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Scptember 30, 2005

t'-. C. Orliz & Co., LLP
333 S. Des Plaines St.  Surte 2-r-
Chicago, Illinois 6066 I

Ladics and (icntlcmcn:

We are responsiblc fbr the identihcation of, and compliancc u,ith, all aspects of lal,s,
rcgulatlons, contracls, or grant agreements that could havc a matcrial cll'cct on the operations of tlie
Noflheastem lllinois Unn'ersity [:oundalion (Foundation). We are responsible for ancl rve have
cstablished and maintaincd zrn cffective system of. intemal controls over conrpliancc rcquircments. Wc
havc perlomred an el'aluation ofthe Foundation's compliancc rvith thc lollor.ving assertions during the
t*'o-ycar pcnotl ended June 30, 2005. Bascd on this evaluation, \\'e asscrt that dunng the ycars cndcd
June 30. 2005 and JLrnc 30, 2004, the For"rndation has matcrially complied rvith the asscrtions belo*,.

Thc Foundation has cbiigated, cxpentled. receir,ed
purpose lor rvlrich such funds have been appropriatcd

The Foundation has obligatcd, cxpendecl, received
limitations, restrictions, conditions or mandatory
obligation. cxpcnditurc. receipt or use.

and uscd funds in accordance ri, ith the
or othcnvise authorized by lau,

and uscd funds in
dircctions imposed

accordancc l' ith any
by larv qron such

C. lhe Foundation lras cornplicd, in all nraterial respccts, u,ith applicable larvs and rcgulations,
including thc Statc unilbrm accounting systcnt. ir.r its financial and fiscal opcrations.

D, 'l'he rcvcnucs and receipts collected by thc Foundation are in accordancc rvith applicablc larvs
and rcgulations and the accounting and recordkeeping of such rcvcnues and reccipts is fair,
accuratc ancl in accordance rvith larv.

E. The tnoncy or ncgotiable securities or similar assets handled by thc Foundation or held in
tmst by the Foundation havc been properly and lcgally administered, and tlrc accounting and
rccordkeeping relating thcrcto is proper, accurate antl in accorclance with lau,.

Yours vcry truly,

Northeastern I llinois University Foundation

-ts-t--
Tcrry M. Budh
Exccutivc Director
Marketing arrd Communications



State of Illinois
Northeastern Illinois Universitv Foundation

COMPLIANCE REPORT

SUMMARY

The compliance testing performed during this examination was conducted in
accordance with Government Auditins Standards and in accordance with the Illinois State
Auditing Act.

AUDITORS' REPORTS

The Independent Accountants' Report on State Compliance, on Internal Control Over
Compliance and on Supplementary lnformation for State Compliance Purposes does not
contain scope limitations, disclaimers, or other significant non-standard language.

SUMMARY OF FINDINGS

Number of
Findings
Repeated findings
Prior recommendations implemented

or not repeated

This Report
0
0

0

Prior Report
0
0

I

Details of findings are presented in a separately tabbed report section.

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

Item No. Page Description

FINDINGS (STATE COMPLIANCE)

None

PRIOR FINDINGS NOT REPEATED (STATE COMPLIANCE)

Exit Conference

The Foundation waived having an exit conference in a letter dated November 2, 2005, flom
the Foundation's Executive Director, Marketing and Communications, Terry Bush.

None
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INDEPENDENT AC]COUNTANTS' REPORT ON STATE CO NI PI, I  AN*C E.
ON INl'ERNAL CONTROL O\TER CON,IPLIANCE. AND ON

SUPPLENIENTARY INFORN'IATION FOR STATE CONIPI, IANCI'  PURPOSES

I lonorable Wil l iam C. Hol land
Auditor Gcncral
State of  l l l inors

Compl iance

As Special Assistant Auditors for the Auditor Ceneral, u'e hale cxarnincd Noflhcastcrn
lllinois Unir,crsity Foundation (Foundation )'s cornpliancc lvith the requircurcnts listcd
belorl', as nrore lirlly described in the Audit Guide lbr Financial Audits and Compliance
Attestation Engagements of Illinois State Agencies (Audit Guide) as adopted by the Auditor
General, during the two years ended June 30, 2005. The managemcnt ofthc Foundation is
rcsponsiblc for compliancc u'ith tliesc requircmcnts. Our responsibility is to express an
opinion on the Foundation's compliance bascd on our examination.

