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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 LaCasa,
Inc., as of December 31, 2013, and the results of its operations for the period then ended, on the basis of
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INDEPENDENT AUDITOR’S REPORT

To the Board of Direciors
LaCasa, Inc. and its subsidiaries
Goshen, Indiana

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of LaCasa, Inc. and its subsidiaries
(a not for profit Organization) (the Organization), which comprise the consolidated statements of financial
position as of December 31, 2013 and 2012 and the related consolidated statements of activities and cash
flows for the years then ended, and the related notes to the consclidated financial statements,

Management's Responsibility for the Consolidated Financial Stafements

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

Auditor’s Responsibility

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

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

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, In all material
respects, the financial position of LaCasa, Inc. and its subsidiaries as of December 31, 2013 and 2012,
and the changes In its net assets and cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America. o




INDEPENDENT AUDITOR'S REPORT (CONTINUED)

Supplemental Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The accompanying Schedule of Expenditures of Federal Awards, as required by Office of
Management and Budget Circular A-133, Audits of Stales, Local Governments, and MNon-Profit
Organizations, is presented for purposes of additional analysis and is not a required part of the
consolidated financial statements. Such information is the responsibility of management and was derived
from and relates directly o the underlying accounting and other records used fo prepare the consolidated
financial statements. The information has been subjected to the auditing procedures applied in the audit of
the consolidated financial statements and certain addiional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used fo prepare the
consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the
consolidated financial statements as a whole. '

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 6, 2014
on our consideration of the Organization’s Internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and ofher
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 internal control
over financial reporiing or on compliance. That report Is an integral part of an audit performed in
accordance with Government Audifing Standards In considering the Organization’s internal control over
financlal reporting and compliance.

W *W_ CAAs

Scuth Bend, indiana
March 8, 2014
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LACASA, INC. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended Becember 31, 2013 and 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets

Adjustments fo reconcile change in net assets
fo net cash provided by operating activities

Depreciation

Valuation expense

Loss on sale of assets
‘Change in beneficial interest

Change in assets (increase) decrease
Recejvables

Prepaid expenses

Other assels

Change in liabilities increase (decrease)
Accounts payable and accrued expenses
Advances on confract

Total adjustments

Net cash providéd by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures

Sale of investments other

Proceeds from sale of assets

Net cash used in investing aclivities

CASH FLOWS FROM FINANCING ACTIVITIES
Net decrease In lines of credit

Principal payments of noles payable

Proceeds from notes payable

Net cash used in financing activities

(Decrease) increase In cash

Cash, beginning of year

Cash, end of year

Supplemental disclosure of cash flow information:

Cash paid during the year for;
Interest .

See Notes to Consolidated Financial Statemenis.

5

2013 2012

$ 1,816,902 $ 330,562
207,952 202,566
24.104 20,444

12,023 79.008

(6,860) (3,634)
(737,026) 587,213
(4,971) (16,372)

5,201 823

304,679 (108,086)
(33,059) (376,067)
(227,957) 385,895
1,588,045 716,457
(1,715,459) (596,813)
250,391

183,000 329,460
(1,532,459) (16,962)
(27,000) (95,000)
(143,9686) (411,018)

25,000

(145,956) (507,016)
(89,480) 192,479
1,004,403 811,024

$ 914,923 $ 1,004,403
$ 81,241 $ 99,726




Note 1.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Nature of Activities and Significant Accounting Policies
Natﬁre of Activities: |

The consolidated financlal statements of LaCasa, Inc. and its subsidiaries (the Organization)
have been prepared on the accrual basis. The significant accounting policies followed are
described below to enhance the usefulness of the consolidated financial statements to the
reader.

The Organization works in parinership with individuals and communities fo create
opportunities for personal growth, family stability and neighborhood Improvement.

A significant portion of the business of the Organization involves the purchase and renovation
of single family properties for resale to low fo moderate income families in Elkhart County,
Indlana. The cost of acquisition and repairs normally exceeds the value of the property.
Generally, subsidies are received from grants and contracts to underwrite the difference
between value and cost. The Organization's services are funded through contributions,
governmental grants, private foundation grants, rental recelpts and program fess.

Significant Accounting Policies:

" Basis of preseniation — Financial statement presentation follows the recommendations of

the Financial Accounting Standards Board in its' Accounting Standards Codification (ASC)
958, Financial Statements of Not for Profit Organizations. Under ASC 958, the Organization
is required to report information regarding its financial position and activities according to
three classes of net assets; unrestricted net assets, temporarily restricted net assets, and
permaneantly restricted net assets. ‘ ’

. Unrestricted Net Assels — Reflect assets which have not been restricted as to use by
donors,

Temporarily Restricted Net Assets — Reflect contributed assets whose use by the
Organization has been limited by donors for a specific time period or purpose.

