B35744
STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
ROOM E418
INDIANAPOLIS, INDIANA 46204-2765

Telephone: (317)232-2513
Fax: (317)232-4711
Web Site: www.in.gov/sboa

February 10, 2010

Board of Directors

Community Action of Greater
Indianapolis, Inc. and Subsidiary

2445 N, Meridian St.

Indianapoiis, IN 46208

We have reviewed the audit report prepared by Agresta, Storms & O'Leary, PC, Independent Public
Accountants, for the period January 1, 2008 to December 31, 2008. in our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the Independent
Public Accountants' opinion, the financial statements included in the report present fairly the financial condition
of the Community Action of Greater Indianapolis, Inc. and Subsidiary, as of December 31, 2008, and the
results of its cperations for the period then ended, on the basis of accounting described in the report.

The Independent Public Accountants’ report is filed with this letter in our office as a matter of public
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We call your attention to the findings in the report. Pages 32 through 34 contain three current audit
findings. Pages 35 through 37 contain the status of six prior audit findings.
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Agresta, Storms & O’Leary, PC

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

Board of Directors

Community Action of Greater
Indianapolls, Inc, and Subsidiary

Indianapolis, Indtana.

We have audited the accompanying consolidated statement of financial position of Community
Actlon of Greater Indianapolis, Inc. and Subsidiary (a nonprofit organization), Franklin School
Apartments, L.P. and 21* Street Seniors, L.P. as of December 31, 2008, and the related
consolidated statements of activities, functional expenses, and cash flows for the year then
ended, These consolidated flnancial statements are the responsibility of the Organlzation’s
management. Our responslblity Is to express an opinion on these consolldated financial
statements based on our audlt, We did not audit the flnanclal statements of Franklin School
Apartments, L.P. and 21* Street Seniors, L.P., which statements reflect total assets of
$9,234,423 as of December 31, 2008 and total revenue of $555,579 for the year then ended,
Those statements were audited by other auditors whose reports have been furnished to us, and
our opinion, insofar as It relates to the amounts included for Franklin School Apartments, L.P.
and 21% Street Senlors, L.P., Is based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted In the United
States of Amerfca and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. The financial
statements of Franklin School Apartments, L.P, and 21* Street Senlors, 1..P, were not audited in
accordance with Government Auditing Standards. Those standards require that we plan and
perform the audit to obtailn reasonable assurance about whether the consolidated financla
statements are free of material misstatement.  An audlt includes examinihg, on a test basis,
evlidence supporting the amounts and disclosures in the consolidated flnanclal statements. An
audit also Includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall consolidated financlal statement presentation,
We belleve that our audit provides a reasonable basis for our opinion.

In our opinion, the consollidated financlal statements referred to above present fairly, In all
material respects, the financial position of Community Action of Greater Indianapolis, Inc. and
Subsidiary, Franklin School Apartments, L.P. and 21% Street Senlors, L.P. as of December 31,
2008, and the changes in Its net assets and Its cash fiows for the year then ended In conformity
with accounting principles generally accepted in the United States of America, .

In accordance with Government Auditing Standards, we have also issued our report dated
September 9, 2009, on our consideration of Community Action of Greater Indianapolis, Inc. and
Subsidlary’s Internal control over financial reporting and our tests of Its compliance with certain
provisions of laws, regulations, contracts, and grants 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 controt over financlal reporting or on compliance. That report Is an Integral part of an
audit performed In accordance with Government Audfting Standards and should be considered in
assessing the results of our audit.




Our audit was performed for the purpose of forming an opinion on the basic consolidated
financlal statements taken as a whole. The accompanying schedule of expenditures of federal
awards on page 22 is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, “Audits of States, Lacal Governments, and Non-Profit
Organizations,” and Is not a required part of the basic consolidated financiat statements. The
consolidating statements of financlal position and activities on pages 25 through 26 are
presented for purposes of additional analysis rather than to present the financlal position and
activitles of the Individual companies and are not a required part of the basic financial
statements, Such Information has been subjected to the auditing procedures applied In the audit
of the basic consolidated financlal statements and, in our epinion, Is falrly stated, In all material
respects, in relation to the baslic consolldated financlal statements taken as a whole.

Jppeden, St 2 D ey P

Indianapolis, Indiana
September 9, 2009




Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21°* Street Seniors, L.P.

Consolidated Statement of Financial Position

December 31, 2008

Asseats

Current assets:

Cash and cash equivalents $ 1,705,873
Accounts receivable 7,267,488
Other assets 13,021
Total current assets 8,986,382

Property and equipment:

Land and land improvements 1,826,055
Property and equipment 9,997,430
11,823,485
Less: Accumulated depreciation (1,784,742)
Net property and equipment 10,038,743
Other assets:
Restricted deposits and funded reserves 173,802
Deferred costs, net of accumulated amortization 105,128
Total other assets 278,930
Total assets $19,304,055

Liabilities and Net Assets

Current [iabilities:

Current portion of long-term debt $ 94,128
Accounts payable 7,544,518
Defarred revenue 608,952
Short-term debt 135,000
Other llabilities 496,677
Total current liabllities 8,879,315
Long-term debt, net of current portion 3,855,249
Minority interests 4,504,264
Net assets:
Unrestricted net assets 2,015,227
Temporarily restricted net assets 50,000
Total net assets __ 2,065,227
Total Habllitles and net assets $19,304,055

The consolidated financial statements should be read only In conjunction with
the accompanyling summary of significant accounting policies {as described
In Note 1) and notes to consolldated financlal statements.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P, and 21 Street Seniors, L.P.

Consolidated Statement of Activities

Year Ended December 31, 2008

Changes in unrestricted net assets:
Revenues and other support:

Grant revenue $22,292,734
Day care center revenue 272,544
Other revenue 842,829
Rental Income 682,879
Interest 472
Total unrestricted revenues and other support 24,081,458

Net assets released from restrictions -

Total unrestricted revenues and

support and reclassifications 24,091,458
Expenses:
Program services: .

Energy and Weatherlzation 16,591,483

Chlldren and Youth 1,259,904

Housing and Welfare 3,667,126

QOther 205,524

21,724,037
Supperting services:

General and administrative 2,748,101
Total expenses 24,472,138
Asset Impalrment loss 2,294,886
Decrease in unrestricted net assets before minority interest {(2,675,566)
Minority interest loss 2,837,945
Increase in unrestricted net assets 262,378

Changes in temporarily restricted net assets:

Grant revenue 50,000
Increase In temporarlly restricted net assets 50,000
Increase In net assets 312,379
Net assets, beginning of year 1,752,848
Net assats, end of year $ 2065227

The consolldated financial statements should be read only In conjunction with
the accompanying summary of signlficant accounting policies (as described
In Note 1) and notes to consolidated financial statements,
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin Schoo!l Apartments, L.P. and 215 Street Seniors, L.P,

Advertising
Amortization

Bad debt

Bank charges
Beneflt payments

Community relations

Depreciation

Dues and
subscriptions
Employee benefits
Employee training
Insurance
Interest

Lease
Maintenance
Miscellanaous
Occupancy

Payroll taxes
Postage
Professional fees
Salarles and wages
Security

Student meals
Subsidy

Supplles

Taxes and licenses
Travel

Utilttles

Vehicie

Consolidated Statement of Functional Expenses

Year Ended December 31, 2008

Energy Chiidren Housing Program General
and and and Services and
Weatherization Youth Welfare Other Totals Administrative Total

