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STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
ROOM E418
INDIANAPOLIS, INDIANA 46204-2769

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

October 23, 2014

Board of Directors

Community Action of Northeast Indiana, Inc.
227 E. Washington Blvd.

P.O. Box 10570

Fort Wayne, IN 46853

We have reviewed the audit report prepared by Wipfli LLP, for the period November 1, 2012 to
October 31, 2013. 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 Community Action of
Northeast Indiana, Inc., as of October 31, 2013, 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 filed with this letter in our office as a matter of
public record.

We call your attention to the findings in the report. The audit report disclosed one financial
statement finding and one federal award finding. Please see the Schedule of Findings and Questioned
Costs for complete details related to the findings.

Paul D. Joyce, CPA
State Examiner
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WIPFLIi.

Independent Auditor’s Report

Board of Directors
Community Action of Northeast Indiana, Inc. and Subsidiaries
Fort Wayne, Indiana

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Community Action of Northeast
Indiana, Inc. {a nonprofit organization) and Subsidiaries which comprise the consolidated statement of
financial position as of October 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.

Management's Responsibility for the Financial Statements

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; this
includes the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States
and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement. The financial statements of Hopewell Pointe GP, Inc. and Energy Savers
Consultants, LLC were not audited in accordance with Government Auditing Standards.

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 misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessiments, the auditor considers internal control
relevant to the entity’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 audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the 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 Community Action of Northeast Indiana, Inc. and Subsidiaries as of
October 31, 2013, and the changes in its net assets and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The accompanying schedule of program acftivity and the schedule of expenditures of federal
awards, as required by Office of Management and Budget Circular A-133, Audits of States, Locaf
Governments, and Non-Profit Organizations, are presented for purposes of additional analysis, and are
not a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to 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 additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consaolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States. 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 June 24,
2014, on our consideration of Community Action of Northeast indiana, Inc.’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,

- contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Community Action of Northeast Indiana, Inc.’s and internal control over financial reporting
and compliance.

Wipgee LLP

Wipfli LLP

June 24, 2014
Madison, Wisconsin




Community Action of Northeast Indiana, Inc. and Subsidiaries

Consolidated Statement of Financial Position
October 31, 2013

Assets
Current assets:
Cash and cash equivalents 423,366
IDA fund cash 70,731
Grants receivable 1,520,536
Accounts receivable 53,531
Prepaid expenses 159,362
Loans receivable, net 74,436
Total current assets 2,301,962
Other assets:
Interest in investment held by a community foundation 46,165
investments 715,610
Housing loan receivable 400,000
Total other assels 1,161,775
Property and equipment, net 2,045,872
TOTAL ASSETS 5,509,609
Liabilities and Net Assets
Current liabilities:
Accounts payable 316,974
Accrued payrof! and related expenses 132,962
Accrued vacation 317,097
Grant funds received in advance 360,545
Due to other organizations 8,968
CSBG BEED loan liahility 116,384
IDA fund liability 70,731
Total current liahilities 1,323,661
Long-term liabilities:
Housing loan payable 400,000
Total liabilities 1,723,661
Unrestricted net assets:
Unrestricted 3,595,199
Unrestricted - Board designated 46,165
Total unrestricted net assets 3,641,364
Temporarily restricted net assels 144,584
Total net assets 3,785,948
TOTAL LIABILITIES AND NET ASSETS 5,509,609
See accompanying notes to consolidated financial statements. 3




Community Action of Northeast Indiana, Inc. and Subsidiaries

Consolidated Statement of Activities
Year Ended October 31, 2013

Temporarily
Unrestricted Restricted Total .
Revenue:
Grant revenue $ 17,125,145 0 $ 17,125,145
Donations 23,261 0 23,261
Investment income 103,232 0 103,232
Developer fee 46,125 0 46,125
Fee for service 0 124,626 124,626
Other income 246,758 0 246,758
In-kind contributions 1,150,424 0 1,150,424
Net assets released from restriction
through satisfaction of program restrictions 182,644 182,644) 0
Total revenue 18,877,589 58,018) 18,819,571
Expenses:
Program Activities
Child care development 590,572 0 590,572
Child education 6,608,258 0 6,608,258
Housing 1,082,706 0 1,082,706
Linkages with other programs 781,669 0 781,669
Self-sufficiency 2,362,172 0 2,362,172
Nutrition 294,210 0 294,210
Weatherization and energy 6,028,301 0 6,028,301
Agengy operations 78,393 0 78,393
Total program activities 17,826,281 0 17,826,281
Management and general 983,465 0 083,465
Fund-raising 43,323 Q 43,323
Total expenses 18,853,069 0 18,853,069
Change in net asseis 24,520 58,018) 33,498)
Net assets - Beginning of year 3,616,844 202,602 3,819,446
Net assets - End of year $ 3,641,364 144,584 $ 3,785,048
See accompanying notes to consolidated financial statements. 4




Community Action of Northeast Indiana, Inc. and Subsidiaries

Consolidated Statement of Cash Flows
Year Ended October 31, 2013

Increase (decrease) in:
Cash flows from operating activities:

Change in net assets {$ 33,498)
Adjustments to reconcile change in net assets to net cash used in
operating activities:
Net realized/unrealized gain on investments ( 85,661)
Depreciation 133,431
Change in interest in investment held by a community foundation ( 6,834)
Changes in operating assets and liabilities:
IDA fund cash 8,548
Grants receivable ( 407,495)
Accounts receivable ( 32,093)
Prepaid expenses 2,921
Developer fee receivable 165,259
Accounts payable 34,411
Accrued payroll and related expenses 45,653
Accrued vacation 20,197
Grant funds received in advance 18,109
Due to other organizations { 4.460)
CSBG BEED loan liability 116,384
DA fund liability ( 8,546)
Net cash used in operating activities ( 33,676}
Cash fiows from investing activities:
Issuance of loans receivable { 54,236)
Capital expenditures ( 17,739)
Purchase of investments ( 142,502)
Proceeds from sale of investments 131,167
Net cash used in investing activities { 83,310)
Change in cash and cash equivalents { 116,986)
Cash and cash equivalents - Beginning of year 540,352
Cash and cash eguivalents - End of year 423,366
See accompanying notes to consolidated financial statements. 5