Permanently Restricted Net Assets — Reflect contributions with donor imposed restrictions
which do not expire and which allow, in certain cases, only the income earnad thereon to be
expended by the Organization.

Consolidated statements of financial position - The statements of financial position of

most organizations show separate classifications of current assets and current liabilities
permitting a ready determination of working capital. The Organization has several assets and
liabilities for which the current/noncurrent distinction is deemed, in practice, difficult o
determine. Therefore, the Consolidated Statements of Financial Position are presented as
unclassified and the assets and the liabilities are listed in the projected order of liquidity as-
permitted by ASC 958,

Consolidation - The consolidated financial statements include the results of operations and
account balances of LaCasa, Inc. and its wholly owned subsidiarles; LaCasa Housing
Gorporation, Lincoln Avenue Housing Corporation, LaCasa RC Development Gorporation and
LaCasa WTP Development Corporation. All material intercompany balances and transactions
have been eliminated.




Note 1.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Nature of Activities and Significant Accounting Policies {continued)

Consolidation (continued)

LaCasa Housing Corporation, a wholly owned subsidiary of LaCasa, Inc., is a general partner
in Arbor Ridge Apartments, L.P. The partnership owns a parcel of real estate upon which
seventy two resldential units have been developed in Goshen, Indiana.

Lincoln Avenue Housing Corporation, a wholly owned subsidiary of LaCasa, Inc., is a general
partner in Lincoln Avenue Redevelopment, L.P. The partnership owns two parcels of real
estate upon which twenty eight residenfial units have been developed in Goshen, Indiana.

LaCasa RC Development Corporation, a wholly owned subsidiary of LaCasa, Inc., is a
general partner in Roosevelt Center, L.P. The parinership owns a parcel of real estate upon
which thirty five residential units have been developed In Elkhart, Indiana.

LaCasa WTP Development Corporation, a wholly owned subsidiary of LaCasa, Inc., is a
general partner in Elkhart Senior Housing, L.P. The partnership owns a parcel of real estate
upon which fifty two senior residential units have been developed in Elkhart, Indiana.

Functional allocation of expenses - The costs of providing the various programs and other
activities have been summarized on a functional basis in the Consolidated Statements of
Activities. Accordingly, certain costs have been allocated among the program and supporting
service expenses.

Estimates - The preparation of consolidated financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumpfions that affect ceriain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Grants_receivable - Support received under governmental grants is recorded based on
expenses Incurred because these granis are on a cost reimbursement basis, Granis
receivable represent amounts dus for expenses incurred prior to year end and are considered
fully collectible by management. ’

Loans and tenant receivables - Loans and tenant receivables are recorded at the amount
the Organization expects to collect on balances outstanding at year end. The Organization
reserves for uncollectible balances. The allowance is based on prior years of experience and
management's analysis of specific receivables. The allowance for doubtful accounts was
$68,013 and $77,248 at December 31, 2013 and 2012, respectively.

Contributions - Confributions received are considered to be available for unrestricted use
unless specifically restricted by the donor. Contributions are recognized when the donor
makes a promise to give to the'Organization that is, in substance, unconditional,
Contributions that are restricted by the donor are reported as increases in unrestricted net
assels if the resfrictions expire in the fiscal year in which the contributions are recognized. All
other donor restricled confributions are reported as increases in temporarily or permanently
restricted net assets depending on the nature of the restrictions. When a restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished,
temporarily restricted net assets are reclassified fo unrestricted net assets as satisfaction of
prograrm restrictions.




Note 1.

LACASA, INC. AND- ITS SUBSIDIARIES -
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Nature of Activities and Significant Accounting Policles (continued)
Contributions (continued)

Permanently restricted net assets are those assefs contributed with donor stipulations that
they be held in perpetuity with use of income for unrestricted or temporarlly restricted
purposes. The NeighborWorks America Capital Fund, which grants funds for real estate
development, falls within this class of net assets. The corpus of the fund must be maintained,
but interest and investment income is unrestricted. -

The Organization uses the allowance method to determine uncollectible unconditional
promises receivable, The allowance is based on prior years of experience and man-
agement's analysis of specific promises made.

Property and equipment - Property and equipment received as a donation is recorded and
reflected in the accompanying consolidated financial statements at its fair -market value.
Donations of property and equipment are reported as unrestricted support unless the donor
has reslricted the donated asset fo a specific purpose. Assets donated with expiicit
restrictions regarding their use, and contributions of cash that must be used to acquire
property and equipment, are reported as restricted support. Absent donor stipulations
regarding how long those donated assets must be maintained, the Organization reports
expirations of doner restrictions when the donated or acquired assets are placed in service as
instructed by the donor. The Organization reclassifies temporarily restricted net assets to
unrestricted net assets at that time.