$ 9,567 % 1,611 $ 2,028 $ 130 $ 13,336 $ 19,311 % 32,647
- - - - - 8,031 8,031
- - - - - 8,394 8,394
- 91 - - 91 2,846 2,937
15,517,338 17,506 3,486,169 - 19,021,013 1,607 19,022,620
4,355 35 1,664 1,023 7,077 14,892 21,969
- 49,222 3,211 - 52,433 426,155 478,628
936 3,186 664 35 4,821 5,277 10,098
38,086 71,951 14,833 26,619 151,489 115,456 266,945
1,943 4,458 332 1,030 7,763 4,236 11,999
15,776 13,612 6,589 930 36,907 62,705 99,612
- 63,395 - - 63,395 205,043 268,438
15,280 9,453 2,338 756 27,827 37,615 65,442
25,022 45,844 22,793 2,919 96,578 185,639 282,217
443 15,793 (2,050} 1,192 15,378 82,317 97,695
4,117 - 11,386 - 15,503 9,219 24,722
56,677. 46,021 4,776 5,152 112,626 87,502 200,128
5,844 752 1,731 - 8,327 12,834 21,161
22,868 14,573 28,609 6,378 72,428 121,166 193,594
608,478 628,803 55,878 41,285 1,334,444 945,563 2,280,007
2,532 i 1,404 117 4,054 6,174 10,228
- 79,937 - - 79,937 - 79,937
- - - 108,341 108,341 - 108,341
127,066 61,965 9,820 5,832 204,683 129,602 334,285
328 444 551 - 1,323 46,989 48,312
32,708 64,140 3,863 2,264 102,975 40,044 143,019
102,119 62,494 10,447 1,521 176,581 169,354 345,935
- 4,617 90 - 4,707 90 4,797

$ 16591483 $1,259,904 $3,667,126 $ 205,524 $21,724,037 $ 2,748,101 $24.472,138

The consolidated ftnanclal statements should be read only in conjunction with
the accompanying summary of significant accounting policles (as described
in Note 1) and notes to consoildated financial statements.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21° Street Seniors, L.P.

Consolidated Statement of Cash Flows

Year Ended December 31, 2008

Cash flow from operating activities:
Increase In net assets $ 312,379
Adjustments to reconcile increase in net assets to net cash
provided by operating activities:

Depreciation and amortization 486,659
Asset impairment loss 2,294,886
Minority interest loss (2,937,945)
Changes in assets and liabilities:
Increase in accounts receivable (2,687,372)
Decrease In other assets (162,880)
Increase in accounts payable 3,327,027
Decrease in deferred revenue (81,723)
Increase In other liabilitles {37,571)
Net cash provided by operating activities 513,460

Cash flow from investing activities:

Capital expenditures (7,353)
Proceeds from refund of deferred costs 29,000
Capital expenditures for deferred costs {11,371)
Net cash provided by investing activities 10,276
Cash flow from financing activities:
Repayments on long-term debt (86,974)
Borrowlngs on long-term debt 1,450,354
Repayments on construction loan (1,450,354)
Capital contributions from minority interest 132,754
Net cash provided by financing activities 45,780
Net increase in cash 569,516
Cash and cash equivalents, beginning of year 1,136,357
Cash and cash equivatents, énd of year £1,705,873

Supplemental disclosure of cash flow information:
Cash pald during the year for interest $ 263,606

" The consolidated financial statements shouid be read only In conjunction with
the accompanying summary of significant accounting policles (as described
in Note 1) and notes to consolidated financlal statements.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21 Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

1. Summary of Significant Accounting Policies
Nature of Activities

Community Action of Greater Indianapolis, Inc, (“"CAGI"), a not-for-proflt organization, exists to
develop, mobilize, stimulate and utilize resources for the purpose of eliminating the causes of
poverty and combating existing poverty in the metropolitan area of Indianapolls, Indlana, CAGI
also seeks to plan and develop programs which are designed to enable low-income familles and
Individuals to become more self-sufficient. Programs Include assistance in finding employment,
job training and counseling, Improvement of health, home management, housing and welfare,
vocational rehabllitation, and special remedial and other noncurricular educational assistance,
The majority of program services are energy refated. The operations also include CAGI Housing,
Inc. (“Housing”), CAGI 21% Street, LLC (*CAGI 21% Street”), a wholly owned subsidiary of
Housing, Frankiin School Apartments, L.P. (“FSA”) and 21 Street Senlors, L.P. (*21% Street
Senlors”). Housing and CAGI 21% Street, wholly owned by CAGI, facllitate the development and
operations of FSA and 21% Street Seniors affordable housing developments. Housing and CAGI
21% Street had no activity during 2008, See Notes 2 and 3.

Princlples of Consolidation

The consolidated financlal statements include the accounts of CAGI, Housing, FSA and 21%
Street Senlors {(collectively, the “Organization”}. All signlificant intercompany transactions and
balances have been eliminated In consolidation. Effective January 1, 2005, the Organization
adopted the provisions of Financial Accounting Standards Board (“FASB"} Interpretation No,
46(R), Consofidation of Variable Interest Entities, requiring the consolidation of FSA and 21%
Street Seniors.

Basis of Presentation

CAGI reports Its actlvitles In the following expense categories: program services and general and
administrative expenses, which consist of all other non-program expenses. Program services
include Energy and Weatherization, which provides low-income area residents financlal
assistance with energy costs; Children and Youth, which provides children with after-school
activities at the Boone County Academy and includes the Foster Grandparent Program; and
Housing and Welfare, which helps fund various basic repairs to eligible homes. Expenses that are
common to these two categories are allocated based upon management’s estimate. For example,
salarles and wages expense s allocated based on management’s estimate of employee time
spent on program services and general and administrative activities, Housing, FSA, and 21
Street Senlors do not report information In this manner, as they are “for-profit” enterprises and
are not program driven. Accordingly, all expenses for Housing, FSA and 21% Street Senlors are
included in general and administrative expenses.

CAGI reports [nformation regarding its financial position and activities in three classes of net
assets: unrestricted, temporatily restricted and permanently restricted. Houslng, FSA, and 21%
Street Senlors do not report thelr information is such classes as they are “for-profit” enterprises.




Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 215t Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

Unrestricted net assets Include resources which are not subject to donor-imposed restrictions
and those resources for which donor-imposed restrictions have been satisfied. Donor-restricted
contributions and grants whose restrictions were met In the same year are reported as
unrestricted support. Temporarlly restricted net assets Include assets of CAGI related to
contributions with explicit donor-lmposed restrictions that may or will be met either by action of
CAGI and/or the passage of time. Permanently restricted net assets include assets subject to
donor-imposed stipulations in that they are to be malntalned permanently by CAGIL.

Revenue and support are reported as increases in the appropriate category of net assets for
CAGI. Expenses are reported as decreases in unrestricted net assets for CAGI. Galns and losses
on investments are reported In the statement of activitles as increases or decreases in
unrestricted net assets uniess thelr use is restricted by explicit donor stipulations or by law, CAGI
had no permanently restricted net assets at December 31, 2008,

Basis of Accounting

The consolidated financial statements for CAGI are prepared In conformity with the basis of
accounting prescribed or permitted by the federal grantors, as listed in the schedule of
expenditures of federal awards. This basis of accounting differs from accounting principles
generally accepted in the United States of America. Except as described In the following
paragraphs, CAGI's, Housing's, FSA’s and 21% Street Senlors’ financial statements are prepared
using the accrual basis of accounting whereby revenues and assets are recorded when earned
and expenses and liabllities are recorded when incurred.

Inventory

Materlals and supplies are charged to expense during the perlod of purchase. As a result, no
Inventory Is recagnized for these items In the accompanying financial statements.

Property and Equipment

Property not purchased by CAGI with federal or state money Is recorded at cost, or at fair market
value as of the date recelved, if donated. Major expenses incurred which substantially Increase
the useful lives of exlsting assets are capltaiized. Maintenance, repalrs and minor renewals are
expensed as Incurred. CAGI depreclates buildings and related improvements over its astimated
useful life of 40 years using the straight-line method. Equipment Is depreclated over its
estimated useful life of five years using the stralght-line method,

Equipment purchased by CAGI with federal and state grant funds s charged to expense in the
perlod in which 1t Is purchased instead of being recognized as an asset and depreclated over its
useful life. As a result, the expenses reflected In the accompanying financial statements include
the cost of equipment purchased with federal and state grant funds during the year rather than a
provision for depreclation on equipment. The eguipment purchased Is used In the program for
which it was purchased or In other future authorized programs. Funding agencies obtained a
reversionary interest in any proceeds from the sale of equipment when the original acquisition
was pald with federal or state grant funds.

property and equipment received by CAGI without donor-imposed restrictions is classified as
unrestricted net assets.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21t Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

FSA and 21st Street Senlors record building and improvements at the initlal purchase price plus
the cost of the renovation. Construction period interest and certain hoiding costs have been
capitalized. The bulldings, site improvements, and personal property are depreciated using the
straight-line method over lves of 40 years, 15 to 20 years, and 5 to 10 years, respectively,
Repair and maintenance costs are expensed as Incurred.