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Summary of Significant Accounting Policies
Nature of Activities

Community Action of Northeast Indiana, Inc. (CANI} was organized as a nonprofit
corporation in 1965. CANI was formed to develop and provide resources for the
purpose of assisting low-income individuals in six counties of northeast Indiana through
a variety of programs. CANI is primarily supported through federal and state
government grants. Approximately 33% of CANI's grant revenue was provided under a
Head Start grant and 31% provided under a LIHEAP grant, both funded by the
Department of Health and Human Services.

Basis of Presentation

The accompanying consolidated financial statements have been prepared on the
accrual basis of accounting in accordance with the accounting principles generally
accepted in the United States.

Principles of Consolidation

The consolidated financial statements include the accounts of Hopewell Pointe GP,
Inc., Energy Savers Consultants, LLC, and CANFI's Center for Community and
Economic Development, Inc., which are wholly ownhed subsidiaries of CANI.
Collectively, the entities are referred to as the “Organizations.” Hopewell Pointe, GP,
Inc. was established for the purpose of assisting low- to moderate-income families
obtain housing. Energy Savers Consultants, LLC was formed with the intention of
performing energy and weatherization audits as a fee-for-service activity. CANI's
Center for Community and Economic Development, inc. was formed for the purposes
of operating CANF's revolving loan program, for their consumer loan fund. Al material
intercompany transactions and accounts are eliminated in consolidation.

Classification of Net Assets

Net assets and revenue, expenses, gains, and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, net assets of CAN|
and changes therein are classified and reported as follows:

Unrestricted Net Assets — Net assels that are not subject to donor-imposed stipulations
or where donor-imposed stipulations are met in the year of the contribution.

Temporarily Restricted Net Assets — Net assets subject to donor-imposed stipulations
that may or may not be met, either by actions of CANI andfor the passage of time.
When a restriction expires, temporarily restricted net assets are transferred to
unrestricted net assets and reported in the consolidated statement of activities as net
assets released from restrictions.




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Summary of Significant Accounting Policies (Continued)
Classification of Net Assets (Continued)

Permanently Restricted Net Assets — Net assets subject to donor-imposed stipulations
that they be maintained permanently by CANI. Generally, the donors of these assets
permit CANI to use all or part of the income earned on any related investments for
general or specific purposes. Currently, CANI does not have permanently restricted
net assets.

Use of Estimates

The preparation of the accompanying consolidated financial statements in conformity
with accounting principles generally accepted in the United States requires
management to make estimates and assumptions that directly affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the consolidated financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results may differ from these
estimates.

Revenue Recognition

Contributions are recognized when the donor makes an unconditional promise to give
to CANI. Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and nature of any donor
restrictions. Contributions that are restricted by the donor are reported as increases in
unrestricted net assets if the restrictions expire in the fiscal year in which the
contributions are recognized, except for specific fee for service voucher and loan
programs. When a restriction expires, temporarily restricted net assets are reclassified
as unrestricted net assets and reported in the consolidated statement of activities as
released from restriction.

Conditional promises to give are recognized only when the conditions on which they
depend are substantially met and the promises become unconditional.

Grants are either recorded as coniributions or exchange transactions based on criteria
contained in the grant award.

A. Grant Awards That Are Contributions

Grants that qualify as contributions are recorded as invoiced to the funding
sources. Revenue is recognized in the accounting period when the related
allowable expense or asset acquisition is incurred. Amounts received in excess of
expense or assets acquisition is reflected as grant funds received in advance.




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Summary of Significant Accounting Policies {(Continued)
Revenue Recognition (Continued)
B. Grant Awards That Are Exchange Transactions

Exchange transactions reimburse based on a predetermined rate for services
performed. The revenue is recognized in the period the service is performed.

Fee for service revenue is recognized when earned and is restricted for specific use in
the child care program.

Accounts Receivable

Accounts receivable represent amounts due from various entities for performance
contracts. Amounts are reviewed for collectability by management, and an allowance
for doubtful accounts is recorded as needed based on collection history and customer
attributes. Management considers these receivables to be collectible, and therefore,
no allowance for uncollectible amounts has been recorded. If an amount becomes
delinquent after all collection efforts have failed, the account is written off.

Loans Receivable

CANI operates a loan program funded by Indiana Housing and Community
Development Authority (IHCDA) that provides capital to employees and small
businesses. The employee loans are to be repaid over a time period of up to 18
months, and have a flat fee associated with them based on the loan amount. The
small business loans are funded by IHCDA, and in part by the Indiana Commission on
Hispanic/Latino Affairs. The small business loans can be startup, existing business or
credit builder loans. The startup and existing business loans are to be repaid for up to
five years and interest is charged at 8.25%. The credit buiider loans have a term of
two years and are charged a flat fee of $60. The loans receivable balance represents
the unpaid principal balance, net of reserve. CANI has established a loan loss reserve
in the amount of $14,000 at October 31, 2013. Amounts are reviewed for collectability
by management, and a loan loss reserve is recorded as needed based on collection
history and customer attributes. If an amount becomes delinquent after all collection
efforts have failed, the account will be written off against this loan loss reserve.

Developer Fee Receivable

Developer fee receivable represents amounts earned by CANI in accordance with the
development agreement with the Hopewell Pointe housing project. The developer fees
are earned throughout the construction and rent-up of the housing facility. As of
QOctober 31, 2013, CANI has earned $452,287 of which $308,284 has been received
and $144,003 has been recorded as a receivable. CANI has assessed the likelihood of
collection of the entire developer fee and has recorded an allowance in the amount of
$144,003 against the receivable.




