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Summary Report of Associated Entities

Attachment 1

Campus

Findings

Corrective Actions

Elizabeth City State University:

National Alumni Association of Elizabeth
City State University

(1) Cash receipts were inadequate to ensure or
determine a complete deposit of all receipts

(2) Cash disbursement process did not ensure
that funds were expended solely for NAA
purposes and in a manner that ensures
compliance with regulatory reporting
requirements

(3) Accounting functions were not performed by
persons familiar with generally accepted
accounting principles

(1) An audit committee of the board of
directors has been appointed and
delegated the ongoing responsiblities of fiscal
policy development, which revised and
adopted cash receipts and cash disbursement
policies

(2) Cease use of debit card for routine purchases
and replaced it with a low limit credit card,
which is subject to monthly reconciliation

(3) Seeking recovery of all indentified questioned
costs from the responsibility party

(4) All accounting will be performed by persons
trained in GAAP

(5) The accountant will provide quarterly financial
reports to the Audit Committee
- Monthly bank reconciliations will be prepared
by staff and independently reviewed by the
Chairman of the Alumni Board of Directors

North Carolina A & T State University:
NCA&T Alumni Association, Inc.

See attachment 2.

See attachment 2.

NCA&T National Aggie Club, Inc.

See attachment 2.

See attachment 2.

North Carolina Central University:

North Carolina Central University Educational
Advancement Foundation, Inc. (“"Eagle Club")

(1) Vouchers were paid without proper
authorization.

(2) Pre-numbered vouchers in a sequential order
were not used

(3) Lack of proper documentation to support all
expenditures prior to payment

(4) Lack of proper documentation to support all
receipts.

Per NCCu Eagle Club Foundation members,
these issues have been corrected or in the
process of being corrected

North Carolina State University:
N.C. Textile Foundation, Inc.

(1) Journal entries prepared by the outsourced
accountant were not being reviewed or
approved by management

Responses of corrective actions have
not been submitted yet

The University of North Carolina at Chapel Hill:
Carolina for Kibera, Inc.

(1) The lack of segregation of duties of the
disbursement of funds

(2) Approval and cancellation of invoices - no
policy requiring documentation

(3) Formal expense reimbursement policy -
does not exist

(4) Procedures surrounding approval and
payment of grants - should be improved

(5) Sales tax refunds for amounts paid - forms
should be filed

Per the CFK Board of Directors,
procedures have been revised

Law Alumni Association of UNC, Inc. and UNC
Law Foundation, Inc.

(1) Associated Entity is in the process of
providing information on any audit findings

Responses of corrective actions have
not been submitted yet

The Dental Foundation of North Carolina, Inc.

(1) Reconciliations-Investments, pledges and
cash
accounts were not properly or timely
reconciled due to the Foundation was without

a permanet, full-time bookkeeper at the end of
EY 200A and heninnina af EY 2007

Responses of corrective actions have
not been submitted yet

The Medical Foundation of North Carolina,
Inc.

(1) The lack of segregation of duties of the
disbursement of funds

Per the Auditor, the management is
currently revising its procedures

The University of North Carolina at Chapel Hill
School of Education Foundation, Inc.

(1) Monitoriing of Restricted Funds and Approval
of
Invoices - no methodology existed for tracking
(2) Approval of Invoices - several invoices were
not approved by Foundation staff and
supporting documents were not properly
reviewed,
(3) Accounting Policies and Procedures - no formal
documentation
(4) Investment Policy - a formal Investment policy
to
enhance the use of available cash to be

Per the memo from the School of
Educaiton procedures have been adopted

The University of North Carolina at Chapel Hill
School of Nursing Foundation, Inc.

(1) (i.e. gift transmittal reports should be reconciled to
the UNC Development reports

(Per the memo from the School of Nursing,
corrective action to change business procedures
has been taken)

The School of Social Work Foundation, Inc.

(1) Supporting documentation for several University
generated expenses three (3) were not included in
the Foundation Files.

