — Agency Fund
Notes to Financial Statements
Supplementary Information:
Schedule | - Schedule of Expenditures of Federal Awards
Notes to the Schedule of Expenditures of Federal Awards
Summary Schedule of Prior Audit Findings
Independent Auditors’ 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 Auditors’ Report on Compliance with Requirements that could have a
Direct and Material Effect on each Major Program and on Internal Control over

Compliance in Accordance with OMB Circular A-133

Schedule of Findings and Questioned Costs

Page
1-3

4-10

11
12
13
14

15-23

24-25

26

27

28-29

30-31

32



SLOAN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

8205 Spain NE, SUITE 204 » ALBUQUERQUE, NM 87109 « (505) 858-0050 * FAX (505) 858-0052 HARRY W. SLOAN, JR., C.P.A.

Independent Auditors’ Report on Financial Statements and Supplementary Information

Members of the Board of Regents
Navajo Technical University

Report on the Financial Statements

We have audited the accompanying financial statements of the Navajo Technical University (the
University) as of and for the year ended May 31, 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
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.

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, the financial statements referred to above present fairly, in all material respects,
the financial position of the Navajo Technical University, as of May 31, 2015, and the changes in
financial position, its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 4 through 10 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 of the
University’s basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations,
and is not a required part of the basic financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures
of federal awards is fairly stated in all material respects, in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 27, 2016, 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.



=== Qw@@@

Albuquerque, New Mexico
February 27, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

Our discussion and analysis of the Navajo Technical University’s (the University) financial
performance provides an overview of the University's financial activities for the fiscal year ended
May 31, 2015. The analysis focuses on the University’s financial performance as a whole. Please
read it in conjunction with the basic financial statements and the accompanying notes to those
financial statements.

Active Mission Statement

Navajo Technical University’s mission is to provide university readiness programs, certificates,
associate, baccalaureate, and graduate degrees. Students, faculty and staff will provide value to
the Dine’ community through research, community engagement, service learning, and activities
designed to foster cultural and environmental preservation and sustainable economic
development. The University is committed to high quality, student-oriented, hands-on-learning
environment based on the Dine’ cultural principles:

€ Nitsahakees — Thinking.
€ Nahat'a — Planning.

€ lina - Life.

€ Sihasin — Stability.

Using the Annual Financial Report

This report consists of the Management’s Discussion and Analysis (MD&A), the Balance Sheet,
the Statement of Revenues, Expenses, and Changes in Net Assets, and the Statement of Cash
Flows. These statements provide both long-term and short-term financial information of the
University. The discussion and analysis of the financial statements provides an overview of the
University’s financial activities for the year ended May 31, 2015.

The statements are prepared under the accrual basis of accounting in a form similar to that used
by private sector companies, whereby revenues and assets are recognized when the service is
provided and expenses and liabilities are recognized when others provide the service, regardless
of when cash is exchanged.

The Balance Sheet includes all assets and liabilities. Over time, increases or decreases in net
assets (the difference between assets and liabilities) are one indicator of the improvement or
erosion of the University’s financial health when considered with nonfinancial facts such as the
number of students, nature of ongoing education initiatives and the condition of the economy.

The Statement of Revenues, Expenses and Changes in Net Assets presents the revenues earned
and expenses incurred during the year. Activities are reported as either operating or non-
operating. The utilization of capital assets is reflected in the financial statements as depreciation,
which amortizes the cost of an asset over its expected useful life. All of the current year’s
revenues and expenses are recognized when earned or incurred, regardless of when cash is
received or paid.



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

The Statement of Cash Flows presents information related to cash inflows and outflows
summarized by operating activities, capital and related financing activities, non-capital financing
activities which helps measure the ability to meet financial obligations as they mature.

FINANCIAL ANALYSIS OF THE UNIVERSITY AS A WHOLE

The Balance Sheet and the Statement of Revenues, Expenses, and Changes in Net Assets report
information about the University's activities for the year. These two statements report the net
assets of the University and changes in them.

Over time, increases or decreases in the University's net assets are indicators of whether its
financial health is improving or deteriorating. You can think of the University's net assets - the
difference between assets and liabilities - as one way to measure financial health or financial
position.

Also consider other non-financial factors such as changes in new or changed legislation federal,
state and Navajo Nation, economic conditions, program development initiatives, and changes in
attendance.