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Summary of Significant Accounting Policies (Continued)
Cash and Cash Equivalents

CANI considers all highly liquid debt instruments with an original maturity of three
months or less to be cash equivalents, excluding amounts whase use is limited or
restricted. Cash and cash equivalents are stated at cost.

Investments

Investments in marketable securities with readily determinable market values and all
investments in debt securities are reported at their fair values on the consolidated
statement of financial position. Investment income or loss (including realized and
unrealized gains and losses on investments, interest, and dividends) is included in
unrestricted revenue unless the income or loss is restricted by donor or law.
[nvestment in fimited liability partnership in which CANI owns less than 1% is recorded
on the equity method as it is a general partner or managing member in the partner or
LLC. See related party note 15.

Fair Value Measurements

The Organizations measure the fair value of investments using a three-tier hierarchy,
which prioritizes the inputs used in measuring fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs
(Level 3 measurements). The three levels of the fair value hierarchy are described
below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Organizations have
the ahility to access.

Level 2 Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets.
Quoted prices for identical or similar assets or liabilities in inactive
markets.
Inputs other than quoted prices that are observable for the asset or
liability.

- Inputs that are derived principaily from or corroborated by observable
market data by correlation or other means.

- If the asset or liability has a specified (contractual) term, the Level 2

input must be observable for substantially the full term of the asset or
liability.

level 3 Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Summary of Significant Accounting Policies (Continued)
Fair Value Measurements (Continued)

The asset’s or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and
minimize the use of unobservable inputs.

Property and Equipment

Property and equipment acquisitions are recorded at cost or, if donated, at fair value at
the date of donation. Property and equipment are items with a cost of $5,000 or more
and a useful life of more than one year. Donations of property and equipment are
reported as unrestricted support unless the donor has restricted the donated assetto a
specific purpose. If there are no donor restrictions regarding how long a donated asset
must be maintained, CANI reports expirations of donor restrictions when the donated
assets are placed in service. Estimated useful lives range from three to seven years
for vehicles and major movable equipment and from 30 to 40 years for land
improvements, buildings, and fixed equipment. Depreciation is provided over the
estimated usefui life of each class of depreciable asset and is computed using the
straight-line method.

Property and equipment acquired with grant funds are owned by CANI while used in
the programs for which they were purchased or in other future authorized programs.
However, the funding sources have a reversionary interest in assets purchased with
grant funds. Their disposition, as well as the ownership of any proceeds therefrom, is
subiject to funding source regulations. The net book value of grant-funded property and
equipment was $557,691 at October 31, 2013.

Income Taxes

CANI is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. CANI is also exempt from Indiana income taxes.

Hopewell Pointe GP, Inc. is a for-profit, wholly owned subsidiary, which is subject to
federal and state income taxes. There is no tax provision for Hopewell Pointe GP, inc.
for the year ended October 31, 2013.

Energy Savers Consuitants, LLC is a wholly owned limited liability company and,
therefore, treated as a disregarded entity for tax purposes. CANI is the sole member
and the activity of the LLC is included in CANI's annual federal return filed with the
Internal Revenue Service (IRS).

10




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Summary of Significant Accounting Policies (Continued)
Income Taxes {Continued)

CANL's Center for Community and Economic Development, Inc. is exempt from income
taxes under Section 501(c)(3) of the Internal Revenue Code. CANI's Center for
Community and Economic Development, inc. is also exempt from Indiana income
taxes.

The Organizations are required to assess whether it is more likely than not that a tax
position will be sustained upon examination on the technical merits of the position
assuming the taxing authority has full knowledge of all information. If the tax position
does not meet the more likely than not recognition threshold, the benefit of that position
is not recognized in the consolidated financial statements. The Organizations have
determined there are no amounts to record as assets or liabilities related to uncertain
tax positions. Federal returns for the tax years 2009 and beyond remain subject to
examination by the Internal Revenue Service.

In-Kind Contributions

CANI has recorded in-kind contributions for space, materials and professional services
in the consolidated statement of activities in accordance with a financial accounting
standard. This standard requires that only contributions of services received that
create or enhance a non-financial asset or require specialized skill by the individual
possessing those skills and would typically need to be purchased if not provided by
donation be recorded. The requirements of this standard are different than the in-kind
requirements of several of CANI's grant awards. CANI received contributions of
nonprofessional volunteers during the year with a value of $359,694, for its Head Start
program, which are not recorded in the consolidated statement of activities.

Cost Allocation

CANI utilizes various cost allocation formulas to distribute certain direct and indirect
cost to its programs. Costs, which are common to more than one program, have been
identified and classified into cost pools. These cost pools have been allocated to the
programs based on formulas developed by CANI for each pool which approximate the
benefits each program derives from the costs.

Due to Other Organizations
CANI acts as a fiscal agent for the Multi-Cultural Council, Mental Health America, and

Multicultural Information Exchange. Due to other organization consists of funds held
by the CANI for the other nonprofit organizations.

11




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 1

Note 2

Note 3

Summary of Significant Accounting Policies (Continued)
Subsequent Events

Subsequent events have been evaluated through June 24, 2014, which is the date the
financial statements were available to be issued.

Concentration of Credit Risk

CANI maintains cash balances at three banks. Accounts at each institution are insured
by the Federai Deposit Insurance Corporation (FDIC) up to $250,000. CAN| has a
daily sweep agreement with one of the banks to sweep the funds into an interest
bearing money market account at the same bank. At times during the year, the
balance in the other accounts may exceed federally insured limits. Management
believes the financial institutions have a strong credit rating and credit risk related to
these deposits is minimal.

