A Report on

The Audit of the Teacher Retirement System'’s
Fiscal Year 2016 Financial Statements

November 30, 2016
Members of the Legislative Audit Committee:

In our audit report dated November 17, 2016, we concluded that the Teacher Retirement System’s (the
System’s) basic financial statements for fiscal year 2016 were materially correct and presented in
accordance with accounting principles generally accepted in the United States of America. The System
published our audit report as part of its basic financial statements, which it has posted on its Web site at
https://www.trs.texas.gov/Pages/about publications.aspx.

We also issued a report on internal control over financial reporting and on compliance and other matters
as required by auditing standards (that report, including responses from management, is presented in the
attachment to this letter). In that report, auditors identified that the System should strengthen controls to
help ensure the completeness and accuracy of the active employee census data that employers submit.

Our procedures were not intended to provide an opinion on internal control
over financial reporting or to provide an opinion on compliance with laws Census Data Tested
and regulations. Accordingly, we do not express an opinion on the | census data is key demographic data

effectiveness of the System’s internal control over financial reporting or on | that affects the actuarial estimate of
the pension liability amount that the

compliance with laws and regulations. System presents in the notes to its
financial statements.
Testing of Plan Member Census Data Auditors identified and tested the

following key data elements for the

Auditors conducted census data testing for fiscal year 2016 (see text box for Sys;e;:]es census data:

the key data elements tested) as part of this audit. The completeness and | | Date of birth.
accuracy of that data is important because the System’s actuary uses that | . vears of service.
data to calculate the System’s pension liability. = Eligible compensation.

= Gender.
Auditors implemented a risk-based approach for selecting employers | = Employment Status.

(including school districts, charter schools, and higher education institutions)
for fiscal year 2016 census data testing as required by American Institute of Certified Public Accountants
(AICPA) guidance. That resulted in auditors selecting 89 employers for which census data was tested. (A
list of the employers selected for testing is presented in the attachment to this letter.) Testing included
reviewing documentation to verify that the census data that the employers submitted to the System was
accurate.
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Based on the testing performed, auditors determined that the underlying census data was materially
complete and accurate to support the System’s plan’s financial statement amounts. That was reflected as
part of our unmodified audit opinion on the System’s financial statements for fiscal year 2016. The System
posts information on census data testing performed on its Web site at http://trs.texas.gov.

Additionally, auditors will be issuing an opinion later this fiscal year on the System’s fiscal year 2016
pension liability allocation schedules. Those schedules provide employers with the information they need
to record their share of the pension liability in their financial statements, in accordance with AICPA
requirements. Auditors previously issued an opinion on the System’s pension liability allocation schedules
for fiscal year 2015. The System published our audit opinion along with the pension liability allocation
schedules, on its Web site at https://www.trs.texas.gov/Pages/re gasb 67 68.aspx.

Other Issues

Auditors communicated certain issues that were not material or significant to the audit objectives
separately in writing to the System’s management.

As required by auditing standards, we will also communicate to the System’s Board of Trustees certain
matters related to the conduct of this financial statement audit.

We appreciate the System’s cooperation during this audit. If you have any questions, please contact
Michael O. Clayton, Audit Manager, or me at (512) 936-9500.

Sincerely,

Lisa R. Collier, CPA, CFE, CIDA
First Assistant State Auditor

Attachment

cc: The Honorable Greg Abbott, Governor

Members of the Teacher Retirement System Board of Trustees
Mr. R. David Kelly, Chairman
Ms. Dolores Ramirez, Vice Chair
Ms. T. Karen Charleston
Mr. Joe Colonnetta
Mr. David Corpus
Mr. John Elliott
Dr. Greg Gibson
Mr. Christopher Moss
Ms. Anita Smith Palmer

Mr. Brian Guthrie, Executive Director, Teacher Retirement System


http://trs.texas.gov/
https://www.trs.texas.gov/Pages/re_gasb_67_68.aspx

This document is not copyrighted. Readers may make additional copies of this report as needed. In
addition, most State Auditor’s Office reports may be downloaded from our Web site:
www.sao.state. tx.us.

