M E M ORANDUM 

TO:

Michael Grebe, Janet Riordan
FROM:
Cynthia K. Friauf

DATE: 
January 8, 2008
RE:

 PNIC – Updated on Term Loan Payment
As part of the loan agreement with TCF Bank, PNIC established an account at the Bank for the deposit of monetary donations, fund raising contributions and proceeds of pledges.  PNIC established an account on its books called TCF Donations to reflect the balance in the bank account.  The agreement spelled out that the funds, when available, in this account are used exclusively to make Term Loan principal payments on a quarterly basis.  In other words, the donations deposited in the TCF Donations account will pay down principal on the loan the Foundation guarantees.  The balance in the Donations account has been around $2,582 since August of 2007.
The original loan balance (3/1/07) was $1,775,000.  The only principal payment made in 2007 was $24,000 on 3/29/07.  That leaves a current balance of $1,751,000.  Naomi, PNIC’s accountant, informed that as of today there is around $8,400 in the TCF donation account that will be used to make a principal payment in the next few months.   

I’m calling this to your attention since there has been very little activity with regard to contribution deposits to this account and only nominal payments on the loan.  I am interested in understanding whether your expectations with regard to fundraising efforts are in line with the activity to date or if you have information that would add context to the financial information.  

The auditors will be in the office in a few weeks for the Foundation’s audit.  I am preparing a draft footnote for the audited financial statements disclosing the Foundation’s obligation for the loan guarantee.  The auditors will want an update on PNIC’s financial situation and my assessment of risks associated with the loan guarantee. The assessment may influence what is disclosed and whether we have to book a liability on the audited financial statements.  I may need additional input from you and may need to gather information from PNIC or the Bank to satisfy the auditor’s requirements.  Since this is my first audit with a loan guarantee, I am not sure what additional procedures the auditors will require.  I will try to keep you apprised and you may see me with any questions.
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