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INFORMATION ITEM: PROSPECTIVE EXPENDITURE OF $100,000 OR MORE – 
CONTRACTORS FOR EL CENTRO DIGITAL SIGN PROJECT 

Project overview: 
El Centro is one of the University’s four instructional locations in the Chicago area. Founded in 
the 1960s, it evolved into a comprehensive center serving students and the community. El 
Centro offers for students an array of academic course offerings, recruitment and admissions 
programs, and academic and co-curricular programs, and offers outreach initiatives for the 
neighboring community. 

Students can attend classes at El Centro during the day, evenings, and weekends. Students 
can take courses in the general education program, or work on obtaining their bachelor’s degree 
on a flexible schedule in one of the following majors: Computer Science, Justice Studies, Social 
Work, or Special Education. 

El Centro activities were relocated from leased space in the fall semester 2014 upon expiration 
of the lease, to a new facility planned and constructed by the University. The architecture award 
winning and LEED (Leadership in Energy and Environmental Design) Certified El Centro 
building is located at 3390 North Avondale Avenue, accessed from Kimball Avenue between 
Belmont Avenue and Addison Street. This new location is highly visible, adjacent to the 
westbound lanes of the Kennedy Expressway (I-90 / I-94 West). 

Project scope: 
With the support of the Board, the University wants to take advantage of this highly visible 
location and utilize it to market the University including El Centro, by installing a digital sign to 
post general marketing messages about the University and timely messages about specific 
deadlines or special events.  

It would do so by installing a tall pole sign, perhaps 50-60 feet tall, topped by a large 2-sided 
LED text messaging board. The latter would need to be perhaps 5-10 feet tall and 20-25 feet 
wide in order to usefully display messages easily read by those in passing vehicles.  

City codes were revised a couple of years ago to no longer allow new digital signs with video, 
scrolling text, or flashing text within 600 feet of the expressway, and the University’s property 
containing the El Centro location is less than 600 feet in width from the expressway. The codes 
do allow what is called a “changing image sign” and that is what the University plans. 

A sign adjacent to the Kennedy Expressway is said to garner one million impressions weekly. 
Renting a standard static or LED billboard in a prime location adjacent to the Expressway would 
cost the University about $25,000 for four weeks and about $325,000 for a full year. Relatively 
speaking, this sign will pay for itself in a year or two. 

Prospective expenses: 
The University wishes to know if the Board supports engaging in contracts for project planning, 
construction, and installation, altogether not to exceed $500,000 for project implementation. 
Project expenses would include design, fabrication, installation, electrical service and hookup at 
the site, wired or wireless data and control connectivity, and site preparation and landscaping at 
the determined location. 
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The University has received approval from Alderman Rosa who represents the district within 
which El Centro is located, and has taken the appropriate preliminary steps in the City sign 
permitting process. 

State of Illinois procurement regulations do not permit using a design-build process, whereby 
one vendor provides both services. 

A design contractor for the sign is expected to cost less than $100,000, thus allowing the 
University to use an informal Request for Proposal (RFP) process for design, versus the more 
extensive Qualifications Based Selection (QBS) process. That contract by itself does not require 
Board approval, but the University does not wish to spend funds on design unless the Board 
has already approved the overall estimated expense for construction and installation as well. 

The sign construction and installation contractor(s) is / are expected to cost $300,000 to 
$400,000 and would therefore require use of competitive bidding processes. Preliminary 
estimates have been received in the past few years varying from $275,000 to $295,000. The 
final price would of course depend upon the specifications created during the design process.  

Funding for the project would come from the State / income fund (general operations), and / or 
Strategic Planning Development Fund, and / or financial reserves. 

Given the prospective variability in the total final expense, the University wishes to know if the 
Board would support spending up to a total of $500,000 on all expenses associated with this 
sign project. If there is general expressed support in the Finance Committee, then the University 
will bring an action item to the Board at the June meeting. 
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INFORMATION ITEM: EXTERNAL AUDIT SUMMARY OF FISCAL YEAR 2017 

The Fiscal Year 2017 (FY2017) External Audits conducted by the firm of E.C. Ortiz & Co, LLP, 
on behalf of the State of Illinois Auditor General have concluded.  The Financial Audit was 
released on 3/13/2018, with the Compliance Examination and Single Audit released on 
3/29/2018.  Copies of these reports were sent to the Chairman of the NEIU Board of Trustees. 