Purchased property and equipment are stated at cost. Maintehance and repairs are charged
to expense as Incurred while major renewals and betterments are capitalized. When itemis of
property or equipment are sold or retired, the related cost and accumulated depreciation Is
removed from the accounts and any gain or loss Is included in the consolidated statement of
activities. Depreciation is computed using the straight line method over the following
estimated useful lives of the assets.

Buildings 10-30 years
Real estate rental properties 30-40 years
Furniture and equipment 3-7 years
Vehicle 7 years

Income taxes ~ The Organization’s policy is to record an unrecognized tax benefit from an
uncertain tax position only if it is more likely than not that the tax position will be sustained
upon examination by the tax authorifies. Interest and penallies related io gross unrecognized
tax benefits would be included within the provision for income taxes. To the extent accrued
interest and penalties do not ultimately become payable, amounts accrued would be reduced
in the period that such determination is made and reflected as a reduction of the overall
income tax provision. The Organization doss not have any unceriain tax positions at
December 31, 2013. The Organization files a federal and an Indiana state tax return.,
Management belleves the tax years that remain subject to examination by the federal and
Indiana tax jurisdictions date back to the year ending December 31, 26710.




_Note 1.

Note 2.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Nature of Activities and Significant Accounting Pollcles (continued)

Beneficlal interest in assets held by the Elkhart County Community Foundation
(Community Foundation) - The Organization records periodic distributions of income and
realizes changes in the market value of its beneficial interest as gains {losses) in the
consolidated statements of activities.

GCash and cash equivalents - Thé Organization considers all highly liquid Investments with a
maturity of three months or less from the date of purchase to be cash equivalents.

Subseqguent events — The Organization has evaluated subsequent events for recognition
and disclosure through March 6, 2014, which is the date the Organization's consolidated
financial statements were available to be issued.

lnvestment in Subsldiaries/Related Party Transactions
LaCasa, inc. is a 100% owner in the following corporations as of December 31:

2013 2012

LaCasa Housing Corporatioﬁ ' $ 1,000 . $ 1,000
Lincoln Avenue Housing Corporation | 100 100
LaCasa RC Development Corporation 100 100
LaCasa WTP Development Corporation | 100 100

$ 1,300 $ 1,300

LaCasa, Inc., the parent of LaCasa Housing Corporation, acted as the developer of Arbor
Ridge Apartments, L.P. in accordance with the Partnership Agreement, LaCasa, Inc. is fo
receive a development fee of $550,000 in total. As of December 31, 2013, $283,841 remains
to be collected. In addition, as of December 31, 2013, the Organization advancad to Arbor
Ridga Apartments, L.P. $2,100,441 inclusive of $790,034 of accrued interest.

LaCasa, Inc., the parent of Lincoln Avenue Housing Corporation, acted as the developer of
Lincoln Avenue Redevelopment, L.P. In accordance with the Partnership Agreement, LaCasa,
Inc. is to receive a development fee of $740,000 in total. As of December 31, 2013, $185,000
remains to be collected. In addition, as of December 31, 2013, the Organization advanced to
Lincoin Avenue Redevelopment, L.P. $1,521,718 inclusive of $432,891 of accrued interest.

LaCasa, Inc., the parent of LaCasa RC Development Corporation, acted as the developer of
Roosevelt Center, L.P. [n accordance with the Parinership Agreement, LaCasa, Inc. is to
receive a development fee of $865,000 in total, As of December 31, 2013, $229,014 remains
fo be collected. In addition, as of December 31, 2013, the Organization advanced lo
Roosevelt Center, L.P, $1,476,750 inclusive of $335,511 of accrued interest.




Note 2.

Note 3.

Note 4.

Note 5.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Investment in Subsidiaries/Related Party Transactions (confinued)

LaCasa, Inc., the parent of LaCasa WTP Development Corporation, acted as the developer of
Elkhart Senior Housing, L.P. In accordance with the Partnership Agreement, LaCasa, Inc. is
to receive a development fee of $450,185 in total. As of December 31, 2013, $343,185
remains to be collected. In addition, as of December 31, 2013, the Organization advanced to
Elkhart Senior Housing, L.P. $829,335 inclusive of $154,753 of accrued interest. '

Income Tax Status

The Organization operates as a not for profit corporation under Internal Revenue Code Sec-
tion 601(c)(3) and a similar section of the Indiana tax law, which provides exemption from
federal and state income taxes.

Support from Major Funding Sources/Concentrations of Credit Risk

The Organization receives a substantial amount of its support from federal, state and local
agencles. A significant reduction in the level of support, if this were to occur, may have a
significant effect on the Organization's programs and activities.