Investments

Investments recaorded at fair value at October 31, 2013, are as follows:

Corporate bonds 3 4,586
International equity mutual funds 6,310
U.S. equity mutual funds 479,188
Bond mutual funds 225,426
Investment in limited partnership 100
Jotal investments $ 715610

Investment income consisted of the following at October 31, 2013:

Interest and dividends $ 17,571
Net realized/unrealized gain 85,661
Total investment income $ 103,232

Investments, in general, are exposed to various risks, such as interest rate, credit, and
overall market volatility. Due to the level of risk associated with certain investments, it
is reasonably possible that changes in the values of certain investments will occur in
the near term and that such changes could materially affect the amounts reported in
the consolidated financial statements.

12




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 4

Note 5

Interest in Investment Held by a Community Foundation

In a prior year, CANI transferred $10,000 to the Community Foundation of Greater Fort
Wayne, Inc. (the "Foundation”). CANI's agreement with the Foundation states that the
Foundation will hold and invest the funds for the sole benefit of CANI and may
distribute a portion of the fund earnings annuatly.

CANI has granted variance power to the Foundation. As such, the Board of Directors
of the Foundation has the power to modify any restriction or condition on the
distribution of the funds if, in their judgment, such restrictions become inconsistent with
the charitable needs of CANI or inconsistent with the charitable needs served by the
Foundation. The interest in investment held by a community foundation is shown on
the consolidated statement of financial position as unrestricted board designated net
assets as it was transferred to the Foundation by CANI who specified themselves as
the beneficiary. Any changes in the fund are included in other income, as a change in
unrestricted net assets on the consolidated statement of activities.

Endowment

CANI's endowment consists of a fund established by the Board of Directors to benefit
CANI for a variety of purposes. Net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed
stipulations. Unrestricted - board designated net assets represent the fair value of the
original gift as of the gift date, adjusted each year by the change in the value of the
fund, plus any additional contributions made by CANL. The goal of the endowment
fund is to attract legacy-type gifts from outside donors, which can be restricted based
on the donor stipulations, at which time those donor-restricted gifts will be recorded as
permanently restricted net assets in accordance with the stipulations of the fund.

The Board of Directors of CANI has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA), as adopted by the Indiana state legislature, as
requiring CANI to preserve the fair value of the donor's original gift, as of the date of
the gift, absent explicit donor stipulations to the contrary. As a result of this
interpretation, CANI classifies as permanently restricted net assets (a) the original
value of the donor’s gifts to the permanent endowment, (b) the original value of a
donor’s subsequent gifts to the permanent restricted endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of
the applicable donor gift instrument at the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until
those amounts are appropriated for expenditure by CANI in a manner consistent with
the standard of prudence prescribed by UPMIFA.

[n accordance with UPMIFA, CANI considers the foliowing factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) the
duration and preservation of the various funds, (2) the purposes of the donor-restricted
endowment funds, (3) general economic conditions, (4) the possible effect of inflation

13




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 5

Note 6

Endowment (Continued)

and deflation, (5) the expected total return from income and the appreciation of
investments, (6) other resources of CANI, and (7) CANI's investment policies.

CANI can receive up to 4% of the investment earnings each year to be appropriated by
the Board of Directors or the amount can remain in the endowment fund and
reinvested. In addition, the Foundation at which the funds are held may match a
certain percentage of the third-party contributions made during each year up to
$10,000, and that decision is made on an annual basis. There were no material third-
party contributions or matching contributions during the year ended October 31, 2013.

The Foundation has variance power over CANI's endowment fund. CANI's endowment
fund is subject to the Foundation's investment strategies. The Foundation's asset
allocation policy is to diversify investments to provide a balance that will enhance total
return, while avoiding undue risk concentrations in any single asset class or investment
category. The investment policies of the Foundation are to provide sufficient total
return to support community activities of the Foundation, preserve principal in terms of
its real purchasing power so the Foundation may serve the community over the long-
term and to provide a long-term total return exceeding the rate of inflation plus 3.6% to
5% for grant making, plus the cost of investment management services and
Foundation administrative services.

Interest, dividends, and net appreciation in fair value of endowment funds are classified
as unrestricted net assets. Interest and dividends on donor-restricted endowment
funds would be recorded as temporarily restricted net assets in accordance with
UPMIFA and appropriated for distribution at the discretion of the Board of Directors.

See Note 6 for current year activity of the investment held by a community foundation.
Fair Value Measurements

The following describes a fair value hierarchy that includes three levels of inputs to be
used to measure fair value. In general, the Organizations determine fair values for
internationals equity mutual funds, U.S. equity mutual funds, and bond mutual funds
utilizing quoted market prices in active markets. Corporate bonds are valued using
quotes from pricing vendors based on recent trading activity and other observable
market data. Interest in investment held by a community foundation/endowment is
valued based on the market value of the underlying assets, consisting mainly of equity
securities and fixed income securities which are valued based on quoted market
prices, based on recent trading activity and other observable market data.

The methods described above may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future values. Furthermore, while the
Organizations believe its valuation methods are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to determine
the fair value of certain financial instruments could result in a different fair value
measurement at the reporting date.

14




Community Action of Northeast Indiana, Inc. and

Subsidiaries

Notes to Consolidated Financial Statements

Note 6 Fair Value Measurements (Continued)
Information regarding the fair vatue of assets measured at fair value on a recurring
basis as of October 31, 2013, is as follows:
Recurring Fair Value Measurements Using
Quoted Prices in  Significant
Active Markets Other Significant
Total Assets for Identical Observable Unobservable
Measured at Assets Inputs Inputs
Fair Value {Level 1) (Level 2} {Level 3)
Corporate bonds $ 4,586 3 0 $ 4,586 3 0
International equity mutual funds 6,310 6,310 0 0
US equity mutual funds 479,188 479,188 0 4]
Bond mutuat funds 225,426 225,426 4] 3]
interest in investment held by a
comimunity foundation 46,165 0 0 46,165
Totals $ 761,675 § 710,924 $ 4586 S 46,165

CANI reclassified the interest in investment held by a community
foundation/endowment account from a Level 2 to Level 3 investment, based on
industry practice.

