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Independent Auditor's Report

To the Board of Directors
Northern lllinois Food Bank

Report on the Financial Statements

We have audited the accompanying financial statements of Northern lllinois Food Bank (the
"Food Bank"), which comprise the statement of financial position as of June 30, 2014 and 2013
and the related statements of activities and changes in net assets, functional expenses, and cash
flows for the years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Praxity
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To the Board of Directors
Northern lllinois Food Bank

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Northern lllinois Food Bank as of June 30, 2014 and 2013 and the
changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 3, 2014 on our consideration of the Northern lllinois Food Bank's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Northern lllinois Food Bank's internal control

over financial reporting and compliance.
74&402, f 77&@44/, PLLL

October 3, 2014



Northern lllinois Food Bank

Assets

Cash and cash equivalents
Investments (Note 3)
Accounts receivable:
Grants receivable
Accounts receivable
Contributions receivable - Net (Note 2)
Inventory (Note 4)
Prepaid expenses
Bond issue costs - Net
Deposits and coupons

Property and equipment - Net (Note 5)
Total assets
Liabilities and Net Assets

Liabilities
Accounts payable
Bonds payable (Note 6)
Accrued liabilities and other:
Due to agencies
Accrued wages
Other accrued expenses

Total liabilities

Net Assets
Unrestricted:
Undesignated
Board designated

Temporarily restricted
Total net assets

Total liabilities and net assets

See Notes to Financial Statements.

Statement of Financial Position

June 30, 2014 June 30, 2013
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total

$ 6,086,805 $ 1,402,937 $ 7,489,742 $ 4,949,343 $ 1,275,728 $ 6,225,071
1,689,793 - 1,689,793 1,625,115 - 1,625,115
433,651 - 433,651 336,576 - 336,576

90,850 - 90,850 99,519 - 99,519

30,103 399,026 429,129 1,027 136,484 137,511
10,443,593 - 10,443,593 9,562,573 - 9,562,573
31,595 - 31,595 45,465 - 45,465

156,866 - 156,866 164,282 - 164,282

5,218 - 5,218 5,218 - 5,218

17,298,395 1,519,881 18,818,276 17,912,494 1,519,881 19,432,375

$ 36,266,869 $ 3,321,844 $ 39,588,713 $ 34,701,612 $ 2,932,093 $ 37,633,705
$ 508,234 $ - $ 508,234 $ 502,774 $ - $ 502,774
9,100,035 - 9,100,035 9,498,577 - 9,498,577
117,163 - 117,163 165,168 - 165,168
851,143 - 851,143 785,974 - 785,974
53,750 - 53,750 90,344 - 90,344
10,630,325 - 10,630,325 11,042,837 - 11,042,837
25,236,544 - 25,236,544 22,867,327 - 22,867,327
400,000 - 400,000 791,448 - 791,448

- 3,321,844 3,321,844 - 2,932,093 2,932,093
25,636,544 3,321,844 28,958,388 23,658,775 2,932,093 26,590,868

