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INDEPENDENT AUDITORS