Information regarding the changes in the fair value of the Organizations’ Level 3
investments for the years ended October 31 follows:

Level 3 investments at beginning $ 39,331
Purchases 1,877
Reaiized gains - Interest and dividends 1,299
Unrealized gains - Appreciation 3,945
Fees ( 287}
Total $ 46,165
The Organizations do not have any liabilities measured at fair value on a recurring
basis nor any assets or liabilities measured at fair value on a nonrecurring basis.

Note 7 Grants Receivable

Grants receivable consisted of the following at October 31, 2013:

Direct federal programs $ 403,405
Pass through federal and state programs 1,088,025
Other programs 29,106
Total $ 1,520,536
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Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 8

Note 9

Note 10

Property and Equipment

Property and equipment consisted of the following at October 31, 2013:

Land $ 264,713
Building and improvements 2,445,207
Equipment 200,954
Vehicles 437,367
Total property and equipment 3,348,241
Less - Accumulated depreciation 1,302,369
Property and equipment - Net $ 2,045,872

Individual Development Accounts

CANI administers an Individual Development Account (IDA) program. Low-income,
eligible participants accumulate savings in a joint account in their name and CANl's
name. Upon approval by CANI, these amounts are matched 4:1 by the Assets for
Independence Program, which has a federal designation and flows through the Indiana
Department of Commerce. The funding stream matches up to $400 of the participant’s
savings. Participants can use the funds for the following purposes:

e Purchase of a home
e Starting a business
e Post-secondary education

Match funds are deposited in the joint account directly by the funding source and are
not recorded as revenue or expense on CANI’s general ledger as they are treated as a
fiscal agent. To access the funds, the participant needs authorization from CANI. The
balance of match funds in these accounts as of October 31, 2013, was $70,731. This
is recorded as IDA fund cash and IDA fund liability on the consolidated statement of
financial position.

Line of Credit

CANI has an unsecured line of credit for $100,000 with PNC Bank. This line of credit
has a variable interest rate of 1% over the bank's index rate (which is equal to the
prime rate, and was 3.25% as of October 31, 2013) and matures October 22, 2013.
There was no outstanding balance at October 31, 2013.

Subsequent to year end, CANI renewed this line of credit under the same terms, with a
new maturity of October 22, 2014.
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Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 11

Note 12

Note 13

Note 14

Retirement Plan

CANI has a defined contribution plan under Section 403(b) of the Internal Revenue
Code. Employees are eligible to participate in deferral to the plan upon hire.
Employees are eligible for employer match after they have been employed by CANI for
one year and are at least 21 years of age. Employees are fully vested after five years
of service. Contributions to the plan are at the discretion of CANL CANI's contribution
for the year ended October 31, 2013, was $104,879.

Operating Leases

CANI leases various facilities and equipment for the operation of its programs. The
operating lease payments for the year ended October 31, 2013, were $488,742.

Minimum future rental payments under these lease agreements consisted of the
following at October 31, 2013:

2014 $ 452,801
2015 397,059
2016 340,248
2017 308,715
2018 308,715
Thereafter 1,430,755
Total $ 3,238,293
Grant Awards

At October 31, 2013, CANI had commitments under various grants of approximately
$4,757,000. These commitments are not recognized in the accompanying
consolidated financial statements as they are conditional awards.

Temporarily Restricted Net Assets

CANI has a temporarily restricted net asset balance at October 31, 2013, of $144,584
relating to the state Child Care Development Fund to be used in the child care
program.

17




Community Action of Northeast Indiana, Inc. and
Subsidiaries

Notes to Consolidated Financial Statements

Note 15

Related Party and Housing Loan Receivable/Payable

CANI has formed a whoily owned subsidiary, Hopewell Pointe GP, Inc., for the purpose
of assisting low- to moderate-income families obtain housing. Hopewell Pointe GP,
Inc. is developing a 35 single-family home project, which qualifies for low-income
housing tax credits under Section 42 of the Internal Revenue Code. Hopewell Pointe
GP, Inc. has invested in Hopewell Pointe Limited Partnership (HPLP) to accomplish
this objective. Hopewell Pointe GP, Inc.'s investment in HPLP was $100 as of
October 31, 2013, and represents a .09% ownership in HPLP as the general partner.

CANI was awarded a $400,000 deferred forgivable loan from Tower Bank & Trust
Company from Federal Home Loan Bank (FHLB) Affordable Housing Program (AHP)
funds. CANI in turn signed a promissory note and foaned $400,000 to HPLP at 3%
interest annually, with principal and interest due at maturity in March 2041. in
accordance with the award to CANI, HPLP agrees to retain ownership of the property
throughout the affordability period of 15 years. In the event that HPLP defaults on any
of the contractuatl arrangements or sells the property, the loan will be immediately due
and payable.
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Community Action of Northeast Indiana, Inc.

