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CALDWELL, COREN & COMPANY, LTD.

CERTIFIED PUBLIC ACCOUNTANTS

8170 CASS AVENUE
DARIEN, ILLINOIS 60561
630/960-2135

Independent Auditor’s Report

Board of Directors
Northwestern University Settlement Association

We have audited the accompanying balance sheet of Northwestern University
Settlement Association as of June 30, 2009, and the related statements of
activities, functional expenses and cash flows for the year then ended. These
financial statements are the responsibility of the Association’s management. Our
responsibility is to express an opinion on these financial statements based on our
audit. The prior year summarized information has been derived from the _
Association’s 2008 financial statements and, in our report dated October 9, 2008, we -
expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Northwestern University Settlement
Association as of June 30, 2009, and the changes in its net assets and its cash
‘flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.



The financial statements include certain prior-year summarized comparative
information in total but not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity with accounting
principles generally accepted in the United States of America. Accordingly, such
information should be read in conjunction with the Association's financial
statements for the year ended June 30, 2008, from which the summarized information

was derived.

Caldwell, Coren & Company, L.

Darien, [llinois
September 16, 2009
. ¥



CURRENT ASSETS

Northwestern University Settlement Association

BALANCE SHEETS
June 30,

ASSETS

Cash and cash equivalents
Accounts receivable (note A)

Programs
Interest

Employees

" Prepaid expenses

Total current assets

INVESTMENTS (notes A, B, C, F and H)

PROPERTY AND EQUIPMENT (notes A and D)

Augusta building
Noble building
Camp bui ldings

Building improvements

Equipment

Less accumulated depreciation

Land

OTHER ASSETS
Deposits

Deferred compensation (notes C and J)

2009
$ 786,029

233, 751
2,080
8,172

244,003

’ 36, 068

1,066, 100

3,457,997

109, 845
432, 398
422, 561

6, 941, 693
531, 926
8,438, 423
3,013, 026
5, 425, 397
85,677

5 511,074

68, 879
__107, 692
16,571

1
—

2008

~§ 353,909

161, 862
6, 416
8, 263

176, 541

58, 744

589, 194

4,203, 380

109, 845
432, 398
422, 561
6,877,318
513, 423
8, 355, 545
2, 7190, 236
5, 565, 309
85,671

b, 650, 986

116, 623
116, 623




Northwestern University Settlement Association

BALANCE SHEETS — CONTINUED
June 30,

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Current maturities of long-term debt (note F)
Accounts payable — trade
Accrued liabilities
Payrol |
Other

Total current liabilities

LONG-TERM LIABILITIES
Deferred compensation (note J)
Long-term debt, net of current maturities (note F)

COMMITMENTS (note G)

NET ASSETS (note H)
Unrestricted
Undesignated
Board designated

Temporarily restricted
Permanently restricted

The accompanying notes are an integral part of these statements.
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2009 2008
4,167 380, 286
349, 070 14,432
183, 794 149, 887

20, 407 -
204, 201 149, 8871
557, 438 604, 605
116, 692 125, 623
- 4,167
116, 692 129, 790
5, 322, 543 5,416, 228
3, 233, 529 3, 930, 739
8, 556, 072 9, 346, 967
108, 098 129, 2271
273, 442 349, 594
9,537, 612 9,825, /88
$10, 211,742 $10, 560, 183
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Northwestern University Settlement Association
STATEMENTS OF CASH FLOWS

Years ended June 30,

2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in net assets $ (288,176)  $(392,180)

Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation 222, 790 218, 992
Deferred compensation 9, 000 9, 000
Dividends restricted for reinvestment (3, 384) 4,111)
Loss (gain) on sale of investments . 291, 539 (227,501)
Unrealized loss on investments ' 403, 881 659, 296
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (67, 462) 175, 002
Increase in prepaid expenses and deposits (46, 203) (4, 038)
Increase (decrease) in accounts payable 274, 638 (6, 359)
Increase in accrued liabilities 54,314 23, 205
Total adjustments 1,139, 113 843, 426
Net cash provided by operating activities 850, 937 451, 246
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease in investments 53, 347 97, 049
Additions to land, buildings and equipment (82, 878) (45, 213)
Net cash (used in) provided by
investing activities (29, 531) 51, 836
CASH FLOWS USED IN FINANGING ACTIVITIES
Payments on long-term debt (380, 286) (238, 641)
Funding of deferred compensation agreement (9,000) (7,666)
Net cash used in financing activities (389, 286) (246, 307)
Net increase in cash and cash equivalents 432,120 256, 775
Cash and cash equivalents at beginning of year 353, 909 97,134
Cash and cash equivalents at end of year $ 786,029 $ 353,909

