
2006 Financial Audit Report and 2007 Investigative Audit Report Released Since Last Meeting 
By the North Carolina Office of the State Auditor: 
 
 
1. East Carolina University: – (Investigative Audit):  Two Audit Findings 

 
Report URL: 
http://www.ncauditor.net/EpsWeb/Edsreportdetail.asp?RepNum=INV-2007-0322 
 
See attachment 
 

 
2. Elizabeth City State University: – (Financial Audit):  One Audit Finding 
 

Report URL: 
http://www.ncauditor.net/EpsWeb/Edsreportdetail.asp?RepNum=FIN-2006-6086 
 
 

Matters Related to Financial Reporting or Federal Compliance Objectives  
 
The following audit findings were identified during the current audit and describe a condition 
that represents a significant deficiency in internal control and/or noncompliance with laws, 
regulations, contracts, grant agreements or other matters.  
 
1. NONCOMPLIANCE WITH BOND COVENANTS 
 

The University has not complied with certain reporting covenants for the Elizabeth City 
State University Housing Foundation Series A bonds.  As a result, the bond trustee could 
require immediate payment of the debt, though only from its dormitory system net 
revenues.  
 
The “Use Agreement” between the University and Elizabeth City State University 
Housing Foundation, LLC requires the University to operate foundation-owned 
apartments.  Under the agreement, the University must file certain reports, including an 
annual audited financial report as to the obligations and activities of its dormitory system 
and the foundation-owned apartments and an audited calculation demonstrating 
compliance with covenants as to rates, fees, charges and debt service coverage.  The audit 
report would have been first required for fiscal 2004-05, but has never been submitted for 
any year. 
 
Recommendation:  The University should ensure that required reports are completed 
and submitted in accordance with bond covenants. 
 
University's Response:  The University agrees with the recommendation and has an 
arrangement with the Office of the State Auditor to perform the required audit annually.  
The audit will be based on agreed upon procedures approved by the bond insurance 
company.  This recommendation will be implemented immediately. 
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