The digests relative to these audits along with the complete audits can be found at: 
http://www.auditor.illinois.gov/Audit-Reports/NORTHEASTERN-ILLINOIS-UNIVERSITY.asp. 

The attached Summary details the number of material findings for NEIU for FY2017 and 
FY2016 along with the types of opinions stated by the audit firm and a comparison to all other 
Illinois State Universities.  Management is responsible for ensuring and maintaining effective 
internal controls.  

To assist in interpreting the data, definitions of the key terms are indicated below.  Complete 
definitions may vary somewhat for each specific report, but contain the basic same “core” 
content. 

Financial Statement Audit Report 

 Federal 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

Unmodified Opinion:  The financial statements of NEIU as of and for the year ending June 30, 
2017 are fairly stated in all material respects. 

Compliance Audit Reports: 

 Internal Control over Compliance and on Supplementary Information for State
Compliance Purposes

 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

 Report on Compliance for each Major Federal Program, on Internal Control over
Compliance and on the Schedule of Expenditures of Federal Awards required by the
Uniform Guidance

Unmodified Opinion:  University complied, in all material respects, with compliance 
requirements listed within the reports. However, the results of the procedures performed 
disclosed instances of noncompliance with the requirements established by the Audit Guide 
adopted by the State Auditor General. 

The actual report findings for all audits are listed within the Schedule of Findings and 
Questioned Costs within the Compliance Audit (page 3). 

http://www.auditor.illinois.gov/Audit-Reports/NORTHEASTERN-ILLINOIS-UNIVERSITY.asp
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Key Definitions/Terms: 
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, noncompliance with the requirements 
listed in the report on a timely basis. 

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 requirement listed in the report will not be prevented, or detected 
and corrected, on a timely basis. 

Significant Deficiency is Internal Control over Compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with 
governance. 

Audit Guide:  Audit Guide for Financial Audits and Compliance Attestation Engagements of 
Illinois State Agencies maintained by the State Auditor General’s Office. 

Generally Accepted Accounting Principles (GAAP): a collection of commonly-followed 
accounting rules and standards for financial reporting. 

Government Auditing Standards (GAS):  Auditing standards generally accepted in the United 
States of America, issued by the Comptroller General of the United States. 

Office of the State Auditor General (OAG): Auditor General is a constitutional officer of the State 
of Illinois charged with auditing public funds of the State and reporting findings and 
recommendations to the General Assembly.  This includes compliance with both State and 
Federal regulations. Additional information can be found at: 
http://www.auditor.illinois.gov/About/description.asp. 

Special Assistance Auditors:  Firms contracted by the OAG to perform audits on behalf of the 
State Auditor General’s Office. 

http://www.auditor.illinois.gov/About/description.asp
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Northeastern Illinois University 

FY2017 FY2016 

Total 18 17 

Repeated 10 10 
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Implemented 7 4 

Unmodified Opinion - Financial Statements prepared in accordance with GAAP 

No Material Weaknesses Identified Relative to Internal Controls over Financial Reporting 

No Material Weaknesses Identified Relative to Internal Controls over Major Federal Programs 

Significant Deficiencies were identified relative to Financial Reporting and to Major Federal Programs 

The full reports can be found at: 

http://www.auditor.illinois.gov/Audit-Reports/NORTHEASTERN-ILLINOIS-UNIVERSITY.asp 
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INFORMATION ITEM: UNIVERSITY FINANCIAL RESERVES AND CASH ON HAND 

Introduction 
The University’s “unrestricted net assets”, as presented in the Statement of Net Position in the 
combined financial statements following the annual fiscal year audit, are commonly referred to 
as the University’s financial reserves. These are accumulated financial resources that are 
accounted for separately, and reserved for non-operating expenses, i.e. expenses outside of the 
general operations budget, and for non-recurring expenses that are mostly but not exclusively 
capital expenses related to facilities and equipment. 

The University’s cash on hand is the amount of accessible cash that the University has available 
to spend. Projected cash on hand is the amount that will be available after payment of expenses 
due. 

The University’s financial reserves and cash on hand represent fund amounts that are figured 
differently, and which are useful for different purposes. The level of financial reserves is very 
useful in determining the near-term and long-term financial health of the University. The level of 
cash on hand is very helpful in determining the ability of the University to immediately address a 
major shortfall of incoming revenue, such as the lack of a State budgetary appropriation. 