(The Foundation was later able to locate the three (3)
missing invoices and they were provided to the Auditor
before the audit was completed)
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James E. Avent, Jr_ Attachment 1
Certified Public Accountant
Execcutive Square Office Suites
Cnf—ﬁ;r of M. Church and Cone Blvd,
:2722 N. Church St., Suite P

Office Phone 336 621-0279 " “Greenshoro, NC 27405 Home Phone 336 288-74808
Mailing address: ) Member af:
P. 0. Box 14892 ) American Institute of Certified Public Accouniants

barn, HC 27413 : Morh Carolina Associati f i i
S °  INDEPENDENT AUDITOR'S REPORT ON INTRENAL:COMIBOL. Cggcoumants

AND INTERMNAL CONTREOLS National Association of Black Accountants

Mr. James Pender, President

North Carolina A & T State University

BRggie Club, Incorporated

( A Non-Profit Organization )

Greensboro, NC 27406

Violation Of Policy Document-North Carclina A & T State
University Aggie Club, Incorporated Constitution Newly
Revised and Adopted

I noted that the Club has a newly revised and adopted
Congstitution ratified by the membership on April 23, 2003;
however, I could not find evidence during the audit that the
following items required by the Constitution were completed
by the Club and the Minutes lack specific documentation of
the action taken: .

- Documentation in the minutes of receipt and review of
the Quarterly report(s) of each chapter’s financial
transactions, including assessments and memberships
submitted to Club. It was noted that statements had
been made by wvarious Executive Board members during
meetings and subsequently documented in the minutes
concerning the importance of timely submission,
recelipt and review of each chapter’s financial
transactions, including assessments and memberships
submitted to Club.

I recommend that the Club immediately ensure that all
policies and procedures that are adopted by the Club are in
compliance with those governing documents. I further
recommend that the Club consider appointing the members of
the "revised" Constitution committee to a "Compliance
Committee" to effectively monitor the Constitution. This is a
repeat comment from the year ending June 30, 2005 audit.

Aocounting Manual _

The Organization has not adopted or approved in the Minutes
a formal accounting manual documenting the procedures for
fiscal operations during the fiscal year ending June 30,
2006. It is noted that the organization did develop
comprehensive written finance policies and procedures to
supplement those found in the Constitution which serve as a
good foundation to the development of an adeguate formal
accounting manual, however, these policies and procedures
are in "draft" form. A written accounting manual is
neceggary to ensure that transacticons are treated in a
standardized manner and that proper internal controls exist
in the accounting system. Should a Executive Board member,
management, employee or financial consultant of the

club have questions as to the proper handling of a
transaction in accordance with Executive Committee and
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James E. Avent, Jr. Attachment 1
Certified Public Accountant
i Executive Square Office Suites
Cufﬁgr of M. Church and Cone Blvd.
2722 M. Church St., Suite P

Office Phone 336 621-0279 = “Greensboro, NC 27405 Home Phone 336 188-T508
Mailing address: : : " Member of:
B O Box 14392 ) American Institue of C:mﬁed Pubhc A::nun::ms

Greensboro, MC 27413

INDEPENDENT AUDITOR’'S REPORT ON INTERNAT i LNIROL ik

’ AND INTERNAL CONTROLS National Association of Black Accountants
Mr. James Pender, President
North £Larolina A & T State University
Rggie Club, Incorporated
( A Non-Profit Organization )
Greensboro, NC 27406
Accounting Manual (CONTINUED)
management’s authorization, such information is available in
writing. I recommend that operating guidelines for fiscal
activities be prepared including a description of each
fiscal procedure, such as invoice paying, receipting of
funds and depositing of cash, payroll procedures,
description of each general ledger account and its use,
financial accounting standard(s) selected and employed by
the Club for accounting and financial reporting, etc. The
recommendation that the accounting manual in. "draft" form be
adopted and approved by the organization as appropriate was
.and is a repeat comment from the year end June 30, 2005
audit; however, it is noted that the Club adopted and
approved an accounting manual at a meeting on December 9,
2008,

Monitoring Of Operating Budget

I noted that the Club management did prepare, but not adopt
or approve in the Minutes, an operating budget for the year
ending June 30, 2006; however, I could find evidence during
the audit that actual results of operations were reviewed
against the budget, although the year ending June 30, 2006
budget was not adopted or -approved in the Minutes of the
organization until a meeting on December 9, 2006. The
operating budget is the primary tool that the non-profit
organization Has available to it to establish, exercise and
maintain fiscal discipline. I recommend that the management
of the organization continue to closely monitor and adopt
the budget in comparison with actual results, investigate
and analyze significant operating budget wvariances with
actual results and take appropriate corrective action as
circumstances dictate. This is a repeat comment frDm the
year ending June 30, 2005 audit.