A. Thc Foundation has obligatcd, cxpcndcd, rcccivcd, and uscd funds in accordancc rvith
thc purposc lbr which such lunds havc bccn appropriatcd or othcnvisc authorizcd by
lau' .

B. Thc Foundation has obligatcd, expencled, receivcd, antl uscd funds in accorclancc u'ith
any limitations, rcstrictious, conditions or rnandatory directions imposed by larv upon
s r rc l r  uh l i g r t i r rn .  c rpcnc l i t r r [ c -  r cce ip l  u r  l l sc .

C. Thc Foundat ion has cor lpl icd,  in al l  matel ia l  respects.  rv i th appJicable lau's and
regulat ions, including thc Statc uni form account ing systenr,  in i ts f inancial  and f iscal
operations.

D.

E ,

The revenues and receipts collected by the Foundation are in accordamce rvith
applicable larvs and rcgulations and thc accounting and recordkeeping of such
revenues and receipts is fair, accuratc and in accordance .,vith law.

Moncy or negotiablc sccuritics or similar asscts handlcd by thc Foundation or hcld in
trust by the Foundation have been properly and legally administered and the
accounting and recordkeeping relating thereto is proper, accuratc, and in accordancc
rvith law.

Our examination was conducted in accordance with attestatior.r standards established by the
Amcrican Lrstitutc of Ccrtificd Public Accountants; the standards applicable to attestation
engagements contairLed in Got,ernntent Audiling Stunrlurtl.s issued by the Comptroller
Gcncral of the United States; the lllinois State Auditing Act (Act); and the Audit Guide as
adopted by the Auditor General pursuant to thc Act; and, accordingJy, included examining,
on a test basis, evidence about the Foundation s compliancc u,ith thosc requirements and



pcrforming such other procedures as we considered necessary in the circumstances. We
believe that our examination provides a reasonable basis lor our opinion. Our examination
docs not provide a legal determination on the Foundation's compliance with specified
requirements.

In our opinion, the Foundation complied, in all material respects, with the aforementioned
requirements during the two years ended June 30, 2005. The results ofour procedures
disclosed no instances ofnoncompliance with those requirements, which are required to be
repofied in accordance with criteria established by the Audit Guide, issued by the Illinois
Offrce of the Auditor General.

Internal Control

The management of the Foundation is responsible for establishing and maintaining effective
intemal control over compliance with the requirements of laws and regulations. In planning
and performing our examination, we considered the Foundation's intemal control over
compliance with the aforementioned requirements in order to determine our examination
procedurcs for the purpose ofexpressing our opinion on compliance and to test and repofi on
intemal control over compliance in accordance with the Audit Guide, issued by the Illinois
Off,ice of the Auditor General.

Our consideration of internal control over compliance with the aforementioned requirements
would not necessarily disclose all matters in intemal control that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or
more intemal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws and regulations that would be material
in relation to one or more of the aforementioned requirements being examined may occur and
not be detected within a timely period by employees in the normal course of perlorming therr
assigned functions. We noted no matters involving intemal control over compliance that we
consider to be matcrial weaknesses.

As required by the Audit Guide, immaterial findings relating to intemal control deficiencies
excluded lrom this reporl have been reported in a separate letter to your office.

Supplementarv Information for State Compliance Purposes

As Special Assistant Auditors for the Auditor General, we have audited the financial
statements of the business-t1pe activities of Northeastem Illinois University Foundation
(Foundation), a component unit ofNortheastem Illinois University and the State oflllinois,
as ofand for the year ended June 30, 2005, which comprise the Foundation's basic financial
statements, and have issued our report thereon dated September 30, 2005. The accompanying
supplementary information, as listed in the table ofcontents as Supplementary Information
for State Compliance Purposes, is presented lor purposcs ofadditional analysis and is not a
required part ofthe basic financial statements ofthe Foundation. The 2005 Supplementary
Information for State Compliance Purposes, except for that portion marked "unaudited" on