Financial Highlights

# Fourth Year in a row of Unmodified Audit Opinion, continuing significant improvement in
fiscal management and responsibility.

# Matched US Department of Education, Title Il Endowment funds of $2,291,957, bringing
Endowment Balance with interest to $4,585,552.

4 Completion of Phase Il of Multi-Purpose Classroom / Wellness Center on time and on
budget.

4 The University continued to increase its cash position growing to $7.2 million, a 7%
increase from the prior year.

# The State of Arizona Transaction Privilege Tax (TPT) cash on hand grew to $1,800,859
to be used for NTU for campus construction in Chinle, AZ.

# The University continued to remain free of long-term debt during the period.



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

University Highlights

L4

The Wellness Center was opened and new activities launched in a decades-long effort to
meet student requests.

The acquisition of 35 acres of land for a campus in Chinle, AZ was finalized and design of
the campus is underway.

The University was granted a radio station license by the FCC, 107.3 KZCY.

Two Nursing Instructors earned their M.S.N. degrees in December, 2014, meeting a key
state requirement.

Students continued to perform well in the SKILLS USA state and national completions
bringing back to campus 22 state gold medals and one national gold!

Phase Il of the Comprehensive Wellness Center / Multipurpose Classroom was completed
and the Navajo Nation Presidential Forum was the first event held.

NTU hosted the 2014 Navajo Nation Presidential Forum in the new comprehensive wellness center.



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

Navajo Technical University Enrollment Trends

At the end of May 2015, Navajo Technical University offered 45 degrees and certificates - one (1)
master’s degree, nine (9) Bachelor degrees, sixteen (16) associate degrees and nineteen (19)
certificates. Overall enrollment continued to grow in fiscal 2015, but at a much slower pace than
the previous few years. The trend is similar at both the main campus in Crownpoint, NM and the
instructional site in Chinle, AZ. Both facilities are near capacity and significant infrastructure
upgrades are needed to meet projected growth.

Navajo Technical University Enrollment Trend
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Graduation Rates

The university overall graduation rate was 43% vs the 50% national average. The male rate was
36% and the female rate 51%. The addition of baccalaureate and master’s programs and the
longer completion times has resulted in the rate drop as well as an improvement in statistical
methodologies so graduation rates may not have been quite so positive in the past.



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

The University’s cash positon increased 7% and the Arizona Transaction Privilege Tax Compact
cash increased by nearly $1,000,000.

The increase in capital assets is due to the completion of Phase Il of the Comprehensive
Multipurpose Classroom / Wellness Center Building. Two mobile homes were purchased to
provide faculty housing for the Chinle campus. Construction also continued on the Crownpoint
Library expansion project and dormitory project. There was also replacement and significant
repair of several roofs and structures on the Crownpoint campus as well as improvements to the
campus roadways.

Capital equipment purchased included additional technology for the university IT infrastructure,
equipment for the new radio station, audio equipment for the wellness center, Point of Sales
System for the cafeteria. Four new 15 passenger vans for student transportation were acquired
as well as four gators for maintenance and IT use on the Crownpoint campus.

The University continued to be successful in securing federal awards. USDA awarded the
University additional funds. Increases were also awarded by the Bureau of Indian Affairs and Carl
Perkins. These increases in funding were due mainly to the increase in student enrollment.

The increase in enroliment and related revenues continues to have a corresponding increase in
expense. The University now offers 45 degree / certificate programs including one master’s and
nine baccalaureate. The Chinle instructional site continues to see significant growth in student
attendance and related expenses. The Teec Nos Pos, AZ instructional site continues to be
marginal and needs a more successful recruitment strategy and effort.

Salaries and benefits continue to the increase as additional staff and faculty have been needed
to service the increased student population and additional instructional sites.

The addition of new campus facilities has resulted in an increase in operating costs, especially
utilities and repair & maintenance expenditures.

Instructional costs have increased due to the addition of more terminal degreed faculty hires to
meet the demand of the four-year and Master’s programs. Other Instructional expenses have
similarly increased.

Student service and Instructional costs increased due to the continually increasing student
enrollment needs. Additional staff as well as programming costs were incurred.