Lack Of Policy and Procedures With Respect To Extensions Of
Credit and Certain Fundraising Activities

I noted that the Greensboro, NC Club management devised a
plan to construct a single family home as a fundraising
project. The plan to construct the home regquired an
extension of credit from a financial institution. The
National organization chose to become involved in the
project, without benefit of (1) obtaining a corporate
resolution from the National organization authorizing the
extension of credit and approval of the project, (2)
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Attachment 1
James E. Avent, Jr.
Certified Public Accountant
Execurive Squars Office Suites
Cormer of N. Church and Cone Blvd,
-2722 N. Church St., Suite P

Office Phone 336 621-0279 * “Greensboro, NC 27405 Home Phone 336 2887608
Mailing address: : Member of:
P, 0. Box 14892 5 American Insmmr. of Centified Public Accountants

Greenshoro, NC 27415 olin aedatio ; i
: INDEPENDENT AUDITOR’S REPORT ON INT e ORI o St Piligcountants

AND INTERNAL CONTREOLS Naional Asmcr.almn of Black Accountants

Mr. James Pender, President
North -Carolina A & T State University
Aggie Club, Incorporated
( A Non-Profit Organization )
Greensboro, NC 27406
Lack Of Policy and Procedures With Respect To Extensions Of
Credit and Certain Fundraising Activities (CONTINUED)
perscnal guarantees from certain members of the organization
with respect to the extension of credit in the event the
home did not sell prior to the loan due date or if the home
sold for less that the extension of credit amount, (3)
National organization officers signing the extension of
credit and (4) financial transactions unrecorded on the
books of account of the organization and handled by members
other than the National Financial Secretary and Treasurer,
(5) the organizations’ assessment, knowledge and disposition
of any potential conflicts of interest among key members of
the project. I recommend that the Club management devise
written policies and procedures that specify what action is
to be taken when the club has a need to secure an extension
of credit from a financial institution with emphasis on
persons authorized to complete the transaction, prepare and
adopt a conflict of interest and fundraising policy, and
complete the "draft" accounting manual and subsequently
adopt the accounting manual which was adopted on December 9,
2006, to preclude repetition of the problems encountered
during this audit and standardize the approach to
fundraising and credit procurement in the future. This is a
repeat comment from the year ending June 30, 2005 audit as
the Club.
Misrepresentation Of Facts To School Administration and
Auditor
On June 23, 2006, the President of the Club, Mr. Jim Pender,
in.a written representation to Chancellor Dr. Lloyd V.
Hackley, confirmed that the Club had amended its
Constitution and Bylaws and formulate an operating agreement
between the Club and the University to conform with the UNC
Folicy Manual 600.2.5.2 [R] which was adopted by the Board
Of Governors on November 16, 2005, when in fact the Club had
not approved or adopted the documents sent to Chancellor
Hackley on June 23, 2006 until its December 9, 2006 meeting.
The President of the Club has and continues to indicate to
the auditor that the Club was in compliance with all laws
and regulations, while the Club was not in compliance the
memorandum of understanding issued by UNC Board of Governors.
I recommend .that the Club activate its lawful Board oOf
Directors granted it by the NC Secretary Of State Chapter
55A of the North Carolina General Statutes, to ensure proper
supervision, adequate oversight and compliance of all
Management personnel with all laws and regulations.
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James E. Avent, jr. Attachment 1

Certified Public Accountant
Ex::ulwn: Square Office Suites
Cumer of M. Church and Cone Blvd.
ﬂ?ﬂ M. Church St., Suite P

Offics Phone 336 6210279 “Greensboro, NC 27405 Home Phone 336 2887508
Mailing address: ; : " Member of:

P 0. Box 14892 “ American Institute of Certified Publu: Acl:u:um:m[s

Greensboro, MC 27415 0 ALE0
; INDEPENDENT AUDITOR’'S REPORT ON TNTEﬁﬂL__““,m," =
AND INTERNAL CONTEOLS Natonal Association of Black Accuum:mls
Mr. James Pender, FPresident
North £aroclina A & T State University
Aggie Club,- Incorporated
{ A Non-Profit Organization )
Greensboro, NC 27406

Violation Of The Operating Agreement Between North Carolina
A&T Aggie Club, Inc. And North Carolina Agricultural and
Technical State University

The Club did ncot adopt this agreement until a meeting held
on December 9, 2006 although it was required by the UNC
Board 0f Governors to have the agreement in place on or
before July 1, 2008. The UNC Board Of Governors had
adopted/issued the regqulations on November 16, 2005.