Long-lived Assets

The Organization revlews the carrylng values of its long-lived assets for possible Impalrment
whenever events or changes in circumstances Indicate that the carrying amount of the assets
may not be recoverabie. Any long-lived assets held for sale are reported at the lower of thelr
carrying amounts or fair value less the estimated cost to sell. Recoverability for FSA and 21%
Street Senlors is measure by a comparison of the carrylng amount of the real estate to the
future net undiscounted cash flow expected to be generated by the rental property, including the
low-income housing tax credits and any estimated proceeds from the eventual disposition of the
real estate. If the real estate Is considered to be impaired, the impairment to be recognized Is
measured at the amount by which the carrying amount of the real estate exceeds the falr value
of such property. An impairment loss of $2,294,886 has been recognized in the Organizatlon’s
2008 consolidated financlal statements for impairment of FSA real estate,

Compensated Absences

Compensated absences are charged to expense when pald Instead of being accrued as a liability
when earned by the employee.

Revenue Recognition

CAGI recognizes revenues from cost-relmbursement grants In the perlod in which the related
expenses are incurred. Reimbursements requested for grant funds under cost-reimbursement
programs prior to related expenses belng Incurred are recognized as deferred revenue.
Revenues for Housing, FSA, and 21% Street Seniors are recognized when earned.

Income Taxes

CAGI Is a not-for-profit organization incorporated under the laws of the State of Indlana and Is
exempt from income taxes under Section 501(c)(3) of the Internai Revenue Code,

Housing, a C corporation, accounts for Income taxes in accordance with Statement of Financial
Accounting Standards No. 109, Accounting for Income Taxes, ("SFAS 109") as required. SFAS
109 provides for current and deferred tax llabilities and assets utilizing an asset and llability
approach. No current or deferred taxes were recorded at December 31, 2008,

FSA and 21% Street Senlors are organized as limited Hability partnerships under the Internal
Revenue Code. Income, gains, losses and credits are recognized by Individual partners.
Accordingly, no provision for federal and state taxes on revenue and net Income has been
recognized In the accompanying consolidated financlai statements.




Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21°* Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

Estimates

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and llabilitles, disclosure of contingent
assets and labllitles, and the reported amounts of revenues and expenses including asset
Impairment losses. Actual results could differ from those estimates.

Cash and Cash Equivalents

The Organization considers all highly liquid investments availlable for current use with an initial
maturity of three months or less to be cash equivalents.

Variable Interest Entities

in December 2003, the Financial Accounting Standards Board (“FASB") revised Interpretation
No. 46, Consolldation of Variable Interest Entities (“FIN 46(R)"}. FIN 46(R) requires that if a
company Is the primary beneficlary of a variable Interest entity, the assets, HHabilities, and results
of operations of the varlable interest entity be consolidated into the financial statements of the
company. CAGI and Housing adopted the provisions of FIN 46 (R) as of January 1, 2005 and,
accordingly, has consolidated the assets, lfabllities, and results of operations of FSA and 21
Street Seniors.

At December 31, 2008 and for the year then ended, FSA and 21® Street Seniors had assets of
$2,350,645 and $6,883,778, respectively; liabilities of $2,689,888 and $1,905,100, respectively;
and a net loss of $2,715,397 and $222,548, respectively,

Advertising Costs

The Organization Incurs advertising costs In the normal course of business, which are expensed
as incurred. Advertising costs totaled $32,647 during the year ended December 31, 2008,

2. Franklin School Apartments L.P
Organizational

FSA, an Indlana limited partnership organized In 2001, was formed to acquire, develop, and
operate a 48-unit affordable housing development (“Apartment Complex I") [n compliance with
Section 42 of the Internal Revenue Code of 1986. The units are rented to low-Income individuals
ylelding federal income tax credits to investors.

At lts Inception, FSA’s general and limited partners were Housing and CAGI, respectively. In
2003, FSA entered into an Amended and Restated Agreement of Limited Partnership ("FSA
Agreement”) with outside Investors. Among other things, the FSA Agreement stipulated the
withdrawal of CAGI as a limited partner and the admission of an Investor limited partner, Alllant
Tax Credit Fund XX, Ltd., and an administrative limited partner, Alllant Tax Credit XX, Inc. in
exchange for capital contributions of $3,669,231 and $100, respectively, subject to the
attainment of certain dates and milestones, The capltal contribution amount was based on the
vaiue of low-income housing credits and historic tax credits that FSA would be able to generate

1c




Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P, and 21 Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

annually. The Initial contribution of $100 from the general partner (Housing) was received In
2006.

In accordance with the FSA Agreement, 99.98% of the profits, losses, and tax credits are
distributed to the Alliant Tax Credit Fund XX, Ltd. and .01% Is distributed each to Alliant Tax
Credit XX, Inc. and the general partner. The sponsor and developer of the project continue to be
CAGI, the parent of the general partner, Housing,

Financing

The FSA Agreement required certain performance guarantees by Housing related to financing
including construction financing, permanent financing, and grants., At December 31, 2008, FSA
had the following long-term obligations:

s Mortgage note in the amount of $675,000, The mortgage accrues interest at the rate of
$7.63% per annum and matures on December 31, 2020, Payments of $5,045 are due
monthly. This note Is collateralized by certain FSA real estate, At December 31, 2008, the
outstanding balance on this note was $642,575.

» Affordable Houslng Grant in the amount $500,000. The grant is to be repaid to CAGI to
the extent of 75% of annual cash flow generated by FSA with any unpald amounts due on
December 31, 2032, The note Is Interest free and Is secured by a second mortgage on
Apartment Complex I. At December 31, 2008, the Intercompany receivabie/payabie
balances between FSA and CAGI have been eliminated in consolidatlon,

* HOME Investment Program Grant in the amount of $700,000. The grant is to be repaid to
CAGI on the earlier of December 31, 2033 or on the date of sale of Apartment Complex I,
This note bears interest at the rate of 4,9% per annum. The note Is secured by a third
mortgage on Apartment Complex 1. At December 31, 2008, the Intercompany
recelvable/payable balances between FSA and CAGI have been eliminated in
consolidation,

+ CDBG Grant in the amount of $25,000. This note Is to be repald to CAGI on
December 31, 2032, The note bears Interest at the rate of 5.69% per annum. The note is
secured by a fourth mortgage on Apartment Complex I. At December 31, 2008, the
Intercompany recelvable/payable balances between FSA and CAGI have been eliminated
in consolidation,

Operations

The operations of FSA are separate and distinct from the operations of CAGI and Housing.
However, CAGI and Houslng have entered Into management and guaranty agreements for the
development and management of Apartment Complex 1. Included in these agreements and In
the Amended and Restated Agreement of Limited Partnership are construction commencement
and completion dates, contributions to cover development deficits, lease-up of the residentfal
units, and maintenance and funding of any operating and replacement reserve accounts.

11




Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21°* Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

Development Fee

In accordance with the terms of the FSA Agreement, CAGI Is also due a development fee from
FSA in the amount of $475,000 for services rendered. The development fee is to be paid to CAGI
from avallable cash flow of Apartment Complex I as deflned In the FSA Agreement, Through
December 31, 2008, no payments had been made to CAGL At bDecember 31, 2008, the
Intercompany development fee payable/receivable between FSA and CAGI and related capitatized
costs have been eliminated In consolidation.