whrch we express no opinion, has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements for the year ended June 30, 2005, taken
as a whole. We have also previously audited, in accordance with auditing standards generally
accepted in the United States, the Foundation's basic financial statements for the year ended
June 30, 2004. Irl our report dated September 20, 2004, we expressed an unqualifred opinion on
those statements. ln our opinion, the 2004 Supplementary Information for State Compliar.rce
Purposcs, except for the portion marked "unaudited" is Iairly stated in all material respects in
relation to the basic financial statements lor the year ended June 30,2004, taken as a whole.
The financial statements ofthe Foundation as ofJune 30, 2003 were audited by other
independent auditors whosc report dated October 6, 2003 expressed an unqualified opinion
on those statements.

This report is intended solely for the information and use ofthe Auditor General, the General
Assembly, the Legislative Audit Commission, the Govemor, and Foundation's management,
and is not intended to be and should not be used by anyone other than these specified parties.

f r'. erro t (, ti/2
Scptcmbcr 30, 2005
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INDEPENDEN..T AUDITOI{S'  REPORT ON INTERNAL CONTROI, OVER
FINANCIAL REPORTING AND ON CONTPI, IANCE AND OTHER N{ATTERS

BASED ON AN AUDIT OF FINANCIAL S.I.A.I.T]1\II]NI.S PERFORNIED Ii*
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

llonorablc \Vi l l iam G. Hol land
Auditor Gcncral
State o1' l l l inois

As Spccial Assistant Auditors lbr the ALrdilor General, u'e havc auditcd thc basic financial
slaler ents of the busincss{ypc activitics ofNortheastenr Illinois University Foundation
(Foundation) as ofand for the year ended June 30, 2005, and halc issucd our rcport thereon
datcd Scptcnrbcr 10, 2005. Wc conducted our audit in accordance rvith auditing standards
gener-all1' accepted in thc United Statcs of America and the standards applicable to financial
aLrdits contairred rn (iovernnertt tlutliting Stunlurtl.s, issued by the C-'omptroller General of
rhe United States.

lntenral  Control  Over Financial  Repof i inq

In planning and perfomring our audit, we considered the Foundation's intcrnal control or.er
financial reporling in order to determine our auditing procedures lor the purpose of
erpressing our opinion on the financial statcmcnts and not to providc an opinion on the
intcmal control over llnancial reporting. Our consideralion of the intemal control ovcr
financial reporling rvould nol :recessarily disclosc all mattcrs in thc intcmal control over
financial reporting thal night be material rveakncsscs. A nratcrial u'cakncss is a reportable
contlition in rvhich the design or operation of one or more oithe intemal control compor.rcllts
docs not rcduce to a relatively lox'level the risk rhal misslalements causcd by crror or fraud
in anrounts that rvould be material in rclation to the financial stzrtements being audited nray
occur and not be detcctcd rvithin a timcly pcrrod by cmployees in the nonnal course of
performing their assigncd functions. We noted no matters involving the intemal control over
financial reporting and its opcration that rve consider to be material rveaknesses. Hou,ever,
rve noted cenain inlmatcrial instanccs of intcrnal cor.rtrol deficiencies, whicl.r rve have repofied to
nanagcr.r.rcnt of the Foundation in a separate letter dated September 30, 2005.

(  o r r  rp  l i a r cc  a r r t l  ( ) t l r c r ' \ 4a r t c rs

As paft ofobtaining reasonable assurance about q4rether tl.re Foundation's financial
statements are free of material misstatement, we perfonned tests of its compliance rvith
ceflain provisions of larvs, regulations, contracts, and grant agreements, noncompliance rvith
rvhich could har"e a direct and material eff'ect on the detemrinalion ol'Iinancial statement
amounts. Horvever, providing an opinion on conrpliance rvith thosc provisions was not zrn
objective ofour audit, and accordrngly, lve do not erpress such an opinion. The results o1-
our tests disclosed no inslances o f noncourpliance or other matters that are required to be
repo(ed llndcr C ot, e r n n e n t A utl i t i n g St u ndu n ls.