Why maintain financial reserves? 
Financial reserves must be maintained for a variety of reasons, including: 

 To meet the expressed financial ratios required by the University’s accrediting body, the
Higher Learning Commission (HLC);

 To maintain and improve the University’s bond / credit ratings from Moody’s, and Standard &
Poors;

 To protect the University’s finances from tardy and unpredictable disbursements of State
appropriations representing about 40% of the University’s revenues, as demonstrated by the
University’s success in weathering the State’s 2015-2017 financial impasse;

 To ensure adequate resources to make payroll and pay bondholders at those times of any
year when appropriations and tuition revenues are not forthcoming;

 To strengthen and demonstrate the overall ongoing financial health of the University;

 To expand and improve facilities to better the University’s competitive position; and

 To maintain, repair, and renew facilities to offset declines in State capital funding.

Appropriate uses of reserves include spending on non-recurring expenses that will position the 
University for growth or expansion, or to meet critical short-term needs. 

While the University fell back upon financial reserves during the State financial impasse and the 
appropriation shortfall of $26 million in FY2016, using reserves repeatedly to balance operating 
budgets will result in structural operating balances that are increasingly difficult to correct over 
time. Using reserves methodically to cover operating losses would negatively impact our 
accreditation with the HLC, would lower our rating with credit reporting agencies, are counter to 
the University’s budgetary commitment to the Board of Trustees, and if intentional are contrary 
to State law. In cases of financial emergencies, whether due to another financial impasse, a 
facilities disaster, or a weather disaster, a lack of reserves could require sudden, drastic, and 
unmanageable budget cuts in a weak budgetary environment and thus threaten the operations 
and future of the University. 
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What is the appropriate level of reserves? 
The HLC calculates a Composite Financial Index (CFI) score to determine a university’s 
financial health. Following their reaccreditation process in 2017, HLC required that the 
University provide financial health updates every six months via a reporting of CFI score data. 
One component of the CFI is based upon a university’s unrestricted net assets, and itself 
represents 35% of the overall CFI score. This component of the University’s CFI score declined 
from .87 at the end of FY2014 to .24 at the end of FY2017, contributing to an overall CFI score 
decline from 2.37 to -.34 during that time. While the CFI score has a number of working pieces, 
financial reserves of about $40 million are required for the University to maintain a positive CFI 
score, given other operational parameters that cannot be easily impacted by the University. 

The National Association of College and University Business Officers (NACUBO) recommends 
a level of reserves equal to five months of general operating expenses. The University’s FY2018 
monthly operating expenses have been about $7 million per month, so an appropriate level of 
reserves would be at least $35 million, according to NACUBO. 

Bond and credit rating agencies take historical State funding cuts into account, and expect that 
financial reserves will be utilized to offset such cuts. In 2012, Moody’s noted that the University 
was in a weak position to weather State funding cuts, at a time when the University’s reserves 
were $45 million. Both Moody’s and Standard & Poors account for financial reserves when they 
assess the University’s financial situation. Moody’s downgraded the University in 2017 and 
referred in part to the decline in financial reserves. Standard & Poors downgraded the University 
in 2016 but said the downgrade was mitigated by the University’s unrestricted net assets on 
June 30 of the prior fiscal year. 

In summary, there is not one number that strictly indicates the level of financial reserves or 
unrestricted net assets that should be maintained by the University, but we can summarize 
altogether the recommendations of the HLC, NACUBO, and credit ratings agencies as 
indicating the need to have reserves in the range of $35-$45 million to maintain the financial 
security and viability of the University. 

What is the historical level of reserves? 
As noted in the table below, the University’s financial reserves first increased and then 
decreased substantially during the past decade. The HLC, summarizing its 2007 accreditation 
review of the University, indicated the need to build financial reserves. During the following 
years of increasing enrollment revenue, the University held expenses down and was able in a 
five year period to build its financial reserves to about $45 million by the end of FY2012. 

(report con’t. on the next page) 
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The reserves peaked in FY2013 at almost $66 million. Included in that total was $28.5 million in 
Certificates of Participation (COPs) financing for construction of the El Centro instructional 
location, funding which immediately went to financial reserves but was then directed toward the 
expenses for design and construction of that architectural award winning building during the 
next two fiscal years. 