$ 36,266,869 $ 3,321,844 $ 39,588,713 $ 34,701,612 $ 2,932,093 $ 37,633,705




Northern lllinois Food Bank

Statement of Activities and Changes in Net Assets

Year Ended
June 30, 2014 June 30,2013
Unrestricted Unrestricted
Food Bank Total Temporarily Food Bank Total Temporarily
Operations Donated Food Unrestricted Restricted Total Operations Donated Food Unrestricted Restricted Total
Revenue and Support
Contributions and grants $ 7948220 $ - $ 7948220 $ 2,725,522 $ 10,673,742 $ 7067380 $ - $ 7067380 $ 2208302 $ 9,275,682
Fees and grants from
government agencies 2,970,010 - 2,970,010 91,750 3,061,760 2,707,443 - 2,707,443 103,827 2,811,270
Program service fees 4,581,536 - 4,581,536 - 4,581,536 4,531,378 - 4,531,378 - 4,531,378
Donated goods and services 157,146 113,367,714 113,524,860 - 113,524,860 207,431 92,759,516 92,966,947 - 92,966,947
Investment income 54,895 - 54,895 - 54,895 77,704 - 77,704 - 77,704
Miscellaneous income 22,967 - 22,967 - 22,967 28,344 - 28,344 - 28,344
Total revenue and
support 15,734,774 113,367,714 129,102,488 2,817,272 131,919,760 14,619,680 92,759,516 107,379,196 2,312,129 109,691,325
Net assets released from
restrictions 2,427,521 - 2,427,521 (2,427,521) - 2,765,154 - 2,765,154 (2,765,154) -
Total revenue, support,
and net assets
released from
restrictions 18,162,295 113,367,714 131,530,009 389,751 131,919,760 17,384,834 92,759,516 110,144,350 (453,025) 109,691,325
Expenses
Program services - Food Bank
operations 14,073,972 112,531,205 126,605,177 - 126,605,177 13,694,402 88,788,647 102,483,049 - 102,483,049
Support services:
Management and general 949,058 - 949,058 - 949,058 789,921 - 789,921 - 789,921
Fundraising 1,998,005 - 1,998,005 - 1,998,005 1,988,861 - 1,988,861 - 1,988,861
Total expenses 17,021,035 112,531,205 129,552,240 - 129,552,240 16,473,184 88,788,647 105,261,831 - 105,261,831
Increase (Decrease) in Net
Assets 1,141,260 836,509 1,977,769 389,751 2,367,520 911,650 3,970,869 4,882,519 (453,025) 4,429,494
Net Assets - Beginning of year 14,533,314 9,125,461 23,658,775 2,932,093 26,590,868 13,621,664 5,154,592 18,776,256 3,385,118 22,161,374
$ 15674574 $ 9,961,970 $ 25,636,544 $ 3,321,844 $ 28,958,388 $ 14,533,314 $ 9,125461 $ 23,658,775 $ 2,932,093 $ 26,590,868

Net Assets - End of year

See Notes to Financial Statements. 4



Northern lllinois Food Bank

Statement of Functional Expenses

Year Ended
June 30, 2014 June 30, 2013
Program Program
Services Support Services Services Support Services
Food Bank Management Food Bank Management
Operations and General Fundraising Total Operations and General Fundraising Total
Staff salaries $ 3,793,675 $ 434,636 $ 533,302 $ 4,761,613 $ 3,507,535 $ 429,757 $ 488,242 $ 4,425,534
Payroll taxes 280,389 29,542 38,894 348,825 272,989 30,721 39,287 342,997
Health insurance 512,934 31,609 49,963 594,506 465,736 27,738 47,867 541,341
Retirement plan 93,216 10,380 15,364 118,960 92,704 10,432 10,241 113,377
Total salaries and related
expenses 4,680,214 506,167 637,523 5,823,904 4,338,964 498,648 585,637 5,423,249
Contributed food distributed 112,531,205 - - 112,531,205 88,788,647 - - 88,788,647
Purchased food distributed 5,357,739 - - 5,357,739 5,488,282 - - 5,488,282
Transportation 720,908 - - 720,908 635,178 - - 635,178
Operating supplies 450,486 - - 450,486 377,622 - - 377,622
Occupancy and utilities 354,543 2,906 5812 363,261 282,795 2,318 4,636 289,749
Mortgage interest 230,485 1,889 3,778 236,152 335,281 2,748 5,496 343,525
Facility rental 133,440 - - 133,440 101,787 - - 101,787
Insurance 273,418 8,182 3,523 285,123 265,656 7,319 3,218 276,193
Equipment purchase, maintenance, and
rental 59,484 544 - 60,028 57,172 4,465 - 61,637
Building maintenance 152,894 1,253 2,506 156,653 114,767 941 1,981 117,689
Office and technology supplies 96,883 8,259 5,383 110,525 108,089 10,885 15,009 133,983
Agency grants 182,833 - - 182,833 199,836 - - 199,836
Local travel 95,269 2,269 14,796 112,334 72,628 4,302 11,015 87,945
Telecommunications 39,921 27,939 2,052 69,912 43,399 27,675 2,452 73,526
Feeding America and Feeding lllinois fees - 48,892 - 48,892 - 36,608 - 36,608
Direct mail, promotional, and advertising 80,868 100,501 869,072 1,050,441 38,204 57,572 935,566 1,031,342
Conferences and meetings 20,036 5,107 7,724 32,867 13,904 2,999 1,944 18,847
Postage and shipping 2,995 15,917 32,203 51,115 3,629 17,563 25,445 46,637
Staffing development 26,764 5,305 6,635 38,704 30,242 4,117 3,972 38,331
Dues and subscriptions 20,365 7,669 48,953 76,987 11,019 9,075 41,723 61,817
Special events - - 152,852 152,852 - - 102,696 102,696
Professional and consulting fees 35,693 153,160 35,632 224,485 46,439 61,996 50,709 159,144
Printing and publications 16,513 19,239 35,769 71,521 25,929 17,950 55,489 99,368
Donated goods and services 63,689 14,047 67,909 145,645 92,588 4,203 83,716 180,507
Miscellaneous 25,733 3,864 49,754 79,351 31,959 3,798 38,786 74,543
Total functional expenses
before depreciation and
amortization 125,652,378 933,109 1,981,876 128,567,363 101,504,016 775,182 1,969,490 104,248,688
Depreciation and amortization 952,799 15,949 16,129 984,877 979,033 14,739 19,371 1,013,143