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for:
Interest $20,618 $41, 608

The accompanying notes are an integral part of these statements.
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Northwestern University Settlement Association
NOTES TO FINANGCIAL STATEMENTS
June 30, 2009 and 2008

NOTE A - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. A summary of the Association s s:gnlflcant accounting
policies consistently applied in the preparation of the accompanylng financial
‘statements and a description of its business follows.

Business
Northwestern University Settlement Association is a not-for—profit corporation
which was formed to purchase, erect, establish and maintain in the City of Chicago

and State of Illingis, one or more sqcial settlements, houses and places of
amusement, entertainment or instruction.

Financial Statement Presentation

The financial statements include certain prior-year summarized comparative
information in total but not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity with generally accepted
accounting principles. Accordingly, such information should be read in conjunction
with the Association's financial statements for the year ended June 30, 2008, from
which the summarized information was derived.

Combination Policy — Related Entities

The accompanying financial statements include the accounts of the Association
and four of it's auxiliary boards, all of which are related entities to the
Association. Intercompany transactions and balances have been efiminated in the

combination.

Pledges Receivable

Pledges receivable are all due within one to five years. The Association
considers pledges receivable to be fully collectible; accordingly, no allowance for
doubtful receivables is required. If amounts become uncollectible, they will be
charged to net assets when that determination is made.

Investments and Investment Income

Investments are recorded at market value. Unrealized and realized gains or
losses are credited or charged to income. Investment income is recorded on the
accrual basis of accounting, net of investment expense.

11



Northwestern University Settlement Association
NOTES TO FINANCIAL STATEMENTS - GONTINUED
June 30, 2009 and 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Property and Equipment

Property and equipment are recorded at cost. The original settlement house
building, acquired in 1901 or prior, is recorded at no cost. The three lots, on
which the original settlement house building lies, are owned by Northwestern
University, which holds such lots in perpetual trust for the benefit of the
Association so long as they are used for the purposes of a social settlement. The
Association’s beneficial interest in such lots is recordéd at no cost. Expenditures
for renewals and betterments, which extend the |ife of such assets, are capitalized.
Normal maintenance and repairs are charged to operations as incurred.

Depreciation and Amortization

Depreciation charged to operations is computed using the straight-Iine method
over the estimated useful lives of the assets.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the company considers all highly
liquid debt instruments of three months or less to be cash equivalents.

Donated Materials and Services

Donated materials and equipment are recorded as contributions in the financial
statements at their fair market value on the date of receipt. No amounts have been
reflected in the statements for donated services inasmuch as no objective basis is
available to measure the value of such services.

Income Taxes
The Association is a nonprofit organization and is not subject to income taxes.
NOTE B — INVESTMENTS

The Association’s investments are carried at market value and consisted of the
following at June 30, 2009 and 2008:

2009 2008
Market Cost Market Cost
Corporate stocks $ 631,889 § 745409 § 408,869 §$ 421, 341
Shares in pooled investments 2,472,204 2,897, 802 2,500,925 2,625,884
United States Government
Securities 248,137 241,792 543, 880 535, 341
Money market funds 105, 767 105, 767 749, 706 749, 706

$3, 457,997 §$3,990,770  $4, 203,380 $4, 332, 272

12



Northwestern University Settlement Association
NOTES TO FINANCIAL STATEMENTS - CGONTINUED
June 30, 2009 and 2008

NOTE C - FAIR VALUE MEASUREMENTS

In September 2006, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standard No. 157, Fair Value Measurements (SFAS No.157). SFAS
No. 157 defines fair value, establishes a framework for measuring fair value and
expands disclosures about fair value measurements.