Other Terms

The FSA Agreement provides for the sale Apartment Complex I to third partles at the
administrative and llmited partner's optlon, after completion of the compliance period (defined as
15 taxable years beginning with the flrst taxable year or 2004}, The FSA Agreement also gives
CAGI the right of first refusal to acquire the administrative and limited investor partners’ interest
at the end of the compliance perlod for a sum equal to the minimum purchase price as defined in
the FSA Agreement. Furthermore, in the event of noncompliance, Housing and CAGI are required
to return the limited partners’ contributlons in accordance with the terms of the FSA Agreement,
At December 31, 2008, CAGI and Housing have satisfied the terms and conditions as stipulated
In the FSA Agreement, and the limited partners’ rescission rights have explred.

3. 21* Street Seniors L.P,
Organizational

21% Street Senlors, an Indiana {imited partnership organized tn 2003, was formed to acquire,
develop, and operate a 60-unit affordable housing development (“Apartment Complex II") in
compliance with Section 42 of the Internal Revenue Code of 1986. At December 31, 2008, the
Project is 100% complete.

At Its Inception, 21% Street Senlors’ general and limited partners were unrelated entlties. In
March 2005, 21% Street Senlors entered into Its Flrst Amended and Restated Limited Partnership
Agreement which stipulated the withdrawal of the original general partner and the admission of
CAGI 21% Street, LLC (an Indiana limited liability company wholly owned by Housing), In
November 2005, 21% Street Seniors entered Into the Second Amended and Restated Limited
partnership Agreement (“21% Agreement”) with outside Investors. Among other things, the 21%
Agreement stipulated the withdrawal of NRP Properties, LLC as limited partner and the admission
of an Investor limited partner, Great Lakes Capital Fund for Housing Limited Partnership XII in
exchange for a capltal contribution of $5,802,540 to be contributed based on the passage of time
and the attalnment of certaln milestones as defined In the 21% Agreement. In addition, the 21
Agreement required a $100 capital contribution from It new general partner. In accordance with
the terms of the 21% Agreement, 99.99% of the profits, losses, and tax credits are to be
distributed to the limited partner with the remainder being distributed to the general partner. At
December 31, 2008, the general and limited partners’ capltal contributions were $100 and
$5,767,243, respectively.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin Schoo!l Apartments, L.P. and 215t Street Seniors, L.P.

Notes to Consolidated FInanclal Statements

Year Ended December 31, 2008

Financing

The 21% Agreement required certaln performance guarantees by CAGI related to the construction
and permanent financing. 21% Street Senlors entered into a promissory note effective
November 21, 2005 to secure a construction loan with maximum borrowlngs of the lesser of
45,075,408 or 80% of the appralsed value of the project, On January 4, 2008, the outstanding
balance of the construction ioan of $1,450,354 was repald with proceeds from permanent
financing. The permanent financing Is evidenced by a muiti-family note in the amount of
$1,450,354. The note Is due In monthiy payments of $10,121 and accrues interest at 7.48% per
annum. The note is due February 1, 2026 and is collateralized by 21%' Street Seniors’ property
and equipment and by assignment of rents and leases,

Operational

The operations of 21% Street Senlors are separate and distinct from the operatlons of CAGI and
Housing. However, CAGI and CAGI 21% Senlors, LLC have entered into management and
guaranty agreements for the development and management of Apartment Complex IL. Included
in these agreements and in the Amended and Restated Agreement of Limited Partnership are
construction commencement and completion dates, malntenance of financlal covenants,
contributions to cover development deficlts, lease-up of the residenttal units, and malintenance of
any operating and replacement reserve accounts. At December 31, 2008, Apartment Complex 1t
s 100% complete,

Development Fee

In accordance with the terms of the Amended and Restated Development Agreement dated
November 23, 2005 and the 21% Street Agreement, CAGI and a third-party developer will be
paid a development fee for services rendered In the amount of $356,000 and $534,000,
respectively. The development fee Is to be pald simuitaneous with the capital contribution
recelved from the Investor limited partner as follows:

e $500,000 upon admission of the Investor limited partner (“"LP"}, due 2005; $3,158 was
outstanding at December 31, 2008;

¢ $100,000 upon receipt of the second capital contribution from LP, due 2006; $100,000
was outstanding at December 31, 2008;

«  $200,000 upon receipt of the third capital contribution from LP, due 2006; $200,000 was
outstanding at December 31, 2008;

« $70,000 upon recelpt of the fourth capltal contribution from LP, due 2007; $70,000 was
outstanding at December 31, 2008; and

+ $20,000 upon receipt of the fifth capita! contribution from LP, due 2007; $20,000 was
outstanding at December 31, 2008;

Through December 31, 2008, CAGI and the third-party developer have been pald $198,736 and
$298,106, respectively. The outstanding development fee payable to CAGI and the third-party
developer is $157,264 and $235,894, respectively at December 31, 2008, The Intercompany
development fee payable/receivable between 21% Street Senlors and CAGI and related revenue
and capitalized costs have been eliminated in consolidation. See Note 14,
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21 Street Senlors, L.P.

Notes to Consolidated Financlal Statements

Year Ended December 31, 2008

Other Terms

The 21% Street Agreement provides for the sale Apartment Complex I to third parties at the
administrative and limited partner's option, after compietion of the compliance perfod (defined as
15 taxable years beginning with the first taxable year), The 21% Street Agreement also glves
CAGI the right of first refusal to acquire the administrative and limited investor partners’ Interest
at the end of the compliance perlod for a sum equal to the minimum purchase price as deflned in
the 21% Street Agreement. Furthermore, In the event of noncompliance of certain performance
guarantees by CAGI, 215 Seniors and the contractor, the nvestor limited partner can requlre
CAGI and 21% Senlors to purchase Its interest in accordance with the terms of the 21% Street
Agreement,

4, Related Parties

The Organization has three additional corporations affillated with It: Community Economic
Development Corporation, CAAP Housing, Inc., and Community Action of Greater Indianapolls
Foundatlon, Inc.

Community Economic Development Corporation and CAAP Housing, Inc, require that their Board
members also be Board members of the Organization.

From tme to time, the Organlzation purchases and provides contracted services on behalf of
CAAP Housing, Inc. There were no revenues or expenses related to these activities for the year
ended December 31, 2008.

Community Economic Development Corporation and Community Action of Greater Indianapolis
Foundation, Inc. had no activity during the year ended December 31, 2008.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21°* Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

5. Property and Equipment

CAGI owns three bulldings and flve houses. The houses are used in the Organization's
Transitlonal Housing Program. Property and equipment for CAGI, FSA and 21st Street Senlors
conslst of the following:

December 31, 2008

Community
Action of
Greater Franklin 21st
Indianapolis, School Street
inc. and  Apartments, Senlors, Consolidating
Subslidiary L,P. L.P, Entries Consolidated
tand and land Improvements % 8,500 $ 50,000 $1,767,555 & - $ 1,826,055
Building and bullding
improvements, low-income
housing apartments - 2,957,154 4,806,520 {610,415) 7,153,299
Administrative buildings 752,710 - - - 752,710
Daycare center bullding 765,861 - - - 765,861
Houses 128,485 - - - 128,485
Building improvements,
daycare center 463,456 - - - 463,456
Personal propeity 16,694 47,782 608,518 - 672,994
Vehicles 60,625 - - - 60,625
2,196,331 3,054,976 7,182,593 {610,415) 11,823,485
Less accumulated depreciation (447,722) {743,116) (593,904) - {1,784,742)

$1,748,609 $2311.860 $6,58868% ¢ (610,415) $10,038,743
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21° Street Seniors, L.P.