Total functional expenses $ 126,605,177 $ 949,058 $ 1,998,005 $ 129,552,240  $ 102,483,049 $ 789,921 $ 1,988,861 $ 105,261,831

See Notes to Financial Statements. 5



Northern lllinois Food Bank

Cash Flows from Operating Activities
Cash received from support and revenue

Cash paid for operating expenses
Net cash provided by operating activities

Cash Flows from Investing Activities
Purchase of property and equipment
Proceeds from sale of property and equipment
Purchase of investments

Proceeds from sale of investments
Net cash used in investing activities

Cash Flows from Financing Activities
Payments for debt issuance costs
Principal payments on tax exempt revenue bonds

Net cash used in financing activities
Net Increase in Cash
Cash - Beginning of year

Cash - End of year

See Notes to Financial Statements. 6

Statement of Cash Flows

Year Ended
June 30, 2014 June 30, 2013

$ 18,131,794 $ 17,154,431
(16,032,765) (14,768,317)
2,099,029 2,386,114
(360,468) (363,944)

13,450 8,000
(996,761) (1,361,970)

907,963 1,285,281
(435,816) (432,633)
- (45,795)
(398,542) (466,423)
(398,542) (512,218)
1,264,671 1,441,263
6,225,071 4,783,808

$ 7,489,742 $ 6,225,071




Northern lllinois Food Bank
Statement of Cash Flows (Continued)

A reconciliation of the change in net assets to net cash provided by operating activities is as follows:

Year Ended
June 30, 2014 June 30, 2013

Change in net assets $ 2,367,520 $ 4,429,494
Adjustments to reconcile change in net assets to net cash provided
by operating activities:

Depreciation and amortization 984,877 1,013,143
Gain on sale of property and equipment (4,842) (8,000)
Net realized and change in unrealized loss (gain) on
investments 24,119 (7,407)
Decrease in provision for uncollectible accounts 96,396 (4,836)
Noncash contribution of property and equipment (11,500) (26,925)
Noncash donated goods and services (113,367,714) (92,759,516)
Noncash donated goods and services expense 112,531,205 88,788,647
Decrease (increase) in operating assets:
Accounts receivable 8,669 34,041
Grants receivable (97,075) (82,400)
Contributions receivable (388,014) 318,151
Purchased inventory (44,511) 143,569
Prepaid expenses 13,869 135,685
Other assets - (5,000)
Accounts payable 5,460 178,635
Accrued expenses 28,575 146,907
Due to agencies (48,005) 91,926

Net cash provided by operating activities $ 2,099,029 $ 2,386,114

See Notes to Financial Statements. 7



Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note | - Nature of Activities and Significant Accounting Policies