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

At May 31, 2015, the University had $21,339,885 invested in capital assets, net of accumulated
depreciation of $23,696,270. The value of capital assets depreciated during the fiscal year
equaled $2,423,490. Capital assets for the year ended May 31, 2015 consisted of the following
(Table 4):

2015 2014 Change
Construction in Progress $ 1,151,431 $ 4,610,384 $ (3,458,953)
Land 19,020 19,020 -
Land Improvements 1,427,455 1,086,714 340,741
Building & Improvements 34,678,849 28,925,924 5,752,925
Equipment 3,878,234 3,712,077 166,157
Computer 2,645,352 2,475,728 169,624
Vehicle & Trailers 1,235,815 1,076,328 159,487
Total Capital Assets " 45,036,156 41,906,174 3,129,982
Accumulated Depreciation (23,696,270) (21,272,780) (2,423,490)
Total Capital Assets, Net $21,339,886 $20,633,394 $ 706,492

Vehicle & Trailers Constructionin Land Land

3% Progress_ 0% ________._Improvements

Computer___
3%

6%

The above pie chart illustrates the University’s capital asset components as a percentage of total
capital assets (Chart 5).



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)
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MANAGEMENT’S DISCUSSION AND ANALYSIS
May 31, 2015

ACTIVE MISSION STATEMENT

Navajo Technical University’s mission is to provide university readiness programs, certificates,
associate, baccalaureate, and graduate degrees. Students, faculty, and staff will provide value to
the Dine’ community through research, community engagement, service learning, and activities
designed to foster cultural and environmental preservation and sustainable economic
development. The University is committed to high quality, student-oriented, hands-on-learning
environment based on the Dine’ cultural principles: Nitsahakees, Nahata, lina, Siihasin.

CONTACTING THE UNIVERSITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide the Navajo people, the Navajo Nation Government,
customers and creditors with a general overview of the University's finances and to demonstrate
the University's accountability for the money it receives. If you have questions about this report or
need additional financial information, contact the University's Chief Financial Officer at 505-786-
4327, or by mail at:

Navajo Technical University

W. Anthony Major, Jr.

Chief Financial Officer

P.O. Box 849

Crownpoint, New Mexico 87313
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable, net
Grant receivable
Inventory
Prepaid expenses and deposits
Total current assets

Noncurrent assets
Restricted Cash
Capital assets, net

Total noncurrent assets

Total assets
LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable
Accrued liabilities
Accrued payroll
Refundable deposits
Deferred revenue

Total current liabilities

Total liabilities

Net assets:
Invested in capital assets
Restricted for Endowment
Unrestricted
Total net assets

BALANCE SHEET
May 31, 2015

Total liabilities and net assets

11

$

$ 4,345,170
1,769,951
3,422,356
1,513,057

50,000
11,100,534

4,585,552
21,339,885
25,925,437

$37,025,971

1,361,703
448,112
594,934

44,311
_2,324,714

4,773,774
4,773,774

21,339,885
4,583,914
6,328,398

32,252,197

$37.025.971




NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

For the year ended May 31, 2015

OPERATING REVENUES AND EXPENSES

Operating revenues:
Tuition and fees
Scholarship allowances
Net Tuition and fees

Housing
Cafeteria
Bookstore
Auxiliary
Miscellaneous
Total operating revenues

Operating expenses:
Instructional
Student services
Academic support
Public services
Student assistance
Institutional
Auxiliary services

Total operating expenses
Net operating income (loss)

NONOPERATING REVENUES AND EXPENSES
Federal grants and contracts
Government appropriations
State and tribal grants and contracts
Private grants and contracts
Interest income
Total nonoperating revenues (expenses)

Income before contribution
CONTRIBUTIONS
Capital contributions
Change in net assets

Net assets, beginning of year

Net assets, end of year
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$ 3,326,000

(2,229.,424)
1,096,576

596,718
466,308
1,101,510
131,063
349,682
3,741,857

7,292,381
2,095,150
1,382,742

146,993
4,752,195
8,569,873
3,841,622

28,080,954
(24,339,097)
22,195,554

3,145,530

832,382
462,538

3,719
26,639,723
2,300,626
925,859
3,226,485
29,025,712

$32,252,197



NAVAJO TECHNICAL UNIVERSITY

(A Component Unit of the Navajo Nation)

STATEMENT OF CASH FLOWS
For the year ended May 31, 2015

Cash flows from operating activities
Cash received from students and others
Cash received from auxiliary and other
Cash payments to suppliers
Cash payments for scholarships
Cash payment to employees

Net cash (used)/provided by operating activities

Cash flows from capital and related financing activities
Capital contributions
Purchase of capital assets