Notes to Consolidated Financlal Statements

Year Ended December 31, 2008

6. Notes Payable

December 31,
2008
Note payable, bank, in 119 monthly instalfments of $8,892 and one
bafloon payment of $455,988, Including interest at 7.080%. Due October 1,
2015, Secured by substantially all of the assets of CAGI $ 849,078
Note payable, bank, noninterest-bearing. Forgivable by bank on the
15th anniversary of the completion date of the construction of the FSA
low-Income housing apartment bullding If provisions of the agreement are
complied with through the date of the note and no demand for payment
Is made prior to the 15th anniversary. Secured by a nmortgage on the
FSA apartment bullding. See Note 2. 500,000
Note payable, bank, in 59 monthly installments of $4,623 and one
halloon payment of $469,212, including interest at 8.55%. Due June 10,
2011, Secured by a mortgage on certain CAGI real estate, 498,102
Note payable, bank, in 61 monthly Installments of $724 with Interest at
2.44%. Due April 1, 2011, Collateralized by two vehicles. 20,369
Mortgage pavyable, bank, Ih monthly installments of $5,045, with interest
at 7.63% per annum. Due December 2020. Secured by a mortgage on
certaln FSA real estate, See Note 2, 642,575
Mortgage payable, bank, In monthly Installments of $10,121, with interest
at 7.48% per annum, Due February 2026. Secured by a mortgage on
certain 21st Street Seniors real estate. See Note 3. 1,439,253
3,949,377

Less current portlon (94,128)
Long-term portion $ 3,855,249
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21 Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

Scheduled minimum annual principal repayments of long-term debt in each of the next five years
are as follows:

Year Ending December 31,

2009 $ 94,128
2010 100,241
2011 555,358
2012 88,822
2013 95,652
Thereafter 3,015,176

$3,949,377

7. Pension Plan

CAGI has a 403(b) Plan (the “Plan”) In which employees who have completed 1,000 hours of
service may participate. Particlpants may contribute up to 20% of thelr pretax annual
compensation to the Plan and CAGI may make discretionary contributions to the Plan on behalf
of the employees. The particlpants are 100% vested after five years of credited service In the
discretionary contributions and immedlately vested in any participant contributions, CAGI made
no centributions to the Plan during the year ended December 31, 2008.

8. Concentrations
Funding

CAGI Is substantially funded by grants awarded by the federal government. The majority of the
agreements contain provisions which permit the arrangements to be terminated or the funds
provided to be reduced If the unit of government does not appropriate an adequate amount of
funds to maintaln the current funding levels, Any deferred revenue or excess funds on hand
under cost reimbursement grants at the termination date would be subject to refund if such
funds exceeded the accrued expenditures allowable under the grants and contracts at that date,

In the normal course of operations, CAGI receives grant funds from various federal agencles. The
grant programs are subject to audit by agents of the granting authority, the purpose of which Is
to ensure compitance with conditions precedent to the granting of funds. Management belleves
that any liabllity for reimbursement which may arise as the resuit of these audits would not be
material.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Eranklin School Apartments, L.P. and 21** Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

Cradit Risk

CAGI, FSA, and 21% Street Seniors maintain substantially all temporary cash investments at high
credit quality financlal Institutions. From time to time, such balances may exceed federally
insured limits. At December 31, 2008, cash accounts In excess of federally Insured amounts
totaled $1,248,930. The Organization has not experlenced any losses in such accounts and
belleves it Is not exposed to any significant credit risk on cash.

The State of Indlana accounted for approximately 98% of accounts receivable of CAGI at
December 31, 2008. Therefore, management belleves no allowance for doubtful accounts is
necessary as of December 31, 2008.

9. Lease Commitment

CAGI leases office space in two surrounding counties, These leases, requiring monthly payments
of $550 and %600, respectively, have expired as of December 31, 2008, however, CAGI
continues to lease these facllities on a month-to-month basis. CAGI also leases various office
equipment with monthly payments ranging from $230 to $1,328, which expire through October,
2012, Lease and occupancy expense related to the above leases totaled $88,999 for the year
ended December 31, 2008,

The minimum lease commitments for the above leases are as follows:!

Year Ending December 31

2009 § 63,295
2010 52,974
2011 52,974
2012 44,145

$ 213,388

10, Line of Credit

CAGI has a line of credit with a bank with maximum availability in the amount of $150,000.
interest Is payable monthly at the Bank’s prime lending rate plus 0.50% (3,75% at December
31, 2008). This line of credlt is due on demand and is secured by substantially all assets of CAGI.
The fine of credit had borrowtngs outstanding totaiing $0 as of December 31, 2008.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 215t Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

i1, Deferred Costs

Deferred costs represent mortgage financing and low-income housing tax credit monitoring costs
that are being amortized over their astimated useful lives of 15 to 20 years, Amortization
expense for the year ended December 31, 2008 totaled $8,031.

The following represents deferred costs and related accumulated amortization as of
December 31, 2008:

Description 2008
Mortgage finance costs $ 80,371
Low-income housing tax credit monitoring costs 38,892
Accumulated amortization {14,135)
Total deferred costs, net $105,128

12, Temporarily Restricted Net Assets

During the year ended December 31, 2008, the Organization recelved grants containing vartous
provisions restricting the purpose of the expenditures totaling $50,000. Accordingly, these grant
proceeds are classified as temporarily restricted net assets, with yearly reclassifications for actual
expenditures made In accordance with the grant agreements. Temporarily restricted net assets
totaling $50,000 as of December 31, 2008 are avallable to provide baslc human services as
defined the related Community Economic Rellef Fund agreement,

13, Subsequent Events

In June, 2009 CAGI 21% Street 1I, LLC ("CAGI 21% Street 117), a wholly-owned subsidiary of
Housing, entered into a limited partnership agreement to form 21% Street Seniors 11, L.P. (21*
Street Seniors I11) to acqulire, develop, malntain and operate a 60-unit mutti-family affordabie
housing development (“Apartment Complex I1"). CAGI 235 Street 11 Is the general partner and
the limited partner, the special limited partner, and the speclal interest limited pariner are
unrelated entlties. The partnership agreement requires varlous capital contributions of $10 from
the general partner, $7,060,000 from the fimited partner, $10 from the speclal limited partner,
and $10 from the special Interest limited partner, respectively, at varlous phases throughout the
project,

In June, 2009, 21% Street Seniors 11 entered Into a promissory note effective June 1, 2009 1o
secure a construction loan In the amount of $6,200,000. Interest on the note Is due in monthly
Instatlments at prime plus 2.0% and the note Is due In June, 2011 and Is guaranteed by CAGI,
Housing and the limited and speclal interest limited partner. The 21" Street Seniors II
agreement requires certaln petformance guarantees by CAGI and Housing related to the
construction, permanent financing, operating deficits and tax credit compliance. The agreement
also contalns certain repurchase obligations that could require the general partner to purchase
the Interest of the limited partner at a price equal to 110% of the limited partner capital
contributions in the event of noncompliance with certain performance guarantees.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21°* Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

14, Correction of an Error

During the year ended December 31, 2008, 21% Street Senlors discovered that the development
fee payable to the third-party developer In prior years was not correct. Accordingly, the financial
statements for the year ended December 31, 2007 have been restated to reflect the appropriate
amount of development fee payable to the third-party developer of $407,090. The effect of this
restatement on the financlal statements was to Increase other liabilitles payable and property
and eguipment by $126,739, respectively,

15, Fair Value Measurements

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement.” SFAS No. 157
defines fair value, establishes a framework for measuring fair value under generally accepted
accounting principles and expands disclosures about falr value measurements.

In February 2008, the FASB released FASB Staff Positlon ("FSP”) 157-2, “Effective Date of FASB
Statement No. 157% which delayed the effective date of SFAS No. 157 for all non-financlal
assets and non-financial liabillities, except those that are recognized or disclosed at fair value in
the financial statements on a recurring basls (at least annually).

The Organization adopted SFAS No, 157 for financlal assets and liabilities during the year ended
December 31, 2008,

SFAS establishes a three-level falr value hierarchy that prioritizes the Inputs used to measure fair
value. This hierarchy requires that the Organization maximize the use of obsetvable Inputs and
minimize the use of unobservable Inputs. The three levels of Inputs used to measure fair value

are as follows:
+ Level 1 - Quoted prices in active markets for identical assets or liabilities.

« Level 2 - Observable inputs other than quoted prices included in Level 1, such as quoted
prices for similar assets and llabilities In active markets, similar assets and liabllitles In
markets that are not active or can be corroborated by observable market data.