Nature of Organization - Northern lllinois Food Bank (the "Food Bank") was
organized as a not-for-profit corporation under the laws of the State of lllinois on
September 15, 1982. The Food Bank is a member of Feeding America (formerly
America's Second Harvest), the nation's food bank network. Northern lllinois Food Bank
leads the northern lllinois community in solving hunger by providing nutritious meals to
those in need through innovative programs and partnerships. Food manufacturers, local
groceries, corporations, foundations, and individuals come together to donate food and
funds, and evaluate and repack food for distribution to the Food Bank's partner feeding
programs that, in turn, provide the food to hungry people in the community. More than
60,000 different people each week rely on the food provided by Northern lllinois Food
Bank through its 800 member food pantries, soup kitchens, shelters, and youth and
senior feeding programs in |3 counties. The Food Bank's major sources of revenue are
received from contributions, grants, and program services fees.

Significant accounting policies are as follows:

Basis of Accounting - The financial statements of the Food Bank have been prepared
on the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America (GAAP).

Classification of Net Assets - Net assets of the Food Bank are classified as
unrestricted, temporarily restricted, or permanently restricted depending on the
presence and characteristics of donor-imposed restrictions limiting the Food Bank's
ability to use or dispose of contributed assets or the economic benefits embodied in
those assets.

Donor-imposed restrictions that expire with the passage of time or can be removed by
meeting certain requirements result in temporarily restricted net assets. Permanently
restricted net assets result from donor-imposed restrictions that limit the use of net
assets in perpetuity. Earnings, gains, and losses on restricted net assets are classified as
unrestricted unless specifically restricted by the donor or by applicable state law.

Cash and Cash Equivalents - The Food Bank considers all highly liquid investments
purchased with an initial maturity of three months or less to be cash and cash
equivalents. The Food Bank maintains its cash and cash equivalents in bank deposit
accounts at West Suburban Bank and BMO Harris Bank, the balances of which at times
exceed federally insured limits. The Food Bank has not experienced any losses in such
accounts. The Food Bank believes it is not exposed to any significant credit risk on cash
and cash equivalents.

Contributions - Contributions of cash and other assets, including unconditional
promises to give in the future, are reported as revenue when received, measured at fair
value.



Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note | - Nature of Activities and Significant Accounting Policies
(Continued)

All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor. Amounts received that are designated for future periods or
restricted by the donor for specific purposes are reported as temporarily restricted or
permanently restricted support that increases those net asset classes. When a
temporary restriction expires, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released
from restriction.

Contributions Receivable - Unconditional promises to give that are expected to be
collected within one year are recorded as contributions receivable at net realizable
value. Unconditional promises to give that are expected to be collected in future years
are recorded at the present value of their estimated future cash flows. The Food Bank
provides an allowance for estimated uncollectible contributions based on its historical
experience of the relationship between actual bad debts and net amounts pledged.

Investments - Investments are reported at their fair values. Unrealized gains and losses
are included in the change in net assets.

Property and Equipment - Property and equipment are recorded at cost when
purchased or at fair value at the date of donation and are being depreciated on a
straight-line basis over their estimated useful lives. All expenditures for property and
equipment over $2,500 are capitalized.

Costs of maintenance and repairs are charged to expense when incurred.

The Food Bank reports gifts of property and equipment as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts of
property and equipment with explicit restrictions that specify how the assets are to be
used and gifts of cash or other assets that must be used to acquire property and
equipment are reported as restricted support. Absent explicit donor stipulations about
how long the property and equipment must be maintained, the Food Bank reports
expirations of donor restrictions over time based on an estimate of the useful lives of the
donated or acquired property and equipment.

Fair Value of Financial Instruments - A summary of the methods and significant
assumptions used to estimate the fair values of financial instruments is as follows:

¢ Financial Instruments - The fair values of financial instruments, including cash
equivalents, accounts receivable, inventory, prepaid expenses, deposits and coupons,
and accrued liabilities, approximate the carrying amounts in the accompanying
financial statements due to the short maturity of such instruments.



Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note | - Nature of Activities and Significant Accounting Policies
(Continued)

¢ Investments - Investments are recorded at fair value in the accompanying financial
statements. Fair value is determined based on their fair value measurement
principles described in Note 3.

e Bonds Payable - The fair value of the bonds payable approximates the carrying
amounts in the accompanying financial statements. The carrying value of the debt
approximates fair value based on current borrowing rates.

In-kind Contributions and Contributed Services - In-kind contributions are
reflected as contributions at their fair value at the date of donation and are reported as
unrestricted support unless explicit donor stipulations specify how donated assets must
be used. The Food Bank recorded in-kind contributions, which included donated office
space, special event items, miscellaneous services and supplies, and fixed assets in the
amount of $157,144 and $207,43 1 in fiscal years 2014 and 2013, respectively. The Food
Bank has also recorded $113,367,714 and $92,759,516 of donated food in fiscal years
2014 and 2013, respectively. Donated food is valued based on a survey published by
Feeding America. With the exception of the fixed assets which were capitalized, these
amounts have been reported as both donated goods and services revenue and donated
goods and services expense on the statement of activities and changes in net assets.

A substantial number of volunteers provide nonspecialized services to the Food Bank
throughout the year; however, no amounts are recorded in the financial statements as
they do not meet the criteria for financial statement recognition.

In 2013, the Food Bank became a sponsor of the AmeriCorps VISTA program.
AmeriCorps VISTA members make a year-long, full-time commitment to serve at the
Food Bank on capacity building and community engagement projects. The VISTA
members working at the Food Bank are considered volunteers and no amounts are
recorded in the financial statements as they do not meet the criteria for financial
statement recognition.

Federal Income Taxes - The Food Bank is exempt from income tax under provisions
of Internal Revenue Code Section 501(c)(3). Accounting principles generally accepted in
the United States of America require management to evaluate tax positions taken by the
Food Bank and recognize a tax liability if the Food Bank has taken an uncertain position
that more likely than not would not be sustained upon examination by the IRS or other
applicable taxing authorities. Management has analyzed the tax positions taken by the
organization, and has concluded that as of June 30, 2014 and 2013, there are no
uncertain positions taken or expected to be taken that would require recognition of a
liability or disclosure in the financial statements. The Food Bank is subject to routine
audits by taxing jurisdictions; however, there are currently no audits for any tax periods
in progress. Management believes it is no longer subject to income tax examinations for
years prior to 201 |.

10



Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note | - Nature of Activities and Significant Accounting Policies

(Continued)

Accounts Receivable - Accounts receivable are valued at management's estimate of
the amount that will ultimately be collected. Based on experience and the low allowable
limits granted to purchasing agencies, management does not consider it necessary to
establish an allowance for trade receivables. The Food Bank uses the direct write-off
method for uncollectible accounts when management determines that the receivable
will not be collected.

Inventory - Inventory, which consists of food and other supplies, is stated at the lower
of cost or market, by use of the first-in, first-out (FIFO) method of valuation. Donated
inventory is valued based on a survey published by Feeding America.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America 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 revenue, expenses, and other changes
in net assets during the reporting period. Actual results could differ from those
estimates.

Subsequent Events - The financial statements and related disclosures include
evaluation of events up through and including October 3, 2014, which is the date the
financial statements were available to be issued.

Note 2 - Contributions Receivable

Contributions receivable at June 30 include the following:

2014 2013
Within one year $ 417,621 $ 159,113
One to five years 134,000 41,621
Total minimum contributions receivable 551,621 200,734
Less:
Discounts on contributions (734) (362)
Allowance for doubtful accounts (121,758) (62,861)
Net minimum contributions receivable $ 429,129 $ 137,511

The Food Bank used a rate of 3 percent to calculate the present value of contributions
receivable. Contributions receivable are restricted for the purchase of food and
property and equipment.



Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note 3 = Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the
financial statements and provide a framework for establishing that fair value. The
framework for determining fair value is based on a hierarchy that prioritizes the inputs
and valuation techniques used to measure fair value.