In compliance with the Americans with Disabilities Act, this document may also be requested in
alternative formats. To do so, contact our report request line at (512) 936-9500 (Voice), (512) 936-9400
(FAX), 1-800-RELAY-TX (TDD), or visit the Robert E. Johnson Building, 1501 North Congress Avenue, Suite
4.224, Austin, Texas 78701.

The State Auditor’s Office is an equal opportunity employer and does not discriminate on the basis of
race, color, religion, sex, national origin, age, or disability in employment or in the provision of services,
programs, or activities.

To report waste, fraud, or abuse in state government call the SAO Hotline: 1-800-TX-AUDIT.



Attachment

Section 1

List of Employers Selected for Census Data Testing

Table 1 lists the 89 employers for which auditors tested the accuracy of census
data to determine whether that data was materially complete and accurate to
support the Teacher Retirement System’s plan’s financial statement amounts.?

Table 1

List of Employers Selected for Census Data Testing

for Fiscal Year 2016

= Alice Independent School District

= Anna Independent School District

= Beeville Independent School District

= Breckenridge Independent School District

= Brooks County Independent School District

= Calhoun County Independent School District

= Carrizo Springs Consolidated Independent School District
= Carrollton Farmers Branch Independent School District
= Center Independent School District

= China Spring Independent School District

= Cleburne Independent School District

= Clyde Independent School District

= Collin County Community College

= Connally Consolidated Independent School District
= Cotulla Independent School District

= Crane Independent School District

= Dallas Independent School District

= DeSoto Independent School District

= Denison Independent School District

= Duncanville Independent School District

= El Paso Independent School District

= Flour Bluff Independent School District

= Forney Independent School District

= Fort Worth Independent School District

1 Auditors followed the American Institute of Certified Public Accountants’ sampling guide methodology and selected a
representative population of employees from each employer selected for testing.
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List of Employers Selected for Census Data Testing

for Fiscal Year 2016

= Fredericksburg Independent School District
= Frisco Independent School District

= Great Hearts Academy - San Antonio

= Gregory-Portland Independent School District
= Hamshire Fannett Independent School District
= Hereford Independent School District

= High Point Academy

= Houston Independent School District

= [tasca Independent School District

= Jacksonville Independent School District

= Katy Independent School District

= Kingsville Independent School District

= KIPP Austin College Prep

= KIPP Inc. Charter School

= La Vega Independent School District

= Liberty-Eylau Independent School District
= Little EIm Independent School District

= Lone Star College System

= |Lovejoy Independent School District

= Magnolia Independent School District

= Mansfield Independent School District

= Mesquite Independent School District

= Midway Independent School District

= Mount Pleasant Independent School District
= Nederland Independent School District

= New Caney Independent School District

= North Central Texas College

= Palestine Independent School District

= Pampa Independent School District

= Pasadena Independent School District

= Ponder Independent School District

= Por Vida Academy

= Port Arthur Independent School District

= Prosper Independent School District

= Ralls Independent School District

= Region 4 Education Service Center

= Rockdale Independent School District

= Roosevelt Independent School District
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List of Employers Selected for Census Data Testing

for Fiscal Year 2016

= Socorro Independent School District

= Southwest Preparatory School

= Sweetwater Independent School District

= Taft Independent School District

= Texas A&M AgriLife Research and Extension Center

= The Rhodes School

= The University of Texas M.D. Anderson Cancer Center
= The University of Texas at Austin

= The University of Texas Southwestern Medical Center
= Trinity Valley Junior College

= The University of Texas at Tyler

= The University of Texas Health Science Center at Houston
= Van Independent School District

= Vernon Consolidated Independent School District

= Victoria Independent School District

= Waller Independent School District

= Weatherford Independent School District

= West Oso Independent School District

= Whitney Independent School District

= Willis Independent School District

= Wills Point Independent School District

= Wimberley Independent School District

= Windham School District

= Wylie Independent School District

= Ysleta Independent School District

= Zapata County Independent School District

= Zavalla Independent School District
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Section 2

Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters as Required by Auditing Standards
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