Relationship Between Aggie Club and N.C. A&T State
University

Appointment Of Chancellor’s Designees To qule Club Board
Qf Directors

The Club has not appointed any of the Chancellor’s
designee(s) to its Board Of Directors Board Of Directors
granted it by the NC Secretary Of State Chapter 554 of the
North Carolina General Statutes as required by the
agreement.

Audit Committee

The Club has not formed or ma*ntalned an Audit Committee as
required by the agreement. The audit committee is to receive
and review the annual audit of the Aggie Club and relevant
annual tax forms to be submitted by the Aggie Club and is
not to consist of any N.C. A&T State University employees.

Collaboration With N.C. A&T State Office Of Development and
University Relations

The Club agreed to coordinate the Office Of Development
And University Relations regarding its funding goals,
programs and campaigns; however, the Club has not
coordinated this effort as the Club Management does not
have, has not made an effort and has not developed any
written funding goals, programs and campaigns.

Retention and Destruction Of Documents Policy
The Club agreed that it would establish and maintain a
policy governing retention and destruction of documents
including electronic files and also said policy would

. prohibit destruction of documents if an investigation into
wrongdoing or litigation is anticipated or underway. A
retention and destructipn@f documents policy does not
exist. : -2 1=




James E. Avent, Jr. Attachment 1
Certified Public Accountant
Executive Square Office Suites
Cormer of N. Church and Cone Blvd,
-2722 N. Church St., Suite P

Office Phone 336 621-0279 “ “Greenshoro, NC 27405 Home Phone 336 188-7508
Mailing address: : g ) " Member of:
P. Q. Box 14592 ’ Amenican Institute of Certified Public Accountants
horn, HC 274135 - o Maah olina Associatio i Bed :
Db > INDEPENDENT AUDITOR'S REPORT ON INT P FE NS frcountants

Mr. James Pender, President

North Carcolina & &.T State University
Agglo Club, Ingorporatod

( A Non-Profit Organization )
Greensboro, NC 27406

Violation Of The Operating Agreement Between North Carcolina
A&T Aggie Club, Inc. And North Caroelina Agricultural and
Technical State University (CONTINUED)

Felaticnship Between Aggie Club and N.C. A&T State
University (CONTINUED)

Administration Of Funds

The Club is required by the agreement to administer its
funds and make distributions to NC A&T State University in
accordance with policy and procedure established by the
Club. No policy and procedure existed until the The Club
adopted an accounting manual on December 9, 2006 after
several years of negative management comments by its auditor
and subsegquent to the year end June 30, 2006 audit date.

The Club is also reguired by the agreement to operate using
sound fiscal and business principles and ensure that a sound
internal control structure is2 in place. During the course of
the audit it was noted that a number of indiwviduals that
held key positions resigned and several key positions
remalined unfilled and specifically due to one resignation,
President -or CEOQO, Mr. Jim Pender of the Club was serving
also as Chief Financial Officer of the Club, a direct
violation of UNC Policy 600.2.5.2([R].

The Club prepared an operating budget for year ending June
30, 2006 but not a capital budget for the same period as

" required. Nevertheless the operating budget for year ending
June 30, 2006 was not adopted by the Club until December 9,
2006, rendering all financial transactions during the fiscal
year end June 30, 2006 unauthorized by the Club.