Then, during the subsequent five fiscal years, the University has made investments totaling 
about $30 million to expand and improve facilities to better the University’s competitive position, 
including about $1.4 million for construction and equipment for the expansion of the Pedroso 
Center for Diversity and Intercultural Affairs, about $8.2 million for properties on Bryn Mawr 
Avenue for construction of a residence hall, $3.5 million for the University’s required up front 
contribution toward construction of The Nest residence hall, and about $16.7 million for property 
and moveable equipment such as technology, furniture, and lab equipment at the El Centro 
location. 

The amount of financial reserves that the University has at the end of FY2018 is not fully 
determinate at this point, and will in the end be formalized in the Statement of Net Position in 
the combined financial statements following completion of the FY2018 financial audit. However, 
it is estimated to be about $29 million, still short of the level required, $35-$45 million to maintain 
the financial security and viability of the University. At the same time, the University will continue 
to face substantial financial investments related to the Education Building project once the 
construction is funded by the State. 
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Cash on hand calculation 
During the State of Illinois budgetary impasse and the combined delay and shortfall of the 
University’s State appropriation, the University’s calculation of current and projected cash on 
hand was critical to understand how long the University would be able to remain open without 
State funding, relying solely upon tuition and related revenues. 

To review, the University’s initial FY2015 appropriation was about $37.75 million, but was 
amended by the Legislature and Governor via a 2.25% rescission to become about $36.9 
million. In FY2016, without a State budgetary appropriation, the University was provided only 
about $10.7 million in funding via what has come to be called “Stopgap I”. This was a shortfall of 
about $26 million in funding that was never recovered, never provided by the State, and 
recognizable in the table above via the change in financial reserves from FY2015 to FY2016. 

In early FY2017, the University was provided about $19.6 million in funding via “Stopgap II”, but 
was not provided additional funding during FY2017. This was a shortfall of about $18 million in 
that fiscal year, and recognizable in the table above via the lesser change in financial reserves 
from FY2016 to FY2017, that lesser change demonstrating the University’s drastic cutting of 
expenses during the fiscal year. 

In early FY2018, the Legislature overrode the Governor’s veto to provide a belated 
appropriation of about $17.4 million for FY2017, as well as an appropriation of $33.2 million for 
FY2018. The Illinois Office of the Comptroller adjudged that the belated FY2017 appropriation, 
because it was approved after the beginning of FY2018, must be accounted as revenue in 
FY2018.  

During the two-year financial impasse of FY2016-FY2017, the University received about $44 
million less than expected from the State. There were also substantial delays in the State’s 
provision of student Monetary Award Program (MAP) grant funding during that period.  

Along with other Illinois public universities, the University was deeply concerned about its ability 
to remain open and serve its students, and conducted a regular review of cash on hand to fully 
understand the accessible cash available to spend after payment of current expenses due. 
Projecting forward to the predictable non-appropriation revenues and the expenses that would 
come due in the near future, the University was able to estimate how long it would be able to 
remain open without a State appropriation. 

The University’s cash on hand falls into three general categories for purposes of easy analysis 
and presentation. The major category is the cash within budgeted and grant funds, including the 
State / income fund – the fund for State appropriation and tuition income (hence “State / income 
fund”). A second category is non-budgeted cash funds. And a third category is indentured funds 
set aside as required for debt payment purposes, and which would be utilized for other 
purposes only at the risk of violating debt covenants and bond agreements. 

Unfortunately, given the recent history of financial impasse and the unpredictable political 
climate in an election year, the University will again rely upon a regular review of cash on hand 
to discover the extent of its ability to remain open in FY2019 should there be no appropriation 
prior to July 1. 
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While the cash on hand amounts are fluid because of the unscheduled nature of incoming 
revenues and the unpredictable nature of many expense categories, the University believes it 
will have about $56 million in cash on hand at the end of FY2018, including about $47 million 
within budgeted and grant funds, about $6 million in non-budgeted cash funds, and about $3 
million in indentured funds. 
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INFORMATION ITEM: SUCCESSION PLAN FOR THE VICE PRESIDENT FOR 
FINANCE AND ADMINISTRATION / UNIVERSITY TREASURER 

The President will present a report to the Finance Committee. 