The Association adopted SFAS No. 157 as of July 1, 2008, which among other
‘things, requires enhanced disclosures about investments that are measured and
reported at fair value. SFAS No. 157 establishes a fair value hierarchy which
prioritizes and ranks the level of market price observability used in measuring
investments at fair value. Market price observability is impacted by a number of
factors, including the type of investment, the characteristics specific to the
investment and the state of the marketplace (including the existence and
transparency of transactions between the market participants). Investments with
readily available active quoted prices or for which fair value can be measured from
actively quoted prices generally will have a higher degree of market price
observability and a lesser degree of judgment used in measuring fair value.

Investments measured and reported at fair value are classified and disclosed in
one of the following categories.

Level I - Quoted prices are available in active markets for identical investments as
of the reporting date. The types of investments included in Level [ include listed
securities.

Level Il - Pricing inputs are observable for the investments, either directly or
indirectly, as of the reporting date, but are not the same as those used in Level I.
Fair value is determined through the use of models or other valuation methodologies.

Level 111 - Pricing inputs are unobservable for the investment and include
situations where there is little, if any, market activity for the investment. The
inputs into the determination of fair value require significant management judgment
or estimation. Investments included in this category generally include shares in
private companies.

In certain cases, the inputs used to measure the fair value may fall into
different levels of the fair value hierarchy. In such cases, the determination of
which category within the fair value hierarchy is appropriate for any given
investment is based on the lowest level of input that is significant to the fair
value measurement. The Associations’s assessment of the significance of a
particular input to the fair value measurement in its entirety requires judgment and
considers factors specific to the investment. The valuation of the Association’s
investments by the above SFAS No. 157 fair value hierarchy levels as of June 30,
2009 are all Level I.

13



Northwestern University Settlement Association
NOTES TO FINANGIAL STATEMENTS - CONTINUED
June 30, 2009 and 2008

NOTE D - DEPRECIATION

Depreciation of property and equipment is provided on a straight-line basis
over the estimated useful lives of the assets in the following amounts:

Estimated

2009 2008 Life — Years

Augusta and Noble buildings §$ 13,727 § 13,7217 . 31.5-40.0
Camp buildings 8,238 8,238 20.0-40.0
Building improvements 182, 246 180, 286 10.0-40.0
Equipment 18,579 16, 741 5.0-10.0

$222,790  $218,992

NOTE E - PROFIT SHARING PLAN

The Association maintains a qualified profit sharing plan in which
substantially all employees are eligible to participate. Under the plan, an
employee may elect to defer a portion of compensation each year instead of receiving
that amount in cash. Employer contributions, which are discretionary as determined
by the Board of Directors, amounted to 5.0% of eligible compensation for the years
ended June 30, 2009 and 2008. Contributions to the plan charged to operations were
$77,570 and $75,203 for the years ended June 30, 2009 and 2008, respectively.

NOTE F - LONG-TERM DEBT
Long-term debt consists of the following at June 30, 2009 and 2008:

2009 2008

Term note $ 4,167 § 54,167
Revolving line of credit - 330, 286
4 167 384, 453

Less current maturities 4,167 380, 286
$§ - $ 4,167

The term note is payable in monthly principal instaliments of $4, 167 plus
interest at the prime rate, final payment due July 2009. The revolving line of
credit (maximum of $1,250,000) is due March 31, 2010. Interest is payable monthly
at the prime rate. Both notes are collateralized by investment securities and all
assets of the Association. In addition, the Association has also agreed to certain
covenants requiring minimum amounts of cash and securities. The prime rate at June
30, 2009 and 2008 was 3.25% and 5.00%, respectively.

Interest expense for the years ended June 30, 2009 and 2008 was $20, 618 and
$38, 601, respectively.

14



Northwestern University Settiement Association
NOTES TO FINANGCIAL STATEMENTS — CONTINUED
June 30, 2009 and 2008

NOTE G — COMMITMENTS

The Association has contracted with the Noble Network of Charter Schools
to provide school building space through June 2021, with options to renew through
June 2041. In the normal course of business it is expected that this lease will be
renewed or replaced by a similar lease.

Future minimum payments to be received under this agreement for the years
~ending June 30, are as follows: .