Net cash (used) for capital and related financing activities

Cash flows from non-capital financing activities
Cash received from grantors
Net cash (used)/provided by non-capital financing activities

Cash flows from investing activities
Interest and other income
Net cash (used)/provided by investing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Reconciliation of operating (loss) to net cash provided by
operating activities:
Operating loss
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation and amortization expenses

Decrease (increase) in account receivable
Decrease (increase) in inventories
(Decrease) increase in account payable and accrued liabilities
(Decrease) increase in accrued payroll
(Decrease) increase in refundable deposit
Net cash (used)/provided by operating activities
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$ 4,137,294
2,295,600
(9,468,846)
(6,981,619)
(11,296,855)
(21,314,426)

925,859

(3,032,707)
(2,106,848)

25,579,461
25,579,461

3,719

3,719

2,161,906

6,768,816
$.8,930,722

$(24,339,097)

2,436,195

(442,396)
126,864
1,113,343
(227,656)
18,321
$(21,314,426




Fiduciary Fund Financial Statements



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

STATEMENT OF FIDUCIARY NET ASSETS

May 31, 2015
Student
Activity Fund
Assets
Cash and cash equivalents $116,193
Total assets $116,193
Liabilities
Due to student activity fund $116,193

Total liabilities $116,193

14



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization and relationship with the Navajo Nation

Navajo Technical University (the "University"), a chartered corporation of the Navajo
Nation (the Nation), is a post-secondary educational institute providing educational
opportunities to the Navajo people and others at various locations on the Nation. The
University’s main campus is located in Crownpoint, New Mexico and is governed by a six
member Board of Regents, five of whom are appointed by the President of the Nation and
confirmed by the Government Services Committee of the Navajo Nation Council. The
University is considered a component unit of the Nation and receives funding from the
Nation.

B. Basis of Presentation

The University follows the provisions of the Governmental Accounting Standards Board
(GASB) Statement, No. 34, Basic Financial Statements -and Management's Discussion
and Analysis -for State and Local Governments; Statement No. 35, Basic Financial
Statements-and Management's Discussion and Analysis -for Public University and
Universities; Statement No. 37, Basic Financial Statements—and Management's
Discussion and Analysis -for State and Local Governments: Omnibus; and Statement No.
38, Certain Financial Statement Note Disclosures. The financial statement presentation
required by these statements provides a comprehensive, entity-wide perspective of the
University's assets, liabilities, and net assets, revenues, expenses, changes in net assets,
and cash flows.

C. Basis of Accounting

For financial reporting purposes, the University is considered a special-purpose
government engaged in business-type activities. The financial statements are prepared
using the economic resources measurement focus and the accrual basis of accounting in
conformity with U.S. generally accepted accounting principles. Under the accrual basis,
revenues are recognized when earned, and expenses are recorded when incurred. All
significant intra entity transactions have been eliminated.

D. Budgetary Data

The University's grant budgets are subject to annual review and negotiation by their
various funding sources. Annual budgets are not required to be legally adopted. As such,
no budgetary comparisons are presented as Required Supplementary Information.

15



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

E. Cash and Cash Equivalents

For purposes of the statement of cash flows, the University considers all highly liquid
investments purchased with maturity of three months or less to be cash equivalents.

F. Account Receivable

Accounts receivable consists of amounts due from students for tuition, travel and salary
advances to employees, and rents receivable. An allowance for doubtful accounts has
been set up for $924,536 for amounts that management has deemed may be uncollectible.

G. Capital Assets

All capital assets are valued at historical cost or estimated historical cost if actual historical
cost is not available. The capital assets of the University have been recorded at their
historical cost.

Depreciation of all exhaustible capital assets used by the University capitalizes all
expenditures for property and equipment that have an estimated useful life of one year or
more and have a cost of $5,000 or more per unit. Depreciation has been calculated using
the straight-line method over the estimated useful life of the asset as noted below:

Asset Category Years
Vehicles 5
Furniture and Fixtures 7
Land Improvement 16-20
Building 20

H. Compensated Absences

The University’s leave policy for all “full-time” employees under the policy section titled
“‘My Time Off” with regard to annual and sick leave hours as follows:

Faculty and
10-month staff General staff Professional staff
Current year 64 96 192

16



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

There is no carryover to the next succeeding year of annual and sick leave for all
employees, a use it or lose it policy is now in effect. Upon resignation or employment
termination with the University, the employee at the Presidents discretion, will be
compensated up to a maximum of 40 hours. As of May 31, 2015 accrued compensated
absences balance was $-0-.