The Organization places its cash with high credit quality financial institutions. However, the
amount of credit exposure {o a financial institution at times is In excess of the Insurance limits
established by law. '

Fair Valus NMeasuremenis

ASC 820, Fair Value Meastrement, defines fair value as the exchange price that would be
received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. ASC 820 also establishes a fair value hierarchy which
requires an entity to maximize the use of observable Inputs and minimize the use of
unobservable inputs when measuring fair value.

The standard describes three levels of inputs that may be used to measure fair value:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Observable inputs other than Level 1 prices as quoted prices for similar assets or
liabilities; quoted pricés in markets that are not active; or other inputs that are observable or
can be corroborated by observable market data for substantially the full term of the assets or
liabilities. _

Level 3 — Unobservable inputs that are supported by litile or no market activity and that are
significant o the fair value of the assets or liabilities.

The Organization utilizes the market approach to measurs fair value for its financial assets
and liabilities. The market approach uses prices and other refevant information generated by
market {ransactions involving identical or comparable assets or liabilities.
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LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note &. Fair Value Measurements {continued)

Assets and liabiliies measured at fair value on a recurring basis are summarized below:

Fair Value Measurements at December 31, 2013

Level 1 Level 2 leavel 3 Total
Amounts included in:
Beneficlal interest in assets held .
by the Community Foundation $ - $ 85619 $ 85819
Real estate held for resale . 61,116 61,115
3 $ $ 146,734 $ 146,734
Fair Value Measurements at December 31, 2012
Level 1 Level 2 | evel 3 Total
Amounts included in;
Beneficlal interest in assets held
by the Community Foundation $ % $ 78,758 $ 78,759
Real estate held for resale 175,398 175,399
$ 5 $ 254,158 $ 254,158

The benefictal Interest in the Community Foundation is considered a level 3 instrument and is
based on externally developed madels that use unobservable Inputs due to limited market
activity of the instrument. The change in the beneficial interest measured at fair value for
which the Organization has used level 3 inputs to determine fair value as of December 31,
2013 and 2012 consists of an unrealized gain of $6,860 and $3,634 in 2013 and 2012,
respectively, which is included in the change in net assets (unrestricted) on the Consolidated

Statements of Activities.

The reconciliation of the changes in the real estate held for resale measured on s recurring

basis using significant unobservable inputs (level 3} is as follows:

January 1, 2013 $ 175,389
Development and construction costs 58,488
Transfer to property and equipment {84,264)
Change in market value (24,104)
Real estate sold (64,414)
Becember 31, 2613 $ 61,115
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Note 6.

Note 7.

LACASA, INGC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Elkhart County Community Foundation

The Organization applies the provisions of ASC 958, Transfers of Asseis to a Not for Profit
Organization or Charitable Trust that Raises or Holds Confributions for Others. As of
December 31, 2013, the Organization had invested $80,000, at cost, in a designated separate
fund (the "Fund"} of the Community Foundation. The Organization has specified itself as the
beneficiary of periodic distributions of investment earnings. - Although the Organization has
granted the Community Foundation variance power pursuant to the fund agreement between
the Organization and the Community Foundation, under the provisions of ASC 958, the
Organization is permitted to record an asset reflecting the present value of its beneficlal
interest as both donor and beneficiary of its invested principal and undistributed earnings of
the Fund held by the Community Foundation,

With: respect to contributions received by the Community Foundation on behalf of the
Organization from other donors, as prescribed by ASC 958, this portion of the Fund (fair value
of $12,704 at December 31, 2013) has not been reflected as part of the Organization's
beneficial interest.

At December 31, 2013 and 2012, the fair value of the investments held by the Community
Foundation for which the Organization is both donor and beneficiary Is reflected in the
Consolidated Statements of Financial Position as “Beneficial interest in assets held by the
Etkhart County Community Foundation.” The Organization receives periodic distributions of
investment earnings from the Fund which are made in accordance with the distribution policy
of the Communily Foundation.

During the y'ears ended December 31, 2013 and 2012, the Organization received distributions
of $3,727 and $4,170, respectively, from the Community Foundation.

Real Estate Held for Resale
Original Cost Plus Improvements

December 31, 2013 December 31, 2012

Held for future development § 151,809 % 37,221

Currently in development 58,263 84,2564
Neighborhood Stahilization Program 216,589
Tolal real estate held for resale 210,072 338,064
Valuation allowance (148,857) {162,665)
Net real estate held for resale 3 61,115 $ 175,399

The real estate held for resale is recorded at cost. The eventual sales proceeds from these
properties may be less than the carrying value of the property.
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LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8. Loans and Tenant Receivahles

Loans are granted to low to moderate income residents of Elkhart County, Indiana for the
purchase of homes. These loans are in accordance with grant restrictions. Interest rates
range from 0% to 7.5%. Terms range fror 10 to 30 years. All loans are secured by desds of
trust. Net loans and tenant receivables consisted of the following at December 31:

