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The Audit Committee of the Board of Trustees
Morehouse School of Medicine and Affiliate

In planning and performing our audit of the consolidated financial statements of Morehouse School of
Medicine and Affiliate (the School) as of and for the year ended June 30, 2009, in accordance with auditing
standards generally accepted in the United States, we considered its internal control over financial reporting
(internal control) as a basis for designing our auditing assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or 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 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.

During our audit procedures, we noted the following control deficiencies (as described above) and have
provided recommendations:

Alternative investments

We noted that during the current fiscal year, the School entered into certain passive investments in hedge
funds, private equity funds, real estate funds, and commodities funds all of which do not have “readily
available market values.” We noted that because of the unique nature of many of these types of
investments, they often present challenges for both management and the auditors of the investor entities.
Many of these funds utilize complex investment strategies using underlying financial instruments, and the
complete details of the underlying investments are often not readily available to the investor. In addition,
many of these funds have a December 31 year-end, so there can be a large time lag between the date of the
fund’s audited financial statements

ciated with the School’s investments as well as to avoid potential

in the School’s internal control structure in future years:

» management’s controls over the process to determine the fair value of the investment;
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Financial reporting

During the current fiscal year, we noted that th e School’s Office of Institutional Advancement
(Advancement) and Finance Office cont ribution records are not properly re conciled on a regular basis. This
can result in material discrepancies between the am ounts being reported by Ad vancement and the Finance
Office. As a result, we recommend that the records between Advance and the Finance Office be reconciled
at least quarterly. Any differences should be followed- up on and investigated in order to determine proper
recording in the general ledger.

Management response

The School has implemented procedures that reconcile s and documents the records of the advancement and
financial office on a quarterly basis.
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This communication is intended solely for the inform ation and use of management and the Audit Committee
of the Board of Trustees and is no t intended to be and should not be used by anyone other than these
specified parties.

We would be pleased to discuss the above matters or to respond to any question s, at your convenience

February 8, 2010
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