I. Net Assets
Net assets are classified as follows:

Invested in capital assets represents the University's total investment in capital assets, net
of accumulated depreciation and outstanding debt obligations related to those capital
assets. The University currently has no debt.

Restricted net assets represent those operating funds on which external restrictions have
been imposed that limit the purposes for which such funds can be used. The University is
legally or contractually obligated to spend these funds in accordance with the restrictions
imposed by external third parties.

Unrestricted net assets consist of those operating funds over which the Board of Regents
retains full control to use in achieving any of its authorized purposes.

When an expense is incurred that can be paid using either restricted or unrestricted
resources, the University's policy is to first apply the expense toward restricted resources
and then toward unrestricted resources.

J. Revenues
Revenues are classified as operating or nonoperating according to the following criteria:

Operating revenue includes activities that are generated through the University's normal
business activities, such as (a) student tuition and fees, net of scholarship discounts and
allowances; (b) sales and services; and (c) contracts and grants.

Nonoperating revenue includes activities that have the characteristics of nonexchange
transactions, such as (a) appropriations and (b) gifts. These revenue streams are
recognized in accordance with GASB Statement No. 33, Accounting and Financial
Reporting for Nonexchange Transactions. Revenues are recognized when all applicable
eligibility requirements have been met.

17



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Student tuition and fee revenue from students are reported net of scholarship allowances
in the statement of revenues, expenses, and changes in net assets. Scholarship
allowances are the difference between the stated charge for goods and services provided
by the University, and the amount that is paid by students and/or third parties making
payments on students' behalf. To the extent that revenue from governmental grant
programs is used to satisfy tuition and fees, other student charges, and auxiliary
enterprises charges, the University has recorded a scholarship allowance.

Certain governmental grants, such as the Pell grant, and other tribal, federal, state, or
nongovernmental programs are recorded as operating or nonoperating revenue in the
University's financial statements. Contract and grant revenues are recognized when all of
the eligibility requirements have been met.

Deferred revenues arise when potential revenue does not meet both the “measurable” and
“available” criteria for recognition in the current period. For example, when resources are
received by the University before it has a legal claim to them, or prior to the incurrence of
gualifying expenditures, revenue is deferred. In subsequent periods, when both revenue
recognition criteria are met or when the University has a legal claim to the resources, the
liability for deferred revenues is removed and revenue is recognized.

K. Expenses

Expenses are classified as operating or nonoperating according to the following criteria:

Operating expenses include activities that have the characteristics of an exchange
transaction, such as (a) employee salaries, benefits, and related expenses; (b)
scholarships and fellowships, net of scholarship discounts and allowances; (c) utilities,
supplies and other services; (d) professional fees; and (e) depreciation expenses related
to University capital assets.

Nonoperating expenses include activities that have the characteristics of nonexchange
transactions, such as interest on capital asset-related debt and other expenses that are
defined as nonoperating expenses by GASB Statement No.9, Reporting Cash Flows of
Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use
Proprietary Fund Accounting, and GASB Statement No. 34.

Expenditures are subject to review by the funding agency and may result in disallowance
in subsequent periods. Grants receivable represents funds due from grantors for program
services expenses in excess of reimbursements. All grants receivable are considered
collectible by the University. Grant deferred revenues represent amounts received in
excess of expenses incurred, but which are to be expended in a future period.

18



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

L. Other Non-Exchange Transactions

The University has adopted GASB Statement No. 33, “Accounting and Financial Reporting
for Non-exchange Transactions,” which establishes accounting and financial reporting
standards for nonexchange finance and capital transactions. The Navajo Nation
appropriations received by the University are classified as a voluntary non-exchange
transaction as defined by GASB Statement No. 33 and, accordingly, the University
recognizes revenue from these transactions when eligibility requirements are met.

M. Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.

N. Income Tax Status

As an organization described in Internal Revenue Code Section 501(c)(3), the University
is exempt from federal income tax on its related income under Section 501(a). The
University had no material unrelated business income in the current fiscal year.
Accordingly, no provision has been made for income taxes.