Schedule B-1
Schedule of Expenditures of Federal Awards
Year Ended October 31, 2013

Federal
CFDA
Federal Grantor/Pass-Through Grantor/iProgram Title Number Grant Number Expenditures
U.S. DEPARTMENT OF AGRICULTURE
Passed-Through Indiana Department of Education
{ 1) Child and Adult Care Food Program 10.558 1020008 $ 311,158
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Pagsed-Through Indiana Housing and Community Bevelopment Authority
( 2) Emergency Solutions Grant Program - Allen County 14.231 ESRR-011-03 289,979
( 3) Emergency Solutions Grant Program - Elkart & Kosciusko Counties ESRR-012-02 66,915
Passed-Through City of Fort Wayne
( 4) Emergency Solutions Grant Program - Ready to Rent N/A 44,221
Subtotal CFDA #14.231 401,115
Passed-Threugh indiana Housing and Community Development Authority
{ 5) Shelter Plus Care 14.238 SC-012-0012 212,391
{ 8) Permanent Supportive Housing 14.267 SC-013-0019 21,656
Passed-Through Indiana Housing and Communily Development Authority
( 7) Section 8 Housing Choice Vauchers 14.871 SHO12 136,432
SHO13 595,946
Subtotal CFDA #14.871 732,378
U.S. DEPARTMENT OF LABOR
Passed-Through Northeast Indiana Regional Workfarce Investment Board
( 8) Jobs for America's Graduates 17.259 Youth 2012-CANI-01 442,350
Youth 2013-CANI-01 353,125
Subtotal CFDA #17.259 795,475
U.S. DEPARTMENT OF VETERANS AFFAIRS
Direct
( 9) Supportive Services for Veteran Families 64.033 12-IN-539 356,705
{including $79,428 of delegated expenses) 14-IN-1C8 34,815
Subtotal CFDA #64.033 391,520
U.S. DEPARTMENT OF ENERGY
Passed-Through Indiana Housing and Community Development Authority
{ 10) Weatherization Assistance for Low-Income Persaons 81.042 WX-010-007 479,201
WX-013-007 25,354
{ 11) Weatherization Assistance for Low-lncome Persons Carry Over WX-013-007-C 37,156
Subtotal CFDA #81.042 541,711
See Independent Auditor's Report. 26




Community Action of Northeast indiana, Inc.

Schedule B-2
Schedule of Expenditures of Federal Awards
Year Ended October 31, 2013

Federal
CFDA
Federal Grantor/Pass-Through Grantor/Program Title Number Grant Number Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed-Through Indiana Housing and Community Development Authority

( 12) Low-Income Home Energy Assistance Weatherization 93.568 WL-013-007 1,132,814
WL-014-007 52,152
( 13) Low-Income Home Energy Assistance L1-013-007 4,155,479
LI-014-007 69,432
( 14) Residential Energy Assistance Challenge Options Pragram RE-013-007 26,487
Subtotal CFDA #93.568 5,436,364

Passed-Through Indiana Housing and Community Development Authority
{ 15) Community Services Block Grant 93.569 C8-012-007 63,538
CS-013-007 848,773
{ 16) Community Services Block Grant - BEED CS5-10-024CSBG 50,000
Subtotal CFDA #93.569 760,309

Direct Grant
( 17) Microenterprise Development Program 23.576 S0RG0093/02 72,828

Passed-Through Iindiana Family and Social Services Administration

{ 18} Child Care Mandatory and Matching Funds of the Child 93.596
Care and Development Fund F1-2-02-12-34-1671 504,112

Direct Grant
{ 19) Head Start (including $432,469 of delegated expenses) 93.600 05CH4038/47 5,707,960

See independent Auditor's Report. 27




Community Action of Northeast Indiana, Inc.

Schedule B-3
Schedule of Expenditures of Federal Awards
Year Ended October 31, 2013

Federal
CFDA
Federal Grantor/Pass-Through Grantor/Program Title Numbher Grant Number Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (Continued)

Passed-Through Indiana Housing and Community Development Authority
(20) Assets for Independence Demonstration Program 93.602 iDAO11-0088 967

Passed-Through Indiana Depariment of Commerce and Indiana Rural Health Association
{ 21) Noble County Qutreach Project 93.912 HRSA-12-083 57,553

Corporation for National and Community Service

Passed-Through the Office of Faith Based Initiatives

(22) AmeriCorps 94.006 F20-3-12-AC-001 106,147
F20-3-12-AC-002 12,052
Subtotal CFDA #34.006 118,199

TOTAL FEDERAL EXPENDITURES § 16,065,694

Notes to Schedule of Expenditures of Federal Awards

Note 1 - Basis of Presentation

The accempanying schedule of expenditures of federal awards (the “Schedule™) includes the tederal grant activity of Community Action of Northeast Indiana, inc.
under programs of the federal government for the year ended October 31, 2013. The information in this schedule is presented in accordance with the requirements
of the Office of Management and Budget (OMB) Circular A-133, dwdits of States, Local Governments, and Non-Profit Organizations. Because the schedule
presents only a selected portion of the operations of Community Action of Northeast Indiana, Inc, it is not intended to and does not present the financial position,
changes in et assets or cash flows of Community Action of Northeast Indiana, Inc.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the acerual basis of accounting. Such expenditures are recognized following the cost principles contained
in OMB Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Pass-through entity identifying numbers are presented where available.

See Independent Auditor's Report. 28




WIPFLL

Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters

Board of Directors
Community Action of Northeast indiana, Inc. and Subsidiaries
Fort Wayne, Indiana

We have audited, in accordance with auditing standards generally accepted in the United States 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 Community Action of Northeast
Indiana, Inc. and Subsidiaries, which comprise the statement of financial position as of October 31, 2013,
and the related statements of activities and cash flows for the year ended October 31, 2013, and the
related notes to the financial statements, and have issued our report thereon dated June 24, 2014. The
financial statements of Hopewell Pointe GP, Inc. and Energy Savers Consultants, LLC were not audited
in accordance with Government Auditing Standards, and, accordingly, this report does not include
reporting on internal control over financial reporting or instances of reportable noncompliance associated
with Hopewell Pointe GP, Inc. and Energy Savers Consultants, LLC.

Internal Controf Over Financial Reporting

In planning and performing our audit, we considered Community Action of Northeast Indiana, Inc.'s
internal control over financial reporting (internal control) to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statemenis,
but not for the purpose of expressing an opinion on the effectiveness of Community Action of Northeast
Indiana, Inc.’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Community Action of Northeast indiana, Inc.'s internal control.