+ Level 3 - Unobservable inputs that are supported by little or no market actlvity and that
are significant to the falr value of the assets and llabilities. This Includes certaln pricing
models, discounted cash flow methodologles and similar techniques that use significant
unobservable inputs,

As of December 31, 2008, the Organization held certain financial assets and ilabllities that are
required to be measured at falr value on a recurring hasls, The following table presents
information on these assets and liabllities as well as the fair value hierarchy used to determine
thelr falr value:
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P, and 21 Street Seniors, L.P.

Notes to Consolidated Financial Statements

Year Ended December 31, 2008

Level 1;
Quoted Prices Level 2:
In Active Significant Total Fair
Markets for - Other Value at
Identical Obsearvable ~December 31,
Assets Inputs 2008
Assets
Cash and cash equivalents $ 1,705,873 $ - $ 1,705,873
Restricted deposits and funded reserves 173,802 - 173,802
Total $1.879675 $_ - $1.879.675
Liabilities
Short-term debt $ - $ 135,000 $ 135,000
Long-term debt, Including current portion _____ - 3,849,377 3,949,377
Total § - $ 4,084,377 $4.084.377

The carrying value for these assets and liabilittes approximated their falr value at December 31,
2008,

16. Recent Accounting Pronouncements

In June 2006, FASB Issued FASB Interpretation No. 48, “Accounting for Uncertainty In Income
Taxes” (FIN 48), which is effective for flscal years and Interlm perlods beginning after December
15, 2008 for non-public companies and organizations. FIN 48 Is Intended to clarlfy the
accounting for uncertainty in Income taxes recognized in an entlty’s financlal statements and to
improve disclosures to provide more information about the uncertainty related to Income taxes.
Management Is currently evaluating the Impact the adoption of FIN 48 will have on the
Organization's financial statements and disclosures.

In May 2009, FASB issued Statement No. 165, “Subsequent Events”, which Is intended to
establish general standards of accounting for disclosure of events that occur after the balance
sheet date but before the statements are issued or are avallable to be issued. FASB 165 Is
effective for Interim or annual financlal periods ending after June 15, 2009, Management is
currently evaluating the impact the adoption of FASB 165 will have on the Qrganization’s
financlal statements and disclosures,

17, Commitments and Contingencles
CAGI Is a party to action and claims arising In the ordinary course of business. In the opinion of

management and legal counsel, the claims and actlons can be resolved in a mannar which wili
not result In a materlal llabllity to CAGI.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 215 Street Seniors, L.P.

Schedule of Expenditures of Federal Awards

Year Ended Decentber 31, 2008

Federal Grantor/Pass-through Grantor/Program Title

Department of Health and Human Services:
Passed through Inditana Housing and Community Development Authority:
Community Services Block Grant
Low Income Home Energy Assistance

Passed through Indlana Family and Soclal Services Administration:
Child Care Development Fund

Total Department of Health and Human Services

Department of Energy:
Passed through Indiana Housing and Community Development Authority:
Weatherization Assistance for Low-Income Persons

Depariment of Housing and Urban Development:
Passed through City of Indianapolis:
Community Development Biock Grant

Passed through Indlana Housing and Community Development Authority:
Lower Income Housing Assistance Program - Section 8

Passed through Clty of Indianapolis and Marfon County Heaith Department:

LEAD Based Paint Hazard Control in Privately-Owned Housing Program

Passed through City of Indianapolis and Marlon County Health Department:

LEAD Hazard Reduction Demonstration Grant Program
Total Department of Houslng and Urban Development
Corporation for National Service:

Direct Program:

Foster Grandparents

United States Department of Agriculture:
Passed through Indiana Department of Education:
Child and Adult Care Food Program

Total federal awards expended
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Federal
CFDA Grant
Number Expenditures

93.569 $ 1,248,354
93,568 16,650,939

93.596 166,601

18,065,894

81.042 636,245

14.218 279,842
14,871 1,573,331
14.900 514,116
14,905 _ 734,239

3,101,528

94,011 225,857

10558 ____ 50,877

$22,080,401



Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21t Street Seniors, L.P.

Notes to Schedule of Expenditures of Federal Awards

Year Ended December 31, 2008

1. Baslis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”} summarizes the
federal award expenditures disbursed by Community Action of Greater Indianapolis, Inc. received
from the federal government for the year ended December 31, 2008,

For the purpose of the Schedule, federal awards include pass-through funds from grants and
contracts entered Into directly between the CAGI and state or local agencies and departments of
the federal government. Expenditures for these federal pass-through programs, as well as
nonpass-through programs, are recognized on the accrual basis of accounting.

Equipment

Equipment purchased with federal and state grant funds is charged to expense In the period in
which 1t is purchased instead of being recognized as an asset and depreciated over its useful life,
As a result, the expenses reflected in the accompanying financlal statements include the cost of
equipment purchased with federal and state grant funds during the year rather than a provision
for depreciation on equipment.

The equipment acquired is used In the program for which It was purchased or In other future
authorized programs. Funding agencies obtained a reversionary Interest in any proceeds from
the sale of equipment when the originai acquisition was pald with federal or state grant funds.

Property and equipment recelved without donor-imposed restrictions |s classified as unrestricted
net assets,

Inventory

Materlals and supplies are charged to expense during the period of purchase. As a result, no
inventory Is recognized for these Items in the accompanying financial statements,

Compensatad Absences

Compensated absences are charged to expense when pald Instead of being accrued as a Habllity
when earned by the employee.

2. Summary of Significant Accounting Policies for Federal Award Expenditures
Expenditures consist of direct and indirect costs. Direct costs are those that can be readily
identified with an Individual federally sponsored program. Beneflt payments made on behalf of an
eligibie recipient and the materials consumed by the program are examples of direct costs.
Unlike direct costs, Indirect costs cannot be readily identified with an Individually sponsored
project. Indirect costs are the costs of services and resources that benefit many projects as well

as non-sponsored projects and activities. Indirect costs primarlly conslst of expenses incurrad for
administration, payroll taxes and fringe benefits.
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Community Action of Greater Indianapolis, Inc. and Subsidiary,
Franklin School Apartments, L.P. and 21°" Street Seniors, L.P.

Notes to Schedule of Expenditures of Federal Awards

Year Ended December 31, 2008

3. Management Use of Estimates

The above basls of accounting requires management to make estimates and assumptions that :
affect the reported amounts of assets, llabliities, revenues and expenses and disclosures of
contingent assets and liabilitles reported in the Schedule of Expenditures of Federal Awards. ;

Actual results could differ from those estimates,
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AS& O

Agresta, Storms & O’Leary, PC

CERTIFIED PUBLIC ACCOUNTANTS

Report on Internal Control over Financial Reporting and on Compliance and Other Mattets
Based on an Audit of Financlal Statements Performed in Accordance with Government
Auditing Standards

To the Board of Directors of Community Actlon of
Greater Indianapolls, Inc. and Subsidiary

(an Indiana Not-For-Profit Corporation)

Indianapolis, Indlana

We have audlted the consolidated financial statements of Cornmunity Action of Greater Indianapolls,
Inc, and Subsidiary, Franklin School Apartments, L.P., and 21% Street Senlors, L.P. as of and for the,
year ended December 31, 2008, and have issued our report thereon dated September 9, 2009. We
conducted our audit in accordance with auditing standards generally accepted In the United States of
America and the standards applicable to financlai audits contalned In Government Auditing Standards,
issued by the Comptroller General of the Unlted States. The financlal statements of Frankiln School
Apartments, 'L.P, and 21% Street Seniors, L.P, were not audited In accordance with Goverament
Auditing Standards.

~ Internal Control over Financlal Reporting
In planning and performing our audit, we considered the Organization’s internal control over financial

reporting as a basls for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Organization's [nternal control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the Organization’s internal control over financlal reporting. i

A control deficiency exists when the design or operation of a control does not allow management or
employees, In the normal course of performing thelr assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficlency, or combination of
control deficiencies, that adversely affects the Organlzation's abllity to Initlate, authorlze, record,
process, or report financial data rellably in accordance with generally accepted accounting principles
such that there Is more than a remote likelthood that a misstatement of the Organization's financial
statements that is more than Inconsequential will not be prevented or detected by the Organization's
Internal control,

A material weakness Is a significant deficiency, or combination of significant deficiencies, that results In
more than a remote likelihood that a material misstatement of the financlal statements will not be
prevented or detected by the Organization's Internal control.