O. Effects of New Accounting Standards on Current-Period Financial Statements

e The University adopted Governmental Accounting Standards Board (GASB)
Statement No0.65, Items Previously Reported as Assets and Liabilities. The
financial statement has been updated in accordance with GASB Statement No.65.

e The University has adopted GASB Statement No. 66, Technical Corrections-2012-
amendment of GASB Statements No. 10 and 62. GASB statement No. 66 did not
have an effect on the financial statements.

e Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees. GASB statement No. 70 did not have an effect on the financial
statements.
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 2 — CASH AND CASH EQUIVALENTS

Cash and cash equivalents consists of the following at May 31, 2015:

Cash on hand $ 4,951
Deposit with financial institution 4,340,219
Restricted Cash- Certificates of deposit 4,585,552

$8.930,722

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the counterparty’s
failure, the University will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party’s possession., The University does
not have formal deposit and investment policies that limit its exposure to custodial credit
risk. At May, 31, 2015, none of the cash balances deposited at financial institutions were
uninsured and uncollateralized and none of the overnight repurchase agreements held at
financial institutions were uninsured and uncollateralized. The total overnight repurchase
agreements were redeposited into the University's account on June 1 of the following fiscal
year.

Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the value of
an investment. The longer the maturity of an investment, the greater the sensitivity of its

fair value to changes in market interest rates. The University does not have formal
investment policies that limit its exposure to interest rates risk.
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015
NOTE 2 — CASH AND CASH EQUIVALENTS - Continued

Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligation to the University. The University does not have formal investment policies that
limit its exposure to credit risk.
Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributable to the magnitude of the
University’s investment in a single issuer. The University does not have formal investment
policies that limit its exposure to concentrations of credit risk.

NOTE 3 — ACCOUNTS RECEIVABLE

Accounts receivable balances consist of the following at May 31, 2015:

Students $2,069,209
Employees 591,615
Other 33,663
Total 2,694,487
Less: Allowance for uncollectible balances (924,536)
$1,769,951

NOTE 4 - GRANT RECEIVABLES AND DEFERRED REVENUES

Grants receivable represents funds due from grantors for program services expenses in
excess of reimbursements. Deferred revenue represents the deficiency of expenditures
over advances or reimbursements received on federal state or other award programs. The
grants receivable and deferred revenues as of May 31, 2015 are comprised of the

following:
Grants Deferred
Receivable Revenue
U.S. Department of Agriculture $ 231,992 $342,186
U.S. Department of HUD 389,600 -
U.S. Nuclear Regulatory Commission - 23,735
U.S. Department of Interior-BIA 1,054,348 -
National Aeronautics and Space Administration 156,527 35,464
U.S. Department of Energy 846 45,921
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 4 — GRANT RECEIVABLES AND DEFERRED REVENUES - continued

Grants Deferred

Receivable Revenue

National Science Foundation 2,836 75,113
U.S. Department of Health - 160,937
U.S. Department of Education 305,847 417,918
U.S. Department of Health - 2,000
Other Funding Sources 1,280,360 1,221,440
$3,422.356 $2.324,714

NOTE 5 — CAPITAL ASSETS

The University’s capital assets as of May 31, 2015 are composed of the following:
Balance at Transfers/ Balance at
May 31, 2014 Increases Decreases May 31, 2015

Capital assets not being depreciated

Land $ 19,020 $ - $ - $ 19,020
Construction in Process (CIP) 4,610,384 2,528,870 (5,987,823) 1,151,431
Total capital assets not being
depreciated 4,629,404 2,528,870 (5,987,823) 1,170,451
Capital assets being depreciated
Land improvements 1,086,714 50,000 290,740 1,427,454
Building improvements 28,925,925 175,109 5,577,816 34,678,850
Furniture and equipment 6,187,805 216,515 119,266 6,523,586
Vehicles 1,076,327 187,721 (28,233) 1,235,815

Total capital assets being

depreciated 37,276,771 629,345 5,959,589 43,865,705
Less accumulated depreciation (21,272,780) (2,436,195) 12,705 (23,696,270)
Total capital assets being depreciated, net 16,003,991 (1,806,850) 5,972,294 20,169,435
Capital assets, net $ 20,633,395 $ 722,020 $ (15,529) $ 21,339,886

Depreciation expense for the year end May 31, 2015 was $2,436,195.
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO FINANCIAL STATEMENTS
May 31, 2015

NOTE 6 — CONTINGENCIES

Amounts received or receivables from grantor agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed
claims, including amounts already collected, may constitute a liability of the applicable
funds. The amounts, if any, of expenditures that may be disallowed by the grantor
agencies cannot be determined at this time although the University expects such amounts,
if any to be immaterial.