A deficiency 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 combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented or detected and corrected 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 the attention of 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 contral 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. We did identify a certain deficiency in internal
controt that we consider to be a significant deficiency, which is described in the accompanying schedule
of findings and questioned costs as item 2013-001.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Community Action of Northeast Indiana, Inc.’s
financial statements are free from 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.

Responses to Findings

Community Action of Northeast Indiana, Inc.’s responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. Community Action of
Northeast Indiana, Inc.'s response was not subjected to the audit procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

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 Community Action of
Northeast Indiana, Inc.'s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Community Action of
Northeast Indiana, Inc.'s internal control and compliance. Accordingly, this communication is not suitable
for any other purpose.

Wg%a LLP

Wipfli LLP

June 24, 2014
Madison, Wisconsin
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WIPFLI.

Independent Auditor’s Report on Compliance With Requirements For Each Major Federal
Program and on Internal Control Over Compliance

Board of Directors
Community Action of Northeast Indiana, Inc.
Fort Wayne, Indiana

Report on Compliance for Each Major Federal Program

We have audited Community Action of Northeast Indiana, Inc.’s compliance with the types of compliance
requirements described in the Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that could have a direct and material effect on each of its major federal programs for the
year ended October 31, 2013. Community Action of Northeast Indiana, Inc.’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management's Responsibility for Compliance

Management of Community Action of Northeast Indiana, Inc. is responsible for compliance with the
requirements of laws, regulations, contracts, and grants applicable to its federal programs.

Auditor's Responsibility

QOur responsibility is to express an opinion on compliance for each of Community Action of Northeast
Indiana, [nc.’s major federal programs 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; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller 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 couid
have a direct and material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about Community Action of Northeast Indiana, Inc.’s 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 each major

federal program. However, our audit does not provide a legal determination on Community Action of
Northeast Indiana, Inc.’s compliance.
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Basis for Qualified Opinion on Compiiance for Low-Income Home Energy Assistance Program

As described in item 2013-002 in the accompanying schedule of findings and questioned costs,
Community Action of Northeast Indiana, Inc. did not comply with requirements regarding eligibility that
are applicable to its Low-Income Home Energy Assistance (LIHEAP) program. Compliance with such
requirements is necessary, in our opinion, for Community Action of Northeast Indiana, Inc. to comply with
requirements applicable to that program.

Qualified Opinion on Compliance for Low-Income Home Energy Assistance Program

in our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph,
Community Action of Northeast Indiana, Inc. complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on the Low-
Income Home Energy Assistance program for the year ended October 31, 2013.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, Community Action of Northeast Indiana, Inc. complied, in all material respects, with the
types of compliance requirements referred to above that could have a direct and material effect on each
of its other major federal programs identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs for the year ended October 31, 2013.

Report on Internal Control Over Compliance

Management of Community Action of Northeast Indiana, [nc. is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance reguirements referred
to above. In planning and performing our audit of compliance, we considered Community Action of
Northeast Indiana, Inc.’s internal control over compliance with the types of requirements that could have
a direct and material effect on a major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report 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 internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of Community Action
of Northeast Indiana, Inc.’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified a
deficiency in internal control over compliance that we consider to be a material weakness as described in
the accompanying schedule of findings and questioned costs as item 2013-002.

A deficiency in internal control over compliance exists when the design or operation of a control 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 combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected and corrected on a timely basis. A significant deficiency 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 the attention of those charged with governance.
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Community Action of Northeast Indiana, Inc.’s responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. Community Action of
Northeast Indiana, Inc.’s response was not subjected to the audit procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

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

(/U%w LLP

Wipfli LLP

June 24, 2014
Madison, Wisconsin
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Community Action of Northeast Indiana, Inc.

and Subsidiaries

Schedule of Findings and Questioned Costs

Section | - Summary of Auditor’s Results

Financiat Statements

Type of auditor’s report issued: Unmodified
Internal controi over financial reporting:
Material weakness(es) identified? No
Significant deficiency(ies) identified not
considered to be a material weakness? Yes
Noncompliance material to financial statements noted? No
Federal Awards
Internal control over major programs:
Material weakness(es) identified? Yes
Significant deficiency(ies) identified not
considered to be a material weakness? No
Type of auditor's report issued on compliance for major
programs Modified
Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Section .510(a)? Yes
[dentification of major federal programs:
CFDA Number Name of Federal Program or Cluster
14.231 Emergency Solutions Grant Program
14.871 Housing Choice Voucher Program
64.033 Supportive Services for Veteran Families
93.568 Low-Income Home Energy Assistance Program
Dollar threshold used fo distinguish between Type A and
Type B Programs $481,971
Auditee qualified as low-risk auditee? No
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Community Action of Northeast Indiana, Inc.
and Subsidiaries

Schedule of Findings and Questioned Costs

Section If - Financial Statement Findings
AUDIT ADJUSTMENTS (2013-001)
Condition

During our audit, Wipfli LLP proposed multiple adjusting journal entries which we deem to be significant
in relation to the consolidated financial statements. These entries were subsequently recorded by
management. Since Community Action of Northeast Indiana, Inc.’s internal controls did not detect and
correct these adjustments prior to the audit, a significant deficiency exists in Community Action of
Northeast Indiana, Inc.’s controls over year end close and financial statement preparation.

Criteria

OMB Circular A-110, Subpart C.21(b)(1), and Department of Health and Human Services Regulation 45
CFR, Part 74.21(b)(1), require that . . . the grant recipient have a financial system that provides for
accurate, current, and complete disclosure of the financial results of each federally-sponsored project or
program. [n addition, OMB Circular A-110, Subpart C.21(b)(3), and Department of Health and Human
Services Regulation 45 CFR, Part 74.21(b)(3), require . . . Effective controf over and accountability for aff
funds, property, and other assets. Recipients shall adequately safequard all such assefs and assure
they are used solely for authorized purposes.

