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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

November 3, 2011

Board of Directors

Alliance for Community inclusion, Inc.
d/b/a Fifth Freedom Network

4606-C E. State Blvd., Ste. 102

Fort Wayne, IN 46815

We have reviewed the audit report prepared by Krouse, Kern & Co., Inc., Independent Public
Accountants, for the period January 1, 2009 to December 31, 2009. 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 Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom Network, as of December 31, 2009, and the
results of its operations for the period then ended, on the basis of accounting described in the report.

The Independent Public Accountants’ report is fited with this letter in our office as a matter of public
record.

STATE BOARD OF ACCOUNTS
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May 25,2010

Board of Directors

Alliance for Commmunity Inclusion, Inc.
d/b/a Fifth Freedom Network

Fort Wayne, Indiana

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statements of financial position of Alliance for Community Inclusion,
Inc. d/b/a Fifth Freedom Network, (“Organization”), Fort Wayne, Indiana, as of December 31, 2009 and
2008, and the related statements of activities, functional expenses and cash flows for the years then ended.
These financial statements are the responsibility of the Organization’s management. Our responsibility 1is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards and the standards
for 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 includes
exarmining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion the financial statements referred to above present fairly, io all matenial respects, the
financial position of Alliance for Commumity Inclusion, Inc., d/b/a Fifth Freedom Network, as of
December 31, 2009 and 2008, and the changes in net assets and its cash flows for the years then ended, in
conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a combined report dated
May 25, 2010 on our consideration of Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom
Network’s internal control over financial reporting and compliance with certain provisions of laws,
regulations, contracts, and grant agreements. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and the results of that testing and not to provide an
opinion on the intemal control over financial reporting. That report is an integral part of an audit in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Kirwar, "o 3 Go e,

KROUSE, KERN & CO., INC.



ALLIANCE FOR COMMUNITY INCLUSION, INC.

d/b/a FIFTH FREEDOM NETWORK

Statements of Financial Position
December 31, 2009 and 2008

ASSETS

2009 2008
CURRENT ASSETS:
Cash and cash equivalents 833 -
Accounts receivable 36,393 39,584
Prepaid expenses and deposits 7,239 2,707
Total Current Assets 44,465 42,291
EQUIPMENT 25,761 20,637
Less: Accumulated depreciation 10,052 6,815
Total Net Equipment 15,709 13,822
TOTAL ASSETS 60,174 56,113
LIABILITIES AND NET ASSETS
LURRENT LIABILITIES:
Accounts payable and accrued expenses 134 1,115
Checks drawn in excess of cash 1,013 3,800
Accrued payroll and taxes 2,514 2,593
Line of credit payable 15,000 23,000
Total Current Liabilities 18,661 30,508
NET ASSETS:
Unrestricted 32,533 25,605
Temporarily restricted 8,980 -
Total Net Assets 41,513 25,605
TOTAL LIABILITIES AND NET ASSETS 60,174 56,113

See Notes to Financial Statements.
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ALLIANCE FOR COMMUNITY INCLUSION, INC,
d/b/a FIFTH FREEDOM NETWORK

Staternents of Cash Flows
for the years ended December 31, 2009 and 2008

2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets $ 15,908 $ 5,152

Adjustments to Reconeile Change in Net Assets to Net Cash

Flows From Operating Activities:

Depreciation 3,557 2,428
Loss on disposal of equipment 480 1,070
Changes in Operating Assets and Liabilities:
Receivables 3,191 (835)
Prepaid expenses and deposits (4,532) 1,020
Accounts payable (981) (14,7003
Checks drawn in excess of cash (2,787) 3,800
Accrued expenses (79) 130
Net Cash Flows From Operating Activities 14,757 (1,935)
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of equipment (5,924 (8,487)
CASH FLOWS FROM FINANCING ACTIVITIES:

Net advances from (payments on) line of credit (8,000) 8,800
Net increase (decrease) in cash and cash equivalents 833 (1,622)
Cash and cash equivalents at beginning of year - 1,622
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 833 $ -
SUPPLEMENTAL CASH FLOW INFORMATION:

Cash paid during the year for:

Interest $ 596 $ 1,099
Donated materials, professional services and equipment $ 5,865 $ 2,501
Cash and cash equivalents at year-end are detailed as follows:

Cash and cash equivalents — unrestricted : $ (8,147 $ -

Cash and cash equivalents — temporarily restricted 8,980 -

$ 833 $ -

See Notes to Financial Statements.



NOTE 1.

NOTE 2.