NOTE 7 — ECONOMIC DEPENDENCES

The University receives approximately 55% of its operating revenue from various federal
programs, including the U.S. Department of Interior and the U.S. Department of Education.
The University does not expect in any way that the support from these governmental
agencies will be lost in the near term. However, if funding were withdrawn or diminished,
the University's continued operation would be impacted adversely.

NOTE 8 — RETIREMENT PLAN

The University adopted a defined contribution plan, the Navajo Technical College Profit
Sharing Plan effective June 1, 1993 covering all employees with at least two years of
service. The Plan was established by resolution of the University and the Board of Regents
has authority to amend it. The plan is administered in accordance with the Internal
Revenue Code and Treasury Regulations. The University makes an annual contribution
equal to 7% of all participants' compensation. Employees are 100% vested after 4 years
of service at the University, and they are able to direct the investment of certain portions
of their interest in the Plan. Total employer and employee contributions for the year ended
May 31, 2015 was $633,167. Information is not available to verify and allocate
contributions by employer and employee.

NOTE 9 — RISK MANAGEMENT

The University is exposed to various risks of losses related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The University participates in the Navajo Nation Risk Management Program,
which was established to manage, control, and minimize this risk. Under this program, the
Risk Management pool provides coverage for up to a maximum of $500,000 for each
incident. The University has effectively managed risk through various employee education
and prevention programs. Risk management expenses for the University are accounted
for in operations. Any claims are processed through insurance agents and/or adjusters.
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NAVAJO TECHNICAL UNIVERSITY

(A Component Unit of the Navajo Nation)

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year Ended May 31, 2015

Federal
Federal Grantor/Pass through CFDA
Grantor/Program Title Number
U.S. Department of Agriculture
Navajo Extension Workforce Project 10.500
NTU Extension Capacity Project 10.500
Garden Grant 10.500
Sheep Project 10.227
Tribal University’s Endowment Program 10.222
Equity Grant 10.221
APHIS Vet Services 10.025
APHIS Internship Program for TCU students 10.025
Native Animal, Plant and Wildlife Youth Camp 10.025
Liver Toxic Plant Effects in Livestock 10.227

Total U.S. Department of Agriculture

U.S. Department of Housing and Urban Development

Economic Development Initiative — Special Projects 14.251
Total U.S. Department of Housing and Urban Development

U.S. Nuclear Regulatory Commission

USNRC-Dev. Geospatial Engineer 77.007
Total U.S Nuclear Regulatory Commission

U.S. Department of Interior — Bureau of Indian Affairs
Bureau of Indian Affairs — PL 638 15.024
Total U.S. Department of Interior — Bureau
of Indian Affairs

National Aeronautics and Space Administration
NASA Digital Manufacturing — CIPAIR 43.001
Total National Aeronautics and
Space Administration

U.S. Department of Energy
Social Economic Advancement 81.094
Total U.S. Department of Energy
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Pass through

Grantor's Number Expenditures
2010-47002-21740 86,076
2014-47002-22210 5,088
2011-47002-30961 43,690
2012-38424-20300 26
2007-38423-06919 68,991
2010-38421-21295 50,111
14-1001-0868-CA 88,009
15-1001-0879-CA 1,373
13-1001-0859-CA 38,376
2013-38424-20987 11,312

393,052

B-10-SP-NM-0268 1,373

1,373
NRC-27-09-514 74,921

74,921

A13AV00127 5,034,232
5,034,232

e

NNX11AQ97G 104,548
104,548

DE-ED0000129 20,480
20,480
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year Ended May 31, 2015

Federal
Federal Grantor/Pass through CFDA Pass through
Grantor/Program Title Number Grantor’'s Number Expenditures
National Science Foundation
Sustainable Plan for the 21% Century 47.076 1023461 546,378
AIHEC TCU Stem Student Success Collaboration 47.076 DUE-1347778 2,931
Total National Science Foundation 549,309
U.S. Department of Commerce
Public Telecommunications Facilities Program 11.550 35-01-N10213 244,259
Total U.S. Department of Commerce 244,259
U.S. Department of Education
Federal Pell Grant 84.063 016119 6,981,619
Federal University Work-study 84.033 016119 41,480
Tribally Controlled Postsecondary Career & Tech  84.245A V245A070005-13 5,323,375
Title Il — Instructional Effectiveness 84.031T P031T070041-08 283,782
Title 11l — Culinary Arts Center 84.031T P031T100317 1,347,121
Title 11l — Project A 84.031T P031T100417 1,918,097
Total U.S. Department of Education 15,895,473
Total Federal Awards 22,317,647
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
May 31, 2015