Effect

As a result of not performing the necessary adjustment to significant account balances, a significant
deficiency exists in internal controls.

Recommendation

We recommend Community Action of Northeast Indiana, inc. implement procedures to provide sufficient
internal controls to identify and correct any misstatements in the general ledger on a monthly basis.

Management Response

These audit adjustments were the result of a one-time transaction between CANI and CANI's Center for
Community and Economic Development. CANI has reviewed their internal control processes relating to
account reconciliation and reporting and has implemented procedures to ensure accurate reporting in the
future.
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Community Action of Northeast Indiana, Inc.
and Subsidiaries

Schedule of Findings and Questioned Costs

Section Il — Federal Award Findings and Questioned Costs
FILE DOCUMENTATION AND ELIGIBILITY{2013-002)

DEPARTMENT OF HEALTH AND HUMAN SERVICES, LOW-INCOME HOME ENERGY ASSISTANCE
WEATHERIZATION PROGRAM, CFDA #93.568, GRANT #WL-013-007, GRANT PERIOD 10/01/12 -
09/30/13

DEPARTMENT OF HEALTH AND HUMAN SERVICES, LOW-INCOME HOME ENERGY ASSISTANCE
WEATHERIZATION PROGRAM, CFDA #93.568, GRANT #WL-014-007, GRANT PERIOD 10/01/13 -
09/30/14

DEPARTMENT OF HEALTH AND HUMAN SERVICES, LOW-INCOME HOME ENERGY ASSISTANCE
PROGRAM, CFDA #93.568, GRANT #LI-013-007, GRANT PERIOD 10/01/12 - 09/30/13

DEPARTMENT OF HEALTH AND HUMAN SERVICES, LOW-INCOME HOME ENERGY ASSISTANCE
PROGRAM, CFDA #93.568, GRANT #LI-014-007, GRANT PERIOD 10/01/13 - 09/30/14

Questioned Costs: None
Condition

During the audit, there was evidence that the internal control systems in place related to the Low-Income
Home Energy Assistance Program and the HHS Weatherization Program failed to provide reasonable
assurance that Community Action of Northeast Indiana, Inc. is managing the program in compliance with
the provisions of the grant agreement. Specifically, we noted the following:

+ 11 out of 30 files selected for testing had income calculation and documentation errors.

o |t was determined that in 2 out of these 11 files with errors, that there is not enough clear
documentation of the income calculation to determine if the participants were eligible to receive
benefits.

These issues indicate there is a material weakness in internal control over file documentation and the
inability to support eligibility determinations in accordance with program guidelines.

Criteria
OMB Circular A-133, Subpart C Sec._.300 (b), requires that . . . the grant recipient shall maintain internal
control over federal programs that provides reasonable assurance that the auditee in managing federal

awards in compliance with laws, regulations, and the provisions of contracts or grant agreements that
could have a material effect on each of its federal programs.
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Community Action of Northeast Indiana, Inc.
and Subsidiaries

Schedule of Findings and Questioned Costs

Effect

Because of the missing or incomplete eligibility documentation noted in our audit, Community Action of
Northeast indiana, Inc. is not in compliance with federal regulations. We consider this to be a material
noncompliance and a material weakness in internal control over compliance.

Recommendation

We recommend that Community Action of Northeast Indiana, [nc. review existing controis to determine
the cause for the issues. Management should determine if the weaknesses were due to personnel or
ineffective internal control systems. Management should make modifications to personnel and existing
controls as necessary to ensure compliance with the grant requirements.

Management Response

CANI has reorganized the department that administers Energy Assistance to create increased focus on
eliminating errors. While we are already putting in extra funds for personnel beyond what the grant
provides, we will add again in the coming year to ensure that we have the staff capacity to focus on error
reduction. Extra training will be provided to personnel doing Energy Assistance applications. We will
significantly increase the percentage of files that are audited internally as well.

Contact Person: Stephen Hoffman, President/CEQ
Corrective Action Period: Fiscal year 2014

Section |V — Prior Year Findings and Questioned Costs
AUDIT ADJUSTMENTS (103112-01)

Condition

During our audit, Wipfli LLP proposed multiple adjusting journal entries which we deem to be significant
in relation to the consolidated financial statements. These entries were subsequently recorded by
management. Since Community Action of Northeast Indiana, Inc.’s internal controls did not detect and
correct these adjustments prior to the audit, a significant deficiency exists in Community Action of
Northeast Indiana, Inc.’s controls over year end close and financial statement preparation.

Criteria

OMB Circular A-110, Subpart C.21(b)(1), and Department of Health and Human Services Regulation 45
CFR, Part 74.21(b)(1), require that . . . the grant recipient have a financial system that provides for
accurate, current, and complete disclosure of the financial results of each federally-sponsored project or
program. In addition, OMB Circular A-110, Subpart C.21(b)(3), and Department of Health and Human
Services Regulation 45 CFR, Part 74.21(b)(3), require . . . Effective control over and accountability for alf
funds, property, and other assets. Recipients shall adequately safequard all such assets and assure
they are used solely for authorized purposes.
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Community Action of Northeast Indiana, Inc.
and Subsidiaries

Schedule of Findings and Questioned Costs

Effect

As a result of not performing the necessary adjustment to significant account balances, a significant
deficiency exists in internal controls.

Recommendation

We recommend Community Action of Northeast Indiana, [nc. implement procedures to provide sufficient
internal controls to identify and correct any misstatements in the generai ledger on a monthly basis.

Management Response’s to the Prior Year Finding

CAN] failed to book revenue earned and an accrued expense for its subsidiary, Hopewell Pointe, as
outlined in the terms of the Development agreement. Management has implemented a process whereas
Management and Fiscal will meet to discuss the terms of all financial agreements of CANI and its
subsidiaries in order to ensure accurate reporting.

Current Year Status of Prior Year Finding

There is a repeat finding in the current year.
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