Whistle Blower Protection
The Club is required to have a confidential and anonymous
mechanism to encourage individuals to report any
inappropriateness within the Club’s financial management and
must prohibit retaliation against any individual for
reporting problems. The Club has not established such a
mechanism and in addition, the Management of the Club called
the ethics of the auditor and others into gquestion for audit
inquiry about variocus financial matters to various members
and past officers of the Club when those members and past
officers of the Club spoke to the auditor or school
administrators about operational and financial management
130f23 -22- )




James E. Avent, Jr.
Certified Public Accountant ARG
¢ Executive Square Office Suites
Cosaer of N. Church and Cone Blvd,
-2722 N. Church 5t., Suite P

Office Phone 336 621-027% = "Greenshoro, NC 27405 Home Phone 336 288-7508

Mailing address:
F, . Box 14852
Greensboro, NC 27415

" Member al:
American Tnstitute of Certified Public Aceouniants

Narth .
INDEPENDENT AUDITOR’S REPORT ON INTERNfborh N B s Gl RO fecountants

AND INTERNAL CONTEOLS National Association of Black Accountants
Mr. James Pender, President
North @arolina A &.T State University
Agqgie Club,  Incorporated
( A Non-Profit Organization )
Greensbhoro, NC 274086
Viclation Of The Operating Agreement Between North Carolina
A&T Aggie Club, Inc. And North Carolina Agricultural and
Technical State University (CONTINUED)

Relationship Between Aggie Club and N.C. A&T State

University (CONTINUED)

Whistle Blower Protection (CONTINUED)

perceived improprieties of the Club, thereby invalidating any
adequate whistle blower protection.

Insurance and Bonding

The Club is required to maintain bonding insurance ccverage
for itz employees or others that have check signing
authority or who handle cash or negotiable instruments and
in addition the governing board is strongly encouraged by
UNC policy to obtain general liability and/or director and
officers insurance. The Club could not provide evidence
that it had any insurance coverage as required or strongly
encouraged.

Audit Findings

The Club is required within ninety days of the issuance of
the audit report to submit a response to the audit findings
and implement a corrective actiom plan to correct
deficiencies. The Club did respond timely to the audit
findings and subsequently developed a corrective action plan
for the fiscal year ending June 30, 2005, but failed to
implement the corrective action plan durlng the fiscal year
ending June 30, 2006.

Conflict Of Interest Policy
The Club did not adopt a conflict of interest policy until a
meeting held on December 9, 2006. The Club had a conflict of
interest in its fundraising project for the construction and
sale of a single family dwelling as outlined as a Note Ten
(10) To The Financial Statements in the Club’s audit report
for fiscal year end June 30, 2006 as Related Party
Transations. Prior to the construction of the single family
dwelling, the Club failed to place the project out for bid ,
to various construction companies to objectively determine
if the price of construction that was received was fair
under the circumstances. It was noted that the Club official
who was a partner in the -construction company that
constructed the single family dwelling was involved in the
d901slon to enter into the construction fundraising project.
140f23 -23-




James E. Avent, Jr. Attachment 1
Certified Public Accountant
Execcutive Square Office Suites
Corner of N, Church and Cone Blvd.
-2722 N. Church St., Suite P

Office Phone 334 621-0279 - “Greensboro, NC 27405 Home Phone 335 288-7608
Mailing address: : " Member of:
P. . Box 14892 American Institute of Certified Public Accountants

Greenshoro, NC 27415

INDEPENDENT AUDITOR’S REPORT ON INTERHATNION iU b s ROt fircoumants
: AND INTERNAL CONTROLS Mational Association of Black Accountants

Mr. James Pender, President

North €Carolina A &. T State University

Aggie Club,- Incorporated

( A Non-Profit Organization )

Greensboro, NC 27406

Violation Of The Operating Agreement Between North Carclina
B&T Aggie Club, Inc. And North Carolina Agricultural and
Technical State University (CONTINUED)

Relationship Between Aggie Club and N.C. A&T State
University (CONTINUED)

. Acquisition Qf Debt

The Club, designated as a minor associated entity, may not

-acquire debt in excess of one hundred thousand dollars

( $§ 100,000.00 ) that is not to be publicly traded without
first notifying the Chancellor and then consulting with the
Vice-President For Finance of the University as regquired by
UNC Policy 600.2.5.2[R]. The Club has not 'produced
satisfactory evidence that the requirement was met
notwithstanding producing satisfactory evidence that the
extension of credit to construct a single family dwelling
were approved by the Club and that all Club officials and
members of the Club had knowledge of the transaction.