The following tables present information about the Food Bank's assets measured at fair
value on a recurring basis at June 30, 2014 and 2013 and the valuation techniques used
by the Food Bank to determine those fair values.

Fair values determined by Level | inputs use quoted prices in active markets for identical
assets that the Food Bank has the ability to access.

Fair values determined by Level 2 inputs use other inputs that are observable, either
directly or indirectly. These Level 2 inputs include quoted prices for similar assets in
active markets, and other inputs such as interest rates and yield curves that are
observable at commonly quoted intervals.

Level 3 inputs are unobservable inputs, including inputs that are available in situations
where there is little, if any, market activity for the related asset. These Level 3 fair value
measurements are based primarily on management's own estimates using pricing
models, discounted cash flow methodologies, or similar techniques taking into account
the characteristics of the asset.

In instances whereby inputs used to measure fair value fall into different levels in the
above fair value hierarchy, fair value measurements in their entirety are categorized
based on the lowest level input that is significant to the valuation. The Food Bank's
assessment of the significance of particular inputs to these fair value measurements
requires judgment and considers factors specific to each asset.

Assets Measured at Fair Value on a Recurring Basis at June 30, 2014

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Assets Observable Unobservable Balance at
(Level 1) Inputs (Level 2) Inputs (Level 3)  June 30, 2014
Investments:

Money market funds $ - $ 232,883 $ - $ 232,883
Corporate bonds and notes - 896,375 - 896,375
Municipal securities - 281,054 - 281,054
Exchange-traded funds 74,610 - - 74,610
Preferred securities 104,436 98,803 - 203,239
Total investments $ 179,046 $ 1,509,115 $ - $ 1,688,161




Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note 3 = Fair Value Measurements (Continued)

Assets Measured at Fair Value on a Recurring Basis at June 30, 2013

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs Balance at
(Level 1) (Level 2) (Level 3) June 30, 2013
Assets
Investments:
Money market funds $ - $ 491,320 $ - $ 491,320
Certificates of deposit - 21,040 - 21,040
Equities 6,424 - - 6,424
Corporate bonds and notes - 767,881 - 767,881
Municipal securities - 163,027 - 163,027
Exchange-traded funds 74,250 - - 74,250
Preferred securities - 101,173 - 101,173
Total investments $ 80,674 $ 12,355,528 $ - $ 12,436,202

The fair values of money market funds, certificates of deposit, corporate bonds and
notes, municipal securities, and preferred securities at June 30, 2014 and 2013 were
determined primarily based on Level 2 inputs. The Food Bank estimates the fair value of
these investments based on comparable security transactions or observable yield curves
for comparable securities.

Not included in the above table is $1,632 of cash held in the investment account at
June 30, 2014.

The Food Bank's policy is to recognize transfers in and transfers out of Level I, 2, and 3
fair value classifications as of the actual date of the event of change in circumstances that
caused the transfer. During the years ended June 30, 2014 and 2013, there were no
such transfers.

Note 4 - Inventory
Inventory at June 30, 2014 and 2013 is comprised of the following:
2014 2013
Donated $ 8,776,208 $ 8,133,586
Purchased 480,884 437,114
United States Department of Agriculture (Emergency
Food Program) 1,186,501 991,873
Total inventory $ 10,443,593 $ 9,562,573




Northern lllinois Food Bank

Notes to Financial Statements
june 30, 2014 and 2013

Note 5 - Property and Equipment

Property and equipment are summarized as follows:

Depreciable
2014 2013 Life - Years
Geneva building $ 15,533,137 $ 15,437,161 39
Geneva land 2,338,673 2,338,673 -
Building and improvements 676,830 676,830 5-39
Furniture and equipment 1,660,898 1,627,450 5-10
Computers 309,455 295,709 3
Vehicles 2,248,536 2,141,071 5
Total cost 22,767,529 22,516,894
Accumulated depreciation 3,949,253 3,084,519