2013 2012
Current portion : - % 103,048 $ 142,964 *
Long term portion 2,683,546 2,718,404 *

2,786,594 2,861,368
Less allowance for doubtful accounts {68,013) (77,248)
Total _ 3 2718581 $ 2,784,120

* * The Organization reclassified the amount to align with 2013 classification. -

Alnterest is recognized over the termi of the loan and is calculated using the simple interest
method. As of Dacember 31, 2013 and 2012, there was $312,985 and $412,469, respectively,
in loans greater than 90 days past due,

. Note 8. Property and Equipment

Property and equipment at December 31, 2013 and 2012 consists of the following:

2013 2012
Land and buildings % 784,680 5 784,680
Real estate rental properties 6,570,812 5,016,481
Furniture and equipmeant 334,806 320,988
Vehicle 1,163 1,163

7,691,461 6,123,312
Less accumulated depreciationi (1,807,913) (1,642.428)
Net property and equipment $ 5,883,548 $ 4,480,884

ASC 360, Property, Plant, and Equipment, tequires impairment losses fo be recorded on long
lived assets used in operations when indicators of impairment are present and the
undiscounted future cash flows estimated to be generated by those assets are less than the
assets’ carrying amount. if stuch assets are considered fo be impaired, the impairment to be
recognized is measured by the amount by which the carrying amount of the assets exceeds
the fair value of the assets. There was no Impalrment recognized for both the years ended
December 31, 2013 and 2012. Assets to be disposed of are reporied at the lower of the
carrying amount or fair value less cosis fo sell.
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Note 10.

Note 11.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Lines of Credit

The Organization has a $300,000 line of credit available, of which there was $107,000
outstanding at December 31, 2013. The line bears interest at prime with a floor of 4%. The
effective rate was 4% at December 31, 2013. The agreement calls for monthly interest
payments on the previous month's activity. The principal amount is due on demand or at
maturity on September 10, 2015. The line of credit is secured by a morigage on real estate.
The Organization has various covenants relating fo this debt, none of which were violated at
December 31, 2013.

The Organization has a second line of credit available as of Decembar 31, 2013. The
$600,000 bank line of credit, of which there was no balance outstanding at December 31,
2013, bears interest at prime. The effective rate was 3.25% at December 31, 2013. The
agreement calls for monthly interest payments on the previous month's activity. The principal
amount is due on demand or at maturity on July 18, 2018. The line of credit is unsecured.
The Organization has various covenants relating to this debt, none of which were violated at
December 31, 2013.

Notes Payable
Notes payable consists of the following as of December 31:

2013 2012
1.8% unsecured noie payable due to an individual, interest only
due in quarterly instaliments, maturing Aprit 2014. $ 40,000 $ 40,000
1% unsecured note payable due to an Individual, interest only
due in quarterly installments, maturing February 2014, 20,000 20,000
1.0% unsecured note payable due to an individual, interest only
due in quarterly Installments, maturing September 2014. 20,000 20,000
1.256% unsecured note payable due to an individual, interest only
due in quarietly Installments, maturing Octaber 2015. 65,000 65,000
1.5% unsecured note payable due to an Individual, interest only
due in quarterly installments, maturing December 2015. 13,348 13,348
2% unsecured note payable due to an individual, interest only '
due in quartsrly installments, maturing December 2014, 39,348 39,348
2% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing December 2015, 30,000 30,000
1% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing February 2015. 10,000
1.5% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing December 2017. 15,000
1% unsecured note payable due to an organization, interest
only dus in quarterly installments, matures upon demand. 15,000 15,000
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Note 11.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Notes Payable (continued)

3.35% mortgage payable to Lake City Bank, due in monthly install-
ments of $3,205 including interest. Collateralized by real eslate.

013

la]
=
—
| ]

A balloon payment is due in June 2018. $ 547,798 $ 553,853

Interest free mortgage payable to City of Goshen, due in monthly
installments of $250. Collateralized by real estate and matures
at the time the property is sold.

4.61% note payable to First State Bank of Middlebury, due in
monthly instaliments of $1,987 including interest, secured by real
estate. A balloon payment is due in March 2015,

5.13% note payable fo Horizon Bank, dus in monthly
installments of $2,649 including interest, secured by real estate.
A balloon payment is due in December 2014,

3.71% unsecured note payable o MMA Community Development
Investments, Inc., interest only due semi annually in January and

- July, maturing July 2015.

3.5% unsecured note payable to the City of Goshen, interest only

-due semi annually in May and November, maturing December

2017. The interest rate was changed from 4% to 3.5% effective
January 1, 2013.

Note payable to the Elkhart County Housing Fund. The note
is repaid from ihe receipt of the morigage receivables advanced
from the fund at varicus rates and terms. See Noie 12,

23,600

206,891

267,881

300,000

500,600

2,830,085

26,500

220,767

285,675

300,000

500,000

2,733,328

Total notes payable § 4,743,851

The Organization has various covenants relafing to the debt above, none of which were

viclated at December 31, 2013.