Our consideration of internal control was for the limited purpose described In the second paragraph
and would not necessarily identify ali deflclencies In internal controi that might be significant
deficlencies or material weaknesses. We did not Identify any deficlencies In internal control that we
conslder to be material weaknesses, as defined above, However, we noted other matters Involving
internal control and its operation that we have reported to the management of the Qrganizatlon in a
separate letter dated September 9, 2009,

27




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are
free of materlal misstatement, we performed tests of its compliance with certaln provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
materlal effect on the determination of financial statement amounts, However, providing an opinion on
compliance with those provisions was not an objective of our audlt and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards. However, we noted certain matters
that we have reported to management in a separate letter dated September 9, 2009.

This report is intended solely for the Information and use of the audit committee, board of directors,
management, others within the organization, and federal awarding agencies and pass-through entities
and is not Intended to be and should not be used by anyone other than these specified partles.

% Srerens i O Lowy P

Indianapolis, Indiana
September 9, 2009
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Agresta, Storms & O’Leary, PC

CERTIFIED PUBLIC ACCOUNTANTS

Report on Compliance with Requirements Applicable to Each Major Program and on Internal
Control over Compllance in Accordance with OMB Circutar A-133

To the Board of Directors of Community Action of
Greater Indianapolis, Inc, and Subsidiary

(an Indiana Not-For-Profit Corporation)

Indianapolls, Indlana

Compliance .
We have audited the compliance of Community Action of Greater Indianapolis, Inc. and Subsidiary with

the types of compliance requirements described In the U.S. Office of Management and Budget (OMB)
Clrcular A-133 Compliance Supplement that are applicable to each of its major federal programs for
the year ended December 31, 2008. The Qrganlzation’s major federal programs are identified In the
summary of auditor’s results section of the accompanying schedule of findings and questloned costs,
Compliance with the requirements of laws, regulations, contracts and grants applicable to Its major
federal programs Is the responsibility of the Organlzation’s management, Our responsibility Is to
express an oplnion on the Organization’s compliance based on our audit.

We conducted our audit of compliance In accordance with audlting standards generally accepted In the
United States of America; the standards applicable to financial audlts contained In Government
Auditing Standards issued by the Comptroller General of the United States; and the OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtaln reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred. An audit Includes examining, on a test
basis, evidence about the Organization’s compliance with those requirements and performing such
other procedures, as we considered necessary in the circumstances. We belleve that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
Organization’s compliance with those requirements.

As described In items 08-01 through 08-02 In the accompanying schedule of findings and questioned
costs, Community Actlon of Greater Indianapolis, Inc, and Subsldlary did not comply with requirements
regarding eligibility, allowable costs consideration and documentation that are applicable to the, LEAD
Based Palnt Hazard Control and ellgibllity consideration and documentation that are applicable to the
Energy Assistance program. Compliance with such requirements Is necessary, in our opinion, for
Community Action of Greater Indlanapolis, Inc. and Subsidiary to comply with requirements applicable
to those programs.

In our opinion, except for noncompliance described in the preceding paragraph, Community Action of
Greater Indianapolis, Inc. and Subsldiary complied, in all material respects, with the requirements
referred to above that are applicable to each of Its major federal programs for the year ended
December 31, 2008.
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Internal Control over Compliance

The management of Communlty Actlon of Greater Indlanapolls, Inc. and Subsidiary Is responsible for
establishing and maintaining effective Internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning and performing our
audit, we considered the Organization’s internal control over compliance with requirements that could
have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control In accordance with OMB Clrcular A-133, but not for the purpose of expressing an opinion on the
effectiveness of the Organization's Internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Organization's internal control over compliance.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and would not necessarlly identify all deficiencles in Internal control that might be significant
deficiencles or material weaknesses, However, as discussed In the accompanying schedule of findings
and questioned costs, we Identified certain deficiencies in Internal control that we consider to be
slgnificant deficiencies,

A control deficlency In an Organization’s Internal control over compliance exists when the design or
operatlon of a control does not allow management or employees, in the normal course of performing
thelr assigned functlons, to prevent or detect noncompliance with a type of compliance requirement of
a federal program on a timely basls. A significant deficlency s a control deficlency, or combination of
control deficlencles, that adversely affects the Organlzation's ability to administer a federal program
such that there Is more than a remote likellhood that noncompliance with a type of compliance
requirement of a federal program that is more than [nconsequential wili not be prevented or detected
by the Organization's internal control, We consider the deficiencies in internal control over compliance
described In the accompanying schedule of findings and questioned costs as 08-01 through 08-03 to
be significant deficlencies.

A material weakness Is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likellhood that material noncompliance with a type of compllance requirement of a
federal program will not be prevented or detected by the Organization's Internal control. We did not
consider the deficiencies described in the accompanylng schedule of findings and questioned costs to
be material weaknesses.

Our consideration of internal control over compliance was for the limited purpose described In the fifth
paragraph and would not necessarily identify all deficlencles in internal controi that might be significant
deficlencies or materlal weaknesses, We did not Identify any deficlencles in internal control over
compllance that we conslder to be material weaknesses, as defined above,

The Organization's response to the finding identified In our audit Is described in the accompanying
schedule of findings and questloned costs. We did not audit the Organization’s response and,
accordingly, we express no opinion on it,

This report Is intended solely for the Information and use of the Board of Directors, management,
others within the Organlzation, and federal awarding agencles and pass-through entitles and is not
Intended to be and should not be used by anyone other than these specified parties.

Aoy s s Gl T

Indianapolls, Indiana
September 9, 2009
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Community Action of Greater Indianapolis, Inc.

and Subsidiary

Schedule of Findings and Questioned Costs

For the Year Ended December 31, 2008

SECTION I—SUMMARY OF AUDITORS' RESULTS
Financial Statements
Type of auditors’ report issued:
Internal control over financtal reporting:
Matertal weakness{es} identified?
Significant deficiencies identified that are not considered to be material

vieaknesses?
Noncompliance materlal to the financlal statements noted?

Federal Awards
Internatl control over major programs;
Material weakness(es) identified?

Significant deflciencles Identified that are not consldered to be material
vicaknesses?

Type of auditor's report issued on compliance for major programs

Any audit findings disclosed that are required to be reported
in accardance with Circular A-133, Section .510(a)?

Identification of major programs

CFDA # Name of Federal Program or Cluster

53,569 Community Services Block Grant

93.568 Low Income Home Energy Assistance

14,871 Section 8 Housing Choice Vouchers

14,905 Lead Hazard Reduction Demonstration Grant

Dollar threshold used to distinguish between Type A and Type B programs:

Auditee qualified as a low-risk auditee?
SECTION IE—FINANCIAL STATEMENT FINDINGS

Mo matters were reported

31

Unqualified
yes X no
yes X no
yes X no
yes X no
X yes no
Qualifled
X yes no
662,412
yes X no




Community Action of Greater Indianapolis, Inc.
and Subsidiary

Schedule of Findings and Questioned Costs

For the Year Ended December 31, 2008

SECTION III ~ FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

COMPLIANCE FINDINGS

Dapartment of Housing and Urban Development

CFDA 14.905 Lead Hazard Reduction Demonstration Grant Program
FINDING NO. 08-01

Statement of Condition: Flles were not properly completed and maintained in accordance with
regulations. Documentation and other deficiencles noted in the
sample were:

Proof of income for resldents was not available,

Proper lead violation letters were not present.

Adequate documentation supporting the walver of the 25%
withholding requirement was not avaitable.

+ There appears to be potential confiicts of Interest, as the
contracts may have been awarded to parties related to the
property. Documentation of competitive bids was lacking In one
of these files,

Criterla; The Organization Is required to obtain proof of Income for all tenants
in a multifamily dwelling to ensure that the building is a qualifying
property under the grant provisions. The Organization Is required to
withhold 25% of a contract until a certified lead test is received, The
Organization Is required to obtaln a notification that lead samples
tested exceed EPA standards before work may be performed on a
particular property. Contracts should be awarded in compliance with
conflict of Interest policies defined in form HUD-51915-A.