. l



This report is intended solely for the information and use ofthe Auditor General, the General
Assembly, the Legislative Audit Commission, the Govemor, and Foundation's management,
and is not intended to be and should not be used bv anvone other than these specified parties.

Q  r  t 1 n 1  j l , t t p
September 30. 2005



State of Illinois
Northeastern Illinois Universitv Foundation

Current Findings
For the two years ended June 30, 2005

There were no current findines.

1 0



State of lllinois
Northeastern lllinois Universitv Foundation

Prior Findings Not Repeated
For the tw,o years ended June 30, 2005

There were no prior findings.

1 l



State of Il l inois
Northeastern lllinois University Foundation
For the two yeurs ended June 30, 2005

SUPPLEMENTARY INFORMATION FOR STATE COMPLIANCE PURPOSES

SUMMARY

Supplementary Information for State Compliance Purposes presented in this section
of the repon includes the fol lou ing:

o Fiscal Schedules and Analysis:

Analysis of Significant Variations in Expenses
Analysis of Significant Variations in Revenues
Analysis of Significant Account Balances

o Ar.ralysis of Operations:

Foundation Functions and Planning Program
Average Number of Employees (Unaudited)

'l'he 
auditors' repofi that covers the Supplementary Information for State Compliance

Purposes presented in the Compliance Report Section states that it has been subjected to the
auditing procedures applied in the audit ofthe basic financial statements and, in thc auditors'
opinion. except for that portion marked "unaudited," on which they express no opinion, it rs
fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

1 2



State of Illinois
Northeastern Il l inois Universitv Foundation

Analysis of Significant Variations in Expenses
For the two lears ended Jwte 30, 2005

A comparative analysis ofexpenses in provided belorv:

2005
Personal service costs, facility use and

other costs provided by NEIU
Fundraising
Grants and awards
Institutional support

Scholarship and fellowship

Total Expenses

20032004

$ 65,902
65,03 8
20,885

180,432
89,610

$ 67,507
65,408
29,163

1.30,626
73,871.

$ 67,507
80,508
24,006

1 1 6 , 1 1 1
77,3r7

$365,449$42 r ,867 $366,575

Explanations of significant variations are as follows:

Fundraising - The Board of Directors allocated $75,000 in fiscal year 2003 and this fund
was used as seed money for formal fundraising efforts and a more aggrcssive annual fund
campaign. The fundraising eflorts produced results in fiscal years 2004 and 2005
requiring less fundraising expenses.

Institutional suppofi - Institutional support increased in fiscal years 2005 and 2004 due
mainly to increase in equipment purchases and special cvents expenses.

Scholarship and fellowship - Scholarship and fellowship expenses increased in fiscal
year 2005 due to increased awarding ofendowed scholarships and a larger numbcr of
scholarshios orovided bv the annual fund.

l 3



State of Illinois
Northeastern Illinois Universitv Foundation

Analysis of  Signi f icant  Var iat ions in Revenues
For the firo r-ears ended June 30, 2005

A comparative analysis ofrevenues in provided below:

200320042005
Contributions

lnvestment income

RoyaJty income
Personai service costs, facility use and

other costs provided by NEIU
(iarn on sale of charitable remainder

rust asset

Othcr revenues

Additions to permanent endowments

Total Revenues

$ 338,642
184.329

65,902

142,421

12,685

453,265

$t ,197 ,244

s  2 5 l , 5 l l
170,265
75.000

61 ,507

17,228

_  2 l , 216

$602,727

$  188 ,873

70.868
75.000

61 ,s01

20 .019

93.693

s5  15 ,960

Explanations of significant variations are as follows:

Contributions Contributions increased primarily as a result of more aggressive fund
campaign soliciting gifts from NEIU alumni, friends, faculty, and staff.

Investment income Increase in investment income lor fiscal year 2005 and 2004 was
mainly due to the full implementation of the Foundation's investment policy in 2004. The
Foundation strives to diversify investments among both equity and fixed income
securities to provide a balance that will enhance total retum avoiding undue risk
concentration in any single asset class or investment category.

Royalty income - The final payment for the guarantecd royalty lor use of mailing lists of
alumni was received in fiscal vear 2004.