This report. is intended solely for the information and use
of the membership, management and school administrators
affiliated with North Carolina A & T State University Aggie
Club, Incorporated and should not be otherwise used,
circulated, guoted or referred to by anyone other than than
the parties aforementioned for which the report is intended.

Q0Q,

March 31, 2007
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Attachment 1

ICOPY

NorTH CAROLINA AGRICULTURAL AND TECHNICAL Tomuy @l
State UNIVERSITY

Office of the Chancellor

May 2, 2007

Mr. Jim Pender, President

Board of Directors

North Carolina A&T State University
Aggie Club, Incorporated

P.O.Box 21711

Greenshoro, NC 27420-1711

RE: North Carolina A&T State University Aggie Club 2006 Audit Report
Dear Mr. Pender,

I am in receipt of the Independent Auditor’s Report prepared by Mr. James E. Avent, Jr., CPA,
regarding the financial statements of the North Carolina A&T State University Aggie Club,
Incorporated, for the fiscal year ended June 30, 2006. In this report, Mr. Avent opined that the
financial statements “do not present fairly, the asseis, liabilities, and net assets of the North
Carolina A&T State University Aggie Club, Incorporated, as of June 30, 2006, and its support,
revenue and expenses, and cash flows for the year then ended.”

The bases for his opinion, as stated in the report, are that: (1) certain detailed accounting, payroll
and payroll tax records were not maintained, (2) certain financial transactions were unrecorded
by the organization on its books and records, (3) illegal acts were committed by the
organization, and (4) funds received and paid, during the year ending June 30, 2006 were not
authorized as the organization did not adopt a budget or financial plan until December 9, 2006.
Additionally, Mr. Avent expressed doubt regarding the organization’s ability to continue as a
going concem. He noted that the Aggie Club’s viability heavily depends on management’s
ability and willingness to develop and implement adequate operational, fundraising, financial
and compliance plans.

Please be advised that the circumstances cited above constitute a violation of the Memorandum
of Understanding (MOU) between the University and the Aggie Club. The MOU provides for
the termination of the agreement between the two entities under such circumstances. In lieu of
terminating the MOU and in light of the audit report, I am placing the Aggie Club in receivership
effective upon your receipt of this correspondence.
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Attachment 1

Page 2

It is my responsibility to protect the resources and integrity of the University, its affiliated
entities and supporters. This action will enable the Aggie Club to fulfill its responsibilities and
provide the necessary support to ensure the Aggie Club’s viability. While in receivership, all of
the operations and affairs of the Aggie Club are subject to the supervision and approval of Dr.
Gwendolyn Highsmith-Quick, the Chancellor’s representative on the Executive Board of the
Aggie Club. Accordingly, this arrangement requires that Dr. Highsmith-Quick approve and
sign all financial and other transactions of the Aggie Club entered into after receipt of this letter.

Dr. Mark Kiel, Vice Chancellor for Development and University Relations, will arrange a
meeting with you and Dr. Highsmith-Quick to provide further guidance regarding the
implementation of this receivership action. I am available to provide additional information or
clarification upon your request.

Sincerely,

AdHacktuy

Chancellor

cc: Mark Kiel
Gwen Highsmith-Quick
Billy Edringston
Aggie Club Executive Board
Aggie Club Chapter Presidents
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James B, Avent, In Attachment 1
Certified Public Accountant
Executive Square Office Suites
Comer of N. Church and Cane Bivd.
2722 N. Church 5t.. Suite P

Office Phone 336 621-027% Greensboro, WC 27405 Home Phone 336 2E8-7608
Mailing address: Member of:
P. Q. Box 14892 Amencan Institute of Cemified Public Aceountants

Gresashore. NG 21415 INDEPENDENT AUDITOR'S REPORT ON INTEIRRMASGRARISacsn o Sqpttrytpm-ounans

LRL}

AND INTERNAL CONTROLS Mattonal Association of Black Accountanis

Executive Committee
North Carolina A & T State Un
}

rsity
Alumni Association, Incorpor
([ A Non-Profit Organization
Greensboro, NC 27401

In planning and performing my audit of the financial
statements of Worth Carcolina A & T State University Alumni
Association, Incorporated ( a non-profit organization ) for
the year ended June 30, 2006, I considered its internal
control struckture in order to determine my auditing
procedures for the purpose of expressing my opinicn on the
financial statements and not to provide assurance on the
internal control structure. For the purpose of this report,
I have classgified the internal contrel structure in the
following categories: administrative, treasury or financing,
revenue and receipts, purchases and disbursements.