$ 4862817

Maturities of the notes payable for the five years ending December 31 are as follows:

2014 $ 509,561
2015 709,005
2016 103,151
2017 623,083
2018 577,126
Thereafter 2,221,925

§ 4,743,851

Interest expense for the years ended December 31, 2013 and 2012 was $85,177 and

$98,455, respactively.
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Note 12.

Note 13.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Elkhart County Housing Fund

Elkhart County Housing Fund is a coalition of banks participating in five foan pools totaling
$900,000, $1,050,000, $1,200,000, $2,450,000 and $2,100,000 to provide first or second
mortgages for the purchase or rehabiiitation of homes, The maximum amount of an individual
loan is $100,000 and the minimum individual loan is $5,000.

In Pool #1 as of December 31, 2013, banks have funded 100% of their commitment and the

Organization has a $100,883 morigage receivable and a note payable of $100,883 fo the
bank coalition.

In Pool #2 as of December 31, 2013, banks have funded 100% of their commitment and the
Organization has a $191,877 mortgage receivable and a note payable of $191,877 to the
bank coalition. )

In Pool #3 as of Décember 31, 2013, hanks have funded 100% of thelr commitment and the
Organization has a $124,526 mortgage receivable and a note.payabie of $124,526 to the
bank coalition.

In Pool #4 as of December 31, 2013, banks have funded 100% of their commitment and the .
Organization has a $653,460 mortgage receivable and a note payable of $653,460 to the
bank coalition.

in Pool #5 as of December 31, 2013 banks have funded 99% of their commitment and the
Organization has a $1,532,920 mortgage receivable, $26,319 in cash and a note payable of
$1,5659,238 to the bank coalition.

Restrictions on Assets

Temporarily restricted net assets consist of the following at December 31:

2013 2012

NeighborWorks America funds restricted

for various programs _ $ 23,534 $ 15,848
Funds restricted for IDA program 407,002 423,007
HOME and AHP-FHLB programs 33,664 115,943
Neighborhood Assistance Program (NAP) of

Indiana Housing & Community Development Authority 70,248 36,200
Funds restricted for various programs 1,372 5,154

S 536.520 $ 696,152

As of December 31, 2013 and 2012, permanently restricted net assets of $1,482 607 and
$1,638,948, respectively, represent the capital grants from NeighborWorks America. This
amount is restricted to investments held in perpstuity ahd the income is expendable
(unrestricted) to support the operations of the Organization.

The Organization receives Home Investment in Affordable Housing (HOME) grants from the
Indiana Housing & Community Development Authority, These grants are structured as
forgivable loans, which will not require repayment when the terms are met by the Organization
or by a qualified homebuyer. Properties must be occupied by sligible low to moderate income
famiiies for a period of 5 or 10 years.
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Note 14.

Note 15.

Note 16.

Note 17.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Donated Labor and Assets

The Organization received contributions in kind of assets and labor totaling $191,615 and
$127,877 for the years ending December 31, 2013 and 2012, respectively. Fair market vaiue
was utilized in determining the contributions received.

Rental Arrangements

The Organization has a rental housing program under which they were renting a total of fifty
nine units at the end of 2013. These units, with a few exceptions, are rented at below market
rates, o individuals at, or below, 80% of the median income.

The rental homes are included in the Consolidated Statements of Financial Position under
property and equipment (see Note 9). The total cost of rental real estate at December 31,
2013 was $6,570,812 and the accumulated depreciation on the property totaled $1,137,595.
Total cost of rental real estate at December 31, 2012 was $5,016,481 and the accumulated
depreciation on the property totaled $1,017,824.

Future minimum rentals on noncancellable leases at December 31 are as follows:

2014 $215.017

Pension Plan

The Organization has a defined contribution pension plan covering all regular employees after
they have worked 90 days. A regular employee is defined as one who works 30 hours per
week or more. The Organization will contribute 3% of gross wages for each regular employee.
The Organization will match confributions of regular employees based on the following -
schedule: a) year 2 - up to 1% of gross wages; b) year 3 - up to 2% of gross wages; ¢} year 4
- up to 3% of gross wages; and d) year 5 and later - up to 4% of gross wages. The plan is
managed by various third parties. The Crganization’s contributions to the plan for the years
ended December 31, 2013 and 2012 were $56,015 and $54,538, respectively.