Gain on sale of charitable remainder trust asset The condominium unit received by the
Foundation under a charitable rcmainder trust was sold on October 29.2004 for $560.000
resulting in a net gain of $142,421 .

Additions to pennanent endowments - Additions to pemanent endowments increascd in
fiscal year 2005 was due mainly to the receipt ofan endowment challenge grant from the
U.S. Deparlment of Education that matched gifts to the Foundation endowment. A total
of $288,683 in matching funds was received by the Foundation. A similar endowment
challenge grant of$56,819 was received in fiscal year 2003 and none was received in
fiscal year 2004.

l +



State of Illinois
Northeastern Illinois Universitv Foundation

Analysis of Significant Account Balances
For lhe two years ended June 30, 2005

Schedule of Cash and lnvestments

'fhc 
Foundation's cash and invcstments consist ofthe followins as ofJune 30. 2005 and

2004:

Account tlpe
Checking
Money Markct
U.S. Treasury Notes
Mutual Funds
Trust Account

2005 2004
$ 1,00s $ 194

225,723 345,027
154,257 l59 ,e  l5

3, I  08,584 |,636,07 .
-  t q 5 , 8 8 .

s 3,489,569 $ 2,337,088

The Foundation's checking account and money market accounts are held in accounts at thc
Albany Bank and Trust Company, N.A., Chicago, lllinois and TCF National Bank, Franklin
Park, Illinois. The U.S. Treasury Notes are held by Focused lnvestments, Chicago, Illinois.
The Foundation's mutual funds are invested in the Vanguard Balanced Index Fund and held by
the Vanguard Group, Philadelphia, PA. The Foundation's trust account is with First Union
National Bank, Philadelphia, PA.

Charitable Remainder Trust

During the year ended June 30, 1998, the Foundation received a $375,000 condominium
subject to a life estate to the donor. The donor retained the right to live in the condominium
until his death. During such time, the donor remained responsible for all related expenses. On
October 29, 2004, thc property was sold for $560,000, resulting in a net gain of 5142,421 .

1 5



State of Illinois
Northeastern Illinois Universitv Foundation

Analysis of Operations

Foundation Functions and Planning Program
For lhe tu'o years endetl June 30, 2005

The Foundation is located at 5500 North St. Louis Avenue, Chicago, Illinois, and is undcr thc
direction of Terry M. Bush, Executive Director of Marketing and Communications.

Organization and Philosonhy
The Foundation was chartered in 1969 as an independent, charitable and noffor-profit
corporation under the laws ofthe State oflllinois. Its primary purpose is to assist in the
development ofNortheastem Illinois University (University) through gifts given expressly
lor use by the University in pursuing its educational programs.

The business affairs of the Foundation are managed by a Board ofDirectors, which is
comprised of representatives from corporate and prolessional constituencies.

Management PlanningPro gram
The Foundation has a long-range plan for fundraising activities, as discussed in the next
paragraph, authorized by the Foundation's Board of Directors.

Programs of the Foundation
It is the purpose of the Foundation to provide support to University programs where State
funding is either unavailable or insufficient. Toward this end, an alumni and fiiends annual
drive and various special events and departmental programs are conducted. Other gifts raised
by the annual drive and/or through individual donations are eamrarked by donors for supporl
of various programs, departments or where the need is geatest.

Various constituencies and friends ofthe University have made donations to the Foundation
for the establishment of scholarships and in support ofprojects. Funds for endowments for
appropriate University purposes are also sought, as well as gifts-in-kind for approved
Unrversity programs.

Auditors' Assessment
A lormal planning process exists at the Foundation. This process has been designed and
imolemented to meet the needs of the Foundation.

l 6



State of Ill inois
Northeastern I l l inois Universi tv Foundat ion

Analysis of Operations

Average Number of Emplo"vees (Unaudited)
For the ltto years endetl .Jtne 30, 2005

There rvere no employces ol the Foundation for the two years ended June 30, 2005. T'hc
rvcighted average number of fulltime cquivalent university cmployees assigncd to the
Iioundation was 1.30 for the years cnded June 30, 2005 and 200'1.

t 7