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements

NATURE OF ACTIVITIES

Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom WNetwork (the
“QOrganization”) is a nonprofit organization operating independently since 2004.
The Organization is dedicated to changing policies and institutions that limit the
full societal inclusion of people with disabilities in Indiana. The Organization
receives the majority of its support from a federal pass-through grant from the state
of Indiana.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING:

The financial statements for the Organization have been prepared on the accrual
basis. Accordingly, revenues are recognized when earned and expenses are
recognized when incurred.

BASIS OF PRESENTATION:

The financial statements have been prepared in accordance with Statement of
Financial Accounting Standards No. 117 (FASB ASC 958-205), Financial
Statements of Not-for-Profit Organizations. FASB ASC 958-205 requires, among
other things, that the financial statements report the changes in and total of each of
the net asset classes, based upon donor restrictions, as applicable. Net assets are to
be classified as unrestricted, temporarily restricted and permanently restricted.

The following classes of net assets are maintained:

Unrestricted Net Assets:

The unrestricted net asset class includes gencral assets and liabilities of the
Organization. The unrestricted net assets of the Organization may be used at the
discretion of management to support the Organization’s purposes and operations.

Temporarilv Restricted Net Assets:

The temporarily restricted net asset class includes assets of the Organization related
to gifts with explicit donor-imposed restrictions that have not been met as to
specified purpose, or to later periods of time or after specified dates. Unconditional
promises to give that are due in fiture periods and are not permanently restricted
are classified as temporarily restricted net assets.



NOTE 2.

 ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

USE OF ESTIMATES:

The preparation of financial statements in conformity with generally accepted
accounting principles 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 revenues and expenses during the reporting period. Actual results could differ
from those estimates.

INCOME TAXES:

The Alliance for Conmmunity Inclusion, Inc. d/b/a Fifth Freedom Network, is
classified as a publicly supported organization, qualifies as a tax-exempt
organization under 501{c)(3) of the Internal Revenue Code and qualifies for the
50% charitable contribution deduction limitation. Therefore, no provision for
mcome taxes has been provided.

The Organization adopted the provisions of FASB Interpretation No. 48, 4ccounting
Jor Uncertainty in Income Taxes (FASB ASC 740-10), on January 1, 2009. As a
result of the implementation, the Organization had no need to record any
unrecognized tax benefits.

The Organization files tax returns in the U. 8. federal jurisdiction and the State of
Indiana. The Organization is no longer subject to U. S. federal, state and local income
tax examinations by tax authorities for years before 2006.

CONTRIBUTIONS:

The Organizafion accounts for contribufions in accordance with the
recommendations of the Financial Accounting Standards Board in SFAS No. 116
(FASB ASC 958-605), Accounting for Contributions Received and Contributions
Made. In accordance with FASB ASC 958-605, confributions received are recorded
as increases in umrestricted, temporarily restricted or permanently restricted net
assets, depending on the existence or nature of any donor restrictions.

All donor-restricted contributions are reported as increases in temporarily or
permanently restricted net assets depending on the nature of the restriction. When a
restriction expires (that is, when a stipulated time restriction ends or purpose of the
restriction is accomplished), temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets
released from restrictions.



NOTE 2.

ALELJANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

GRANTS.

Grants require the fulfillment of certain conditions as set forth in the instrument of
the grant. Fatlure to fulfill the conditions could result in the return of the funds to
grantors. However the Board deems the contingency remote, since by accepting the
grants and their terms, it has accommodated the objectives of the Organization to
the provisions of the grant.

CASH AND CASH EQUIVALENTS:

For purposes of the statement of cash flows, the Organization considers all highty
liquid debt instruments with an original maturity of three months or less when
purchased to be cash equivalents.

ACCOUNTS RECEIVABLE:

Accounts receivable represent expense reimbursements due from the State of
Indiana’s Governor’s Planning Council for People with Disabilities and other
partnering organizations. Management believes the accounts receivable at
December 31, 2009 and 2008 to be fully collectible and therefore no allowance for
uncollectible accounts has been made.

EQUIPMENT:

Depreciation is computed over the estimated useful life of the assets using the
straight-line method. Acquisitions of property and equipment in excess of $120 are
capitalized. Deonated equipment is recorded at fair market value at the date of the
donation. Purchased equipment is recorded at cost.

Expenditures for major additions and betterments that extend the useful lives of
property and equipment are capitalized. Expenditures for maintenance and repairs
are charged to expense as incurred,



NOTE 2.

NOTE 3.