Contingencies

Under the terms of Siate and Federal grants, periodic audits are required and cerfain costs
may be challenged as io allowability under the terms of the grants. Grant resources are
expendable only for operating purposes specified by the grant. Such audits could lead fo
reimbursement to the grantor agencies. However, management is of the opinion that the risk
of material disallowance is remofe. Therefore, no provision for contingencles has been
reflected in the financial statements,
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LACASA, INC. AND ITS SUBSIDIARIES

SUPPLEMENTAL SCHEDULES OF FINANCIAL POSITION
NEIGHBORWORKS AMERICA
December 31, 2013 and 2012

ASSETS

Cash

Property and equipment

Notes receivable-Lincoln Avenue Redevelopment
Notes receivable- Roosevelt Canter

Notes receivable- Arbor Ridge Apartments
Elkhart County Housing Fund

Mortgages recelvable

Deferred mortgages

Total assets

NET ASSETS

Temporarily restricted

Permanently restricted

Permanently restricted- Capital Funding for the
Rehabllitation of Affordable Housing (CFRAH)

Total net assets

LACASA, INC. AND ITS SUBSIDIARIES

SUPPLEMENTAL SCHEDULES OF ACTIVITIES

NEIGHBEORWORKS AMERICA

For the Years Ended December 31, 2013 and 2012

Revenug, Gains, and Other Support
Expendable grant - NeighborWorks America
Capilal grant - NeighborWorks America
Total revenue, gains, and other support
Funds expended

Chpange in net asssts

Net assets released from restrictions

Net assets at beginning of year

Net assets af end of year

See Notes to Consolidated Financial Statements.
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SCHEDULE |
2013 2012
"3 76,518
604,806 682,083
88,355 84,000
573,567 571,000
140,769 133,000
28,661 33,862
59,125 63,173
11,158 11,158
1,506,441 $ 1,654,794
23,534 $ 15,848
1,124,157 1,280,196
358,750 358,750
1,508,441 $ 1,654,794 -
SCHEDULE I
2013 2012
95,000 $ 171,425
100,000 80,000
195,000 261,425
87,314 171,425
107,686 80,000
(256,039) (290,101)
1,654,794 1,864,895
1,606,441 $ 1,654,794




LACASA, INC. AND ITS SUBSIDIARIES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended December 31, 2013

Federal Grantor / Federal
Pass-Through Granfor / CFDA
Program Title _ Number
NeighborWorks America

Subtotal NeighborWorks America

U.8. Department of Housing and Urban Development

Passed-through Indiana Housing and Community
Development Authority

Community Developrnent Block Grant 14.228
Home investment in Affordable 14.239
Housing (HOME)

Subtotal HOME

Passed-through City of Goshen
Community Davelopment Block Grant 14.218

Passed-through County of Elkhart

) ARRA
Lead Based Paint Hazard Controf Program  14.907

Total federal awards expended

Less liability fo NelghborWorks America

2013

Pass-through

Number

Capital Grant

Outstanding Loan
Expendable Grant

DR2H-012-003

CH-012-004
C0-012-003

City of Goshen

Total federal awards included in the Consclidated Statemant of Activities

Disbhursements

Expenditures
$ 100,000
1,124,157
123,045

— 1,347,202

1,366,128

141,098
— 560,000

191,008

69,971

8,668

2,983,067
(1,124,157}
858,914

The above schedule of expenditures of federal awards includes the federal grant activity of the
Organization and is presented on the accrual basis of accounting. The information in this schedule is
presenied in accordance with the requiremenis of OMB Circular A-133, Audits of Stales, Local

Governments, and Non Profit Organizations.
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: Office (574) 251-1414
Jurgonski & Fredlake CPAs - b (674 9511477
418 W, Jefferson Blvd., South Bend, Indiana 46601 '

Greg Jurgonski
John A. Fredlake

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

To the Board of Directors
LaCasa, Inc. and its subsidiaries
Goshen, Indiana

We have audited, in accerdance with the auditing standards generally accepted In the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the Uniled States, the consolidated financial statements of LaCasa,
Inc. and its subsidiaries ({the Organization), which comprise the Consolidated Statement of Financial
Position as of December 31, 2013, and the related Consolidated Statements of Activities, and Cash Flows
for the year then ended, and the related notes to the consolidated financial statements, and have issued
our report thereon dated March 6, 2014,

internal Control Over Financial Reporting

[n planning and performing our audit of the consolidated financlal statemenis, we considered the
Organization's Internal conirol over financial reporting to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the consolidated financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Organization's

internal control. Accordingly, we do not express an opinion on the effectiveness of the Organization's
internal control,

A defigiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combinalion of deficiencies, in internal contral, such that there is a reasonable possibility that 2 material
misstatement of the entity's consolidated financial statements will not be prevented, or detected -and
carrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies.  Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of iaws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financlal statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express stich an
opinfon. The resuits of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards. '
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INDEPENDENT AUDITOR’'S REPORT (CONTINUED)

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization's
internal control or on compliance. This report is an integral part of an audit performed In accardance with
Government Auditing Standards In considering the entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

W‘ v Frootlake CPASs

South Bend, Indiana
March 8, 2014
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANGE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB GIRCULAR A-133

To the Board of Directors
LaCasa, Inc. and its subsidiaries
Goshen, indfana

Report on Compliance for Each Major Federal Program

We have audited LaCasa, Inc. and its subsidiaries' compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on LaCasa, Inc. and its subsidiarles’ major federal program for the year ended December 31, 2013.
LaCasa, Inc. and its subsidiaries’ major federal program is identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs,

Management’s Responsibility
Management Is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable fo its federal programs.