Effect: Eligibility for the receipt of benefits cannot be verified without proof
of Income which could result in assistance being awarded incorrectly.
Work may be performed on property that does not qualify for
benefits under this grant.

Cause: The Organization does not have control over approval of contracts
and the related compliance requirements assoclated with the project.
Certain responsibilities of the Organtzation as noted in the contract
are effectively performed by the passthrough entity, The :
Organizatlon is facllitating the grant money while the passthrough -
entity Is managing many aspects of the project, ;

Questioned costs: Unknown
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Community Action of Greater Indianapolis, Inc.

and Subsidiary

Schedule of Findings and Questioned Costs

Recommendation:

Management response:

For the Year Ended December 31, 2008

The Organization should elther perform all of the procedures that
have been assigned to them In the contract or renegotlate the
contract to assign responslbllity for the project management to the
passthrough organization. In addition, control procedures over
compliance should be reviewed by management to determine their
effectiveness.

Management is currently working with the passthrough entity in
matching the contract responsibilities with the entity performing
those dutles. Management Is Implementing procedures o ensure
that all necessary documents are Included In the ciient files.
Management is also In the process of updating fts compiiance
procedures,

Departiment of Health and Human Seryices
CFDA 93.568 Energy Assistance

FINDING NO. 08-02

Staterent of Condition:

Criteria;

Effect:

Cause:

Questioned costs:

Recommendation:

Income verification documentation provided by certain cllents
appears to be incomplete. Proper documentation was hot Included n
files to support the amount of assistance calculated.

Eligibility files are required to be maintalned and include certain
information including:  applicant and dependent identification;
properly completed applications; Income verification and utility bill
verifications.

Eligibllity for the reciplents cannot be verified and the amount of
assistance awarded may not be correct due to the potential of too
many matrix polnts being awarded.

The control procedures over the Intake and intake quality control
procedures did not operate effectively, In addition, accepted income
verlflcation from a state agency may not contain current and
accurate information,

Unknown

Control procedures over the Intake and intake quality control
procedures should be reviewed by management to determine if they
are adequate. In addition, management should evaluate the use of
certain Income documentation to ensure that an accurate income
figure is used for reciplents,
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Community Action of Greater Indianapolis, Inc.

and Subsidiary

Schedule of Findings and Questioned Costs

Management response:

For the Year Ended December 31, 2008

The Organization continues to maintain an in-house quality control
system to monitor and maintain the accuracy and completeness of
eligibllity files. Management will evaluate lts income verification
procedures to ensure accurate income reporting.

INTERNAL CONTROL — SIGNIFICANT DEFICIENCY

FINDING NO, 08-03

Statement of Condition:

Criteria:

Effect:

Cause:

Questioned costs!

Recommendation:

Management response;

Certaln aspects of the Organization’s internal control system did not
function properly during the transition to its new accounting and
management information systems software.

Appropriate internal control procedures are required to ensure that
expenditures are charged to the appropriate fund or grant in the
cottect perlod.

The Organization has a risk that expenditures may be posted In the
wrong perlod or be charged to an improper fund or grant and not be
identified and corrected on a timely basls.

The Organization Implemented a new accounting software package.
The Implementation took place In December, 2008, resulting in a
transition perlod from the old accounting system near the close of
the flscal year.

None

Action should be taken to ensure that procedures assoclated with the
new software package are reviewed for effectiveness and revised, as
necessary.

Management acknowledges the issues assoclated with the transition
to the new accounting software package. The Organization asserts
that the new accounting software package will address internal
control and compliance deficlencles noted In prior years. As part of
the implementation, Management has modified procedures and
personnel roles in the Fiscal Department. Management expects the
new accountlng software and management information systems
package wiil asslst the Organization in operating more effectively.
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Community Action of Greater Indianapolis, Inc.

Finding No. 07-01, CFD

Statement of Condition:

Recommendation:

Current status:

and Subsidiary

Summary Schedule of Prior Audit Findings

For the Year Ended December 31, 2007

900, Lead Based Paint Hazard Control
Files were not properly completed and maintained for 4 of the files
selected for testing. In addition, the Organization did not properly
withhold 25% of the amount of one contract setected for testing.

Control procedures over compliance should be reviewed by
management to determine thelr effectiveness.

See current year Finding 08-01

Einding No. 07-02, CFDA 14.900, Lead Based Paint Hazard Control

Statement of condition:

Recommendation:

Current status:

A proper lead violation letter was not present In one flle tested,
There also appears to be a potential conflict of interest with the
contract being awarded to the property owner,

The Organization should either perform all of the procedures that
have been assigned to them I[n the contract or renegotiate the
contract to assign responsibllity for the project management to the
passthrough organization.

See current year Finding 08-01
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-Community Action of Greater Indianapolis, Inc.

and Subsidiary

Summary Schedule of Prior Audit Findings

For the Year Ended December 31, 2007

Finding No. 07-03, CFDA 93.568, Energy Assistance

Statement of Condition:

Recommencdation:

Current status:

Files were not properly completed and maintained for 2 of the 44
files selected for testing. Documentation deficiencles noted were:

¢ Proper documentation was not Included In 2 flles to support a
crisis assistance benefit.

Control procedures over the Intake and Intake quality control
procedures should be reviewed by management to determine if they
are adequate,

The Organization continues to maintain an In-house quality control
system to monitor and maintain the accuracy and completeness of
eligibility flies. The Organlzation has also Instituted a review log
system which requires all reviewed files to be logged, and the
Program Dlrector is now responsible for conducting a random
sampling of the reviewed files on a monthly basls to ensure
compliance with internal review procedures. The Program Director is
required to report revlew results to exacutive management. (See
current year finding 08-02.)

Finding No. 07-04, CFDA 81.042, Weatherization Assistance for Low-income Persons

Statement of condition:

Recommendation:

Current status:

Files were not properly completed and maintained for a sample of
files selected for testing. Documentation deficlencies noted were:

3 files selected did not contain proof of iIncome documentatlion.

+ 6 flles selected did not contain proof of home ownership or rental
documentation.

e 1 flle selected did not Include the client’s sighature to confirm
receipt of the lead based paint pamphlet,

The Organlzation also received a Weatherlzatlon Monttoring report
from the oversight passthrough organization that contained a
number of concerns and findings. These concerns and findings
included lack of proper documentation in the flles, inconsistencles
with calculations, and not procuring all necessary initlals and
slgnatures as required.

Control procedures and quallty control procedures should be
reviewed by management to determine If they are adequate,

Management has implemented new quality control procedures.
Management has also terminated or reassigned underperforming
personnel and hired qualifled personnel to oversee the
Weatherization and Lead programs.
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Community Action of Greater Indianapolis, Inc.

and Subsidiary

Summary Schedule of Prior Audit Findings

For the Year Ended December 31, 2007

Finding No, 07-05, CFDA 14.871, Saction 8 Housing Cholce Vouchers

Statement of condition:

Recommendation:

Current status:

Written policies and procedures are not in place for Interim
reexaminations. In addition, tenant flles tested did not contain all
appropriate documentation for Interim reexaminations

Actlon shouid be taken to ensure that written policies and procedures
for interim reexaminations are adopted and that personne! are
trained and monitored.

In 2008, management implemented policies and procedures for
Interim reexaminations In accordance with HUD guidelines,

Finding No. 07-06, Internal Contro!, Significant Deficiency

Statement of condition:

Recommendation:

Current status:

The Organlzation’s Internal control system over payroll Jacks an
adequate monitoring function.

Actlon should be taken to ensure that procedures are In place to
review pavyroll entries. In addition, management should implement
procedures to timely inactivate obsolete grants and funds in the
accounting software In order to prevent improper posting.

In December 2008, management implemented a new accounting

system 1o address deficiencies In internal control and management
information systems.
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