My agsessment included all the control categories listed
above. However, I noted certain matters that I consider to
be reportable conditions under standards established by the
hmerican Institute of Certified Public Accountants.
Reportable conditions involve matters coming to my attention
relating to significant deficiencies in the design or
operation of the internal control structure that, in my
judgement, could adversely affect the corganization’'s ability
to record, process, summarize, and report financial data
consistent with the assertions of the management of the
organization in the financial statements.

The reportable conditions are contained on pages four to six
ot this report,

A material weakness is a reportable condition in which the
design or operation of one or more of the internal control
structure elements does not reduce to a relatively low level
the risk that errors or irregularities in amounts that would
be material to the financial statements being audited may
occur and not be detected with a timely period by certain
members functioning as employees of the organization, in the
normal course of performing their assigned functions.
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James B Avent, Ir Attachment 1
Certified Public Accountant
Executive Square Office Suites
Cormer of N. Church and Cone Bivd,
2722 M. Church 5t., Sune P

Office Phone 336 §21-0279 Greensboro, NC 274045 Home Phone 336 188-760%
Mailing address: Member of:
P, 0. Box 14892 American Institute of Certified Public Accountams

Greemsbors:NC 21415 INDEPENDENT AUDITOR'S REPORT ON INTEeRMAMNPrsotm of SoulgtrRuR S oumians
*’JI"ND INTERNAL CGN_TROLS Mational Association of Black Accountans
Executive Committee
North Carclina A & T State University
Alumni Asscciation, Incorporated
{ A Non-Profit Organization )

Sreensboro, NC 27401

My consideration of the internal control structure would not
necessarily disclose all matters in the internal control
structure that might be reportable conditions and
accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material
weaknesses as defined above. However, none of the reportable
conditions are believed to be a material weakness.

I have audited the financial statements of the North
Carolina A & T State University Alumni Association,
Incorporated for the year ended June 30, 2006, and have
issued my report thereon dated May 2, 2007. As part of my
audit, I made a study and evaluation of the system of
internal accounting controls of the organization to the
extent I considered necegsary to evaluate the system as
required by auditing standards generally accepted in the

United States 0Of America.

The purpcse of my study and evaluation was to establish a
basis for relying on such systems in determining the nature,
timing and extent of the auditing procedures necessary to
enable me to express an opinion on the North Carclina A & T
State University Alumni Asscciation, Incorporated financial
statements and to determine areas within the internal
control structure which would have a material effect on its
financial position or results of operations.

The management of the North Carolina A & T State University
Elumni Association, Incorporated is responsible for
establishing and maintaining a system of internal control.
In fulfilling this responsibility, estimates and judgments
by management are reguired to assess the expected benefits
and related costs of control procedures. The objectives of a
system are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss
from unauthorized use or disposition, and that transactions
are executed in accordance with management’s authorization
and recorded properly to permit the preparation of financial
gtatements in accordance with accounting principles
generally accepted in the United States Of America; that
resources are safeguarded against waste, loss, and misuse;
and reliable data is obtained, maintained, and fairly
disclosed in reports.
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There are inherent limitations that should be recognized in
considering the potential effectiveness of any system of
internal accounting and administrative controls. In the
performance of most control procedures, error can result
from a misunderstanding of instruction, mistakes of
judgment, carelessness, or other personal factors. Control
procedures whose effectiveness depends upon segregation of
duties can be circumvented intentionally by management
either with respect to the execution and recording of
transactions or with respect to the estimates and judgments
required in the preparation of financial statements.

Further, projection of any evaluation of internal accounting
and administrative controls to future periods is subject to
the risk that the procedures may become inadeguate because
of changes in conditions and that the degree of compliance
with the procedures may deteriorate.

My audit of the North Carolina A & T State University Alumni
Association, Incorporated financial statements, including my
study and evaluation of its system of internal accounting
and administrative control for the years ended June 30,
2006, would not necessarily have disclosed all material
weaknesses or conditions requiring attention in the system
because both the audit and the study employed, as is
customary, utilizes selective tests of accounting records
and related data. Accordingly, I do not express an opinion
on the system of internal accounting control of the North
Carolina A & T State University Alumni Association,
Incorporated taken as a whole.