Net property and equipment  $ 18,818,276 $ 19,432,375

Depreciation expense was $977,46| for 2014 and $1,007,651 for 2013.
Note 6 - Bonds Payable
Bonds payable consist of the following:

The Food Bank issued 25-year variable rate tax-exempt bonds through the City of
Geneva, Kane County, lllinois (the "City") in the amount of $12,000,000, dated as of
November 2010. The Food Bank entered into a loan agreement with the City for the
proceeds of the bond issue, which were held by the trustee (Amalgamated Bank of
Chicago) and disbursed periodically for payment of costs incurred in conjunction with
the Food Bank's construction of a warehouse and certain food storage facilities and
related property in the City. The bonds have a maturity date of May |, 2037 and are
secured by the real estate located in the Village of Geneva, Kane County, lllinois.

On May 9, 2013, the Food Bank and the bond-holder entered into a modification
agreement reducing the interest rate from 3.65 percent to 2.50 percent. Interest is
payable monthly at 2.50 percent through May |, 2023, after which the rate will adjust on
specified reset dates. Principal payments in the amount of $33,212 are also payable
monthly.
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Note 6 - Bonds Payable (Continued)

Minimum principal payments on the bonds payable to maturity as of June 30, 2014 are as
follows:

Years Ending

June 30 Amount
2015 $ 398,542
2016 398,542
2017 398,542
2018 398,542
2019 398,542

Thereafter 7,107,325

Total $ 9,100,035

The fair values of variable rate bonds payable approximate their carrying amounts
because the current effective rates reflect market rates.

Total interest expense incurred and paid was $236,152 and $343,525 for the years
ended June 30, 2014 and 2013, respectively.

Costs associated with the issuance of the bonds and execution of the modification
totaled $178,633 and are being amortized using the straight-line method over the term
of the bonds. Amortization charged to expense during the year ended June 30, 2014 and
2013 was $7,416 and $5,492, respectively.

Note 7 - Operating Leases

The Food Bank leases its branch location facilities, which expire at various dates, with
options to renew. Facility rental expense under these leases was $133,440 and $101,787
for 2014 and 2013, respectively.

The Food Bank also leases vehicles and equipment on a month-to-month basis. Expense
under these leases was $103,556 and $28,750 for 2014 and 2013, respectively.

The future minimum lease payments due under the terms of the operating leases are
listed below. The lease term for the Park City location ends August 31, 2016. The lease
term for the Love's Park location ends January 31, 2015.

2015 $ 105,685

2016 82,808

2017 13847
Total $ 202,340
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Note 8 - Temporarily Restricted Net Assets

Temporarily restricted net assets at June 30, 2014 and 2013 are restricted for the

following:
2014 2013
Construction of new facility $ 18,216 $ 86,581
Purpose restricted, primarily programs 1,783,747 1,325,631
Use restriction on building:
Expiring in 2016 303,097 303,097
Expiring in 2018 89,323 89,323
Expiring in 2021 50,000 50,000
Expiring in 2023 65,466 65,466
Expiring in 2029 329,120 329,120
Expiring in 2031 250,000 250,000
Expiring in 2032 432,875 432,875
Total temporarily restricted net assets $ 3,321,844 $ 2,932,093

The use restriction on building relates to forgivable mortgage notes totaling
approximately $1,500,000 as of June 30, 2014. These mortgage notes, the remaining
balance of which is recorded as temporarily restricted net assets, will be forgiven as
indicated in the above table as long as the Food Bank complies with the requirements of
these notes, which management fully expects that it will.

Note 9 = Retirement Plan

The Food Bank participates in a defined contribution plan qualified under Section 401 (k)
of the Internal Revenue Code. The plan covers all eligible employees and is subject to a
vesting schedule for employer contributions. The Food Bank contributes annually
2 percent of considered compensation and also matches 50 percent of an employee's
contribution with a maximum matching contribution of 2 percent. For the years ended
June 30, 2014 and 2013, employer contributions were $118,960 and $113,377,
respectively.

Note 10 - Related Party Transactions

There were no related party transactions for the years ended June 30, 2014 or 201 3.
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