NOTE 1 — Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal
grant activity of the Navajo Technical University (the University) and is presented on the
accrual basis of accounting. The information in this schedule is presented in accordance
with the requirements of OMB Circular A-133, “Audits of States, Local Governments,
and Non-Profit Organizations.” Therefore, some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of, the financial
statements.

NOTE 2 — Subrecipients

Of the expenditures presented in the schedule, the University provided no awards to
subrecipients.

NOTE 3 - Outstanding Loans

Navajo Technical University has no federal loan balance at May 31, 2015.

NOTE 4 - Reconciliation to Expenditures
The following is a reconciliation of the expenditures reported on the University’s
schedule of expenditures of federal awards to federal grant revenue reported in the
University’s statement of revenue, expenditures and change in net assets.

Expenditures reported in the schedule of expenditures

of federal awards $22,317,647
Capitalized expenditures funded by federal awards (514,021)
Depreciation expense reported in the financial statements 2,436,195
Expenses funded by tribal, state, and other nonfederal sources 3,841,133
Operating expenses reported in the financial statements $28,080,954
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NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the year Ended May 31, 2015

No prior year audit findings.
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SLOAN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

8205 Spain NE, SUITE 204 » ALBUQUERQUE, NM 87109 « (505) 858-0050 * FAX (505) 858-0052 HARRY W. SLOAN, JR., C.P.A.

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”

Members of the Board of Regents
Navajo Technical University

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 Navajo Technical University (University) as of and for the year ended May
31, 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 February 27,
2016.

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 opinions 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 entity'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
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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, 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.

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 results of that testing, and not to provide an opinion on the effectiveness of
the entity'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 entity's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Albugquerque, New Mexico
February 27, 2016
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SLOAN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

8205 Spain NE, SUITE 204 » ALBUQUERQUE, NM 87109 « (505) 858-0050 * FAX (505) 858-0052 HARRY W. SLOAN, JR., C.P.A.

Independent Auditors’ Report on Compliance for each Major Program and on Internal
Control over Compliance Reguired by OMB Circular A-133

Members of the Board of Regents
Navajo Technical University

Report on Compliance for Each Major Federal Program

We have audited the Navajo Technical University's (the University) compliance with the types
of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of the University's major federal programs for
the year ended May 31, 2015. The University's major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned
costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the University's major
federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States;
and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the University's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
University's compliance.

Opinion on Each Major Federal Program

In our opinion, The University, complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major

federal programs for the year ended May 31, 2015.
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Report on Internal Control Over Compliance

Management of the University is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the University’s internal
control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate
in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the University's internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we considered to be
material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope
of our testing of internal control over compliance and the results of that testing based on the

requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

Albuquerque, New Mexico
February 27, 2016

31



NAVAJO TECHNICAL UNIVERSITY
(A Component Unit of the Navajo Nation)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended May 31, 2015

A. SUMMARY OF AUDIT RESULTS

1.

8.

9.

The auditor's report expresses an unmodified opinion on the financial statements of
Navajo Technical University, (the University).

No significant deficiencies material to the financial statements of the University were
disclosed during the audit. No material weaknesses are reported.

No instances of noncompliance material to the financial statements of the University were
disclosed during the audit.

No significant deficiencies in internal control over major federal award programs were
disclosed during the audit. No material weaknesses are reported.

The auditor’s report on compliance for the major federal award programs for the University
expresses an unmodified opinion on all major federal programs.

Audit findings that are required to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this schedule.

The programs tested as major programs include:

Program Name CEDA Number
Indian Self-Determination Contract Support 15.024
NASA Digital Manufacturing — CIPAIR 43.001

The threshold for distinguishing Types A and B programs was $670,000.

The University qualified as a low-risk auditee.

B. FINDINGS — FINANCIAL STATEMENT

None

C. FINDINGS - MAJOR FEDERAL AWARD PROGRAMS

None
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