Year ending
June 30, Amount

2010 $ 219,657
2011 225, 433
2012 231, 325
2013 2317, 335
2014 243, 464
Thereafter 11,825,128

$12, 982, 342

The Association leases computer, office and transportation equipment under
operating leases expiring at various dates through February 2013. In August of
2009, the Association has entered into an agreement to lease school facilities for
the Rowe Elementary School expiring in July 2010. The lease agreement requires the
Association to pay a fixed rent plus its share of maintenance expenses. Minimum
annual payments under these leases for the years ending June 30 are as follows:

Year ending
June 30, Amount
2010 $139, 276
2011 17, 678
2012 8,086
2013 1, 800

$166, 840

Equipment rent expense amounted to $24, 115 and $20, 191 for the years ended
June 30, 2009 and 2008, respectively.

15



Northwestern University Settlement Association
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 2009 and 2008

NOTE H - ﬁg?EﬁggéggED BOARD DESIGNATED, TEMPORARILY AND PERMANENTLY RESTRICTED

Certain amounts of unrestricted net assets have been designated by the board of
directors and consist of the following at June 30, 2009 and 2008:

2009 2008
Operating, maintenance and equipment fund $ 300,000 §$ 300,000
Auxiliary boards 851, 715 676, 160
Endowment fund 2,381,814 2.954 579

$3,233,529  $3,930, 739

The auxiliary board net assets are controlled by the individual auxiliary
boards and are maintained for the exclusive benefit of the Association. Any fund
raising activities or contributions by the auxiliary boards that do not exclusively
support the Association must be approved by the Association’s board of directors.
The endowment fund net assets have been designated by the Association’s board of
directors for long-term investment.

Temporarily restricted net assets carry restrictions that expire upon the
passage of a prescribed period or upon the occurrence of a stated event as specified
by the donor. Donor-restricted contributions that are received and expended in the
same year are classified as unrestricted. Temporarily restricted net assets consist
of the following at June 30, 2009 and 2008:

2009 2008
Capital additions $ - $ 7,969
Food and other programs 26, 098 12, 661
Rowe Elementary School - Exelon Corporation 682, 000 108, 597

$708, 09 $129, 227

Permanently restricted net assets of $273,442 in 2009 and $349,594 in 2008
consist of investments held as a beneficial interest in perpetuity at The Chicago
Community Foundation, the income from which is expendable to support the arts
programs.

NOTE I — CONDITIONAL PROMISE TO GIVE

As of June 30, 2009 the Association is the beneficiary of a conditional promise
of $1,500, 000, payable in equal installments through May 2013. The installments
will be received upon the successful opening and operation of the Rowe Elementary
School. The conditions include specific goals for enrollment, attendance and
student achievement.

16



Northwestern University Settlement Association
NOTES TO FINANCIAL STATEMENTS — GONTINUED
June 30, 2009 and 2008

NOTE J - DEFERRED COMPENSATION

The Association has a deferred compensation agreement with the president of the
Association. The agreement provides that annual amounts, as determined by the Board
of Directors, be accrued for the benefit of the president. Amounts so accrued are
vested ratably over 10 years and are payable to the president on July 2013 or upon
death, disability or termination other than voluntary termination or termination for
cause. Deferred compensation expense charged to operatlons amounted to $9, 000 for
‘the years ended June 30, 2009 and 2008.

The Association has established investment accounts, the proceeds of which are
intended to be used toward satisfying this obligation. These investments are
carried at market value and consisted of the following as of June 30, 2009 and 2008.

2009 2008
Money market funds $ 17,795 $ 1,410
Fixed income mutual funds 30, 922 32,310
Equity mutual funds 98,975 82, 903

$107, 692 $116, 623

NOTE K — RECONCILIATION OF INTERNAL FINANCIAL STATEMENTS

The Association uses the fund accounting method in preparing their internal
financial statements. This method records revenue that is designated for the next
fiscal year as deferred rather than as temporarily restricted assets. The following
reconciles the internal financial statements to the June 30, 2009 and 2008 financial

statements.

2009 2008

Deficit of revenues over expenses per

the internal financial statements $(867,047) $(518, 691)
Temporarily restricted operating assets at

the end of the prior year (129, 227) (2,716)
Temporarily restricted operating assets at

the end of the current year 708, 098 129, 221
Deficit of revenues over expenses $(288,176)  $(392, 180)
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