Auditor’s Responsibility .

Our responsibility is fo express an opinion on compliance for LaCasa, Inc. and its subsidiaries’ major
federal program based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Gomptroller General of the United States; and 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 obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material sifect
on a ajor federal program occurred. An audit includes examining, on a test basis, evidence about
LaCasa, Inc. and its subsidiaries’ compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit doss not provide a legal determination of LaCasa, Inc. and its subsidlaries’
compliance.

Opinion on Each Major Federal Program

In our opinion, LaCasa, Inc. and its subsidiaries complied, in all material respects, with the iypes of
compliance requirements referred to above that could have a direct and material effect on its major
federal program for the year ended December 31, 2013. :

Report on Internal Controf Over Complfance : )

Management of LaCasa, Inc. and its subsidiaries is responsible for establishing and maintalning effective
internal conirol over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered LaCasa, Inc. and its subsidiaries’ internal control
over compliance with the type of requirements that could have a direct and material effect on the major
federal program to determine our auditing procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on compliance for the major federal program and to test and report
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INDEPENDENT AUDITOR’S REPORT {CONTINUED)

on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of infernal cantrol over compliance. Accardingly, we do not
express an opinion on the effectiveness of LaCasa, Inc. and its subsidiaries’ internal control over
compliance.

A deficiency in internal confrol over compliance exlsts when the design or operation of a confrol over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficlencies, in internal control over compliance, such that there is a
reasonable possibility that a material noncompliance with a fype of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance Is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.’

Our consideration of internal control over compliahce was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify ‘any
deficiencies in internal control over compliance that we consider to be material weaknesses. Howaver,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing is based on the requirements of OMB
Circular A-133, Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the consolidated financial statements of LaCasa, Inc. and its subsidiaries as of and for
the year ended December 31, 2013, and have issued our report thereon dated March 6, 2014, which
contained an unqualified opinion on those consolidated financial statements. Our audit was conducted for
the purpose of forming an opinion on the consclidated financial statements as a whole. The
accompanying Schedule of Expenditures of Faderal Awards is- presented for purposes of additional
analysis as required by OMB Circular A-133 and is not a required part of the consolidated financial
statements. Such information is the responsibility of management and was derived from and relates
directy to the underlying accounting and other records used to prepare the consolidated financial
statements. The information has been subjecied to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, inciuding comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the consolidated
financial siatemenis or to the consolidated financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our ‘opinion, the schedule of expenditures of federal awards is fairly stated in ali material respects in
relation to the consolidated financial statements as a whole.

W'w Frectloke. CLRS

South Bend, Indiana
March 6, 2014
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LLACASA, INC. AND ITS SUBSIDIARIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2013
SUMMARY OF AUDITOR’S RESULTS:

a  The auditors report expresses an unqualified opinion on the consolidated financial
statements of LaCasa, Inc. and its subsidiaries for the year ended December 31, 2013.

b.  No significant deficiencies relating to the audit of the consolidated financial statements are
reported in this schedule.

c.  Noinstances of noncompliance material to the consolidated financial statements of LaCasa,
Inc. and its subsidiaries, which would be required to be reported in accordance with
Government Audifing Standards, were disclosed during the audit.

d. No significant deficlencies in internal control over major federal award programs were
disclosed during the audit and reported in this schedute.

e. The auditor's report on compliance for the major federal award programs for LaCasa, Inc.
and its subsidiaries expresses an unqualified opinion on the major federa! programs.

f.  The program tééted as a major program: Communify Development Block Grant CFDA#
14.228.

g. The threshold used for distinguishing between Types A and B programs was $300,000.
h. LaCasa, Inc. and its subsidiaries were determined to be a low ﬁsk audites,

i.  There were no audit findings required to be disclosed under OMB Circular A-133 Section
510{a). '

2. .Findings related to the consolidated financial statements which are required to be reported in
accordance with GAGAS:

None

3. Findings and questioned costs for federal awards including audit findings as defined in OMB
Circular A-133 Section 510(a);

None
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LACASA, INC. AND ITS SUBSIDIARIES

SUMMARY SCHEBULE OF PRIOR AUDIT FINDINGS
For the Year Ended December 31, 2013

There were no prior year audit findings.
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