NOTE 4,

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
IN-KIND DONATIONS:

Donated services, which create or enhance financial assets and which would
otherwise be purchased, materials, and equipment are recorded at their fair market
value as of the date received and recorded in the statement of activities, The
Organization receives a substantial amount of donated time from community-based
volunteers. The value of these services, as determined by the State of Indtana
Governor’s Planning Council for People with Disabilities, was $315,702 and
$143,688 as of December 31, 2009 and 2008, respectively. These services did not
meet the requirements for revenue recognition under Statement of Financial
Accounting Standards No. 116 (FASB ASC 958-605) Accounting for
Contributions Received and Contributions Made and have not been recorded in the
financial statements of the Organization. Had the above in-kind services been
included n the financial statements, the expense allocation percentages would be
as follows; 88% program, 8% management and general and 4% fundraising for
2009 and 80% program, 15% management and general and 5% fundraising for
2008.

ALLOCATION OF EXPENSES

The costs of providing various programs and other activities have been summmarized on a
functional basis in the statement of activities and schedule of functional expenses.
Accordingly, certain costs have been allocated among the prograrns and supporting
services benefited. The following program and supporting services are included in the
accompanying financial statements:

Program — Includes the functions necessary to promote and fulfill the Organization’s
mission.

Management and General — Includes the functions necessary for management and overali
direction of the Organization.

Fundraising — Provides the structure necessary to encourage and secure private financial
support from individuals, foundations and corporations.

CONCENTRATION OF REVENUE SOURCES

Approximately 92% and 96% of the Organization’s revenue and support and 99% of
outstanding receivables is derived from a federal pass-through grant from the State of
Indiana Governor’s Planning Council for People with Disabilities as of December 31,
2009 and 2008, respectively. A significant reduction in the level of this support, if it were
to occur, may have an effect on the operations of the Organization.

10



NOTE 5.

NOTE 6.

NOTE 7.

NOTE 8.

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Coniinued)

LINE OF CREDIT

The Organization has entered into an agreement with Lake City Bank for a revolving line
of credit in the amount of $25,000. The line of credit bears interest at the Bank’s base rate
plus 1.75% (5.75% and 5.0% as of December 31, 2009 and December 31, 2008,
respectively), and is secured by accounts receivable, contract rights, inventory, equipment
and general intangibles. The outstanding balance was $15,000 and $23,000 as of
December 31, 2009 and 2008, respectively.

OPERATING LEASES

The Organization leased office space under an operating lease that expired on
December 31, 2008. The agreement required monthly payments of $475. The
Organization also rented parking space, meeting space, and equipment on an as needed
basis throughout the year,

In 2008, the Organization entered into an agreement to lease office space at a new
location. The agreement expires in 2013 and requires monthly payments from
$925 - §1,025. Rent expense for the years ended December 31, 2009 and 2008 was
$11,850 and $8,242, respectively.

Future minimum lease payments under non-cancellable operating leases having an initial
term in excess of one vear as of December 31, 2009 are:

2010 $ 11,700
2011 11,700
2012 12,000
2013 12,300
2014 _

$ 47,700

TEMPORARILY RESTRICTED NET ASSETS

Net assets were available for the following purpose as of December 31:

2009 2008

Grant for computers and project intern $ 8,980 $ -

SUBSEQUENT EVENTS
In preparing these financial statements, the Organization has evaluated events and

transactions for potential recognition or disclosure through May 25, 2010, the date the
financial statements were available to be issued.

11
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May 25, 2010

Board of Directors

Alliance for Community Inclusion, Inc.
d/b/a Fifth Freedom Network

Fort Wayne, Indiana

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom
Network as of and for the years ended December 31, 2009, and have issued our report thereon dated May 25,
2010. We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Alliance for Community Inclusion, Inc. d/b/a Fifth
Freedom Network’s internal control over financial reporting as a basis 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 Alliance for Community Inclusion, Inc. d/b/a Fifth Treedom Network’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Organization’s internal control over financial reporting.

A control deficiency exists when the design or operation of a contro! does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
organization’s ability to initiate, authorize, record, process, or report financial data retiably in accordance with
generally accepted accounting principles, such that there is more than a remote likelihood 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 financial statements will not be prevented or
detected by the organization’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

12



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Alliance for Community Inclusion, Inc. d/b/a Fifth
Freedom Network’s financial statements are free of material misstatement, we performed tests of its compliance -
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, 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.

This report is intended solely for the information and use of the management, Board of Directors, 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 parties.
%M&@!—j mu- 72 @.}d—tz,

KROUSE, KERN & CO., INC.
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