However, my study and evaluation and my audit disclosed the
foellowing conditions addressed in my memorandum of
recommendation, that I believe would result in more than a
relatively low risk that fraud, errors or irregularities in
amounts material to the North Carolina A & T State
University Alumni Association, Incorporated may occur and
not be detected within a timely period.

-3-
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Lack Of Adoption And Partial Implementation Qf University Of
North Carcolina Policy 600.2.5.2[R] -Reguired Elements Of
University-Associated Entity Relationship

I noted that the Board Of Governors adopted on November 16,
2005 a policy regarding reguired elements of
University-Associated Entity relationship that required each
and every University associated entity to be in compliance
with the regulations no later than July 1, 2006. I could
find no evidence where the Alumni Asscciation adopted the
rule and regulation and subsequently took whatever necessary
actions to fully implement the regulation by July 1, 2006.
In reviewing the policy and procedure of the Alumni
hssociation, I have noted that the Alumni Association has
chapter and region dissolution procedures, finance policy
and procedures, cash management policy and procedures,
accounting procedures manual and an investment policy. While
these policies are adequate for the proper management and
day-to-day operation of the organization, these policies do
net adequately address all of the requirements of the
University Of North Carolina Policy 600.2.5.2([R].

I recommend that the management of the Alumni Association
should take the following actions to ensure compliance with
University Of North Carolina Policy 600.2.5.2[R]:

a. A university representative must be appointed by
The Chancellor or his designee to sit on the Alumni
Association's governing Beoard,

b. An audit committee must be established in fact and
authorized by placement in the by-laws of the
organization and in addition, provide procedures such
that audit findings are reported to the University within
ninety days of issuance of the audit report along with a
corrective action plan if required by the audit
findings,

. A personnel policy which should include parameters
concerning officer and employee compensation in
combination with a prohibition of payments to specified
University employees exclusive of reimbursements for
expenditures made on behalf of the Alumni Association as
well as a prohibition of that the chief executive cofficer
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Lack Of Adoption And Partial Implementation Qf University Of
North Carolina Policy 600.2.5.2[R]-Reguired Elements Of
University-Associated Entity Relationship (CONTINUED)

=. (CONTINUED} and the chief financial officer of the
srganization cannot be one in the same person,

d. A policy on indemnification of A&T State University to
nold harmless from any damages or liabilities that result
From the Alumni Assocgiation's actions,

e. Add to the finance policy the approval and or
consultation with the Vice Chancellor Of Finance before
acquiring certain levels of debt for the organization,

Obtain adequate insurance bonds for agents, officers or
employees handling cash and obtain adeguate directors and
officers liability insurance,

g. Written agreements between the University and the Alumni
Association for use of any University personnel, assets
or facilities,

h. A policy on acceptance of gifts and grants such that said
gifts and grants impose an obligation on the University
or the State to expand resources

i. A policy on conflict of interest and ethics,

j. A policy that details the reports required to be
submitted by the Alumni Asscciation to the University by
UNC Policy 600.2.5.2[R].

I further recommend that the Alumni Association retain legal
counsel to assist in updating its bylaws, policies and
procedures to ensure full compliance with UNC policy
6£00.2.5.2[R] immediately.
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te Filing Of Internal Revenue Service Form 230-Return Of
ganization Exempt From Income Tax

The IRS Form 930 for the period ending June 30, 2006 was due
November 15, 2006 and an extension was filed to the extended
filing date of February 15, 2007. The IRS Form 990 was filed
on May 17, 2007. Penalties for late filing of the FCORM 930
can be assessed at fifty ($550) dollars a day for each day
not timely filed. Management has requested an abatement
of/relief from the penalty from the Internal Rewvenue Service

ased upon reasonable cause and past timely filing history
of the organization.

This report is intended solely for the information and use
of Che membership, management and school administrators
affiliated with North Carcolina A & T State University Alumni
Association, Incorporated and should not be otherwise used,
circulated, guoted or referred to by anyone other than than
the parties aforementioned for which the report is intended.

May 9, 2007

23 of 23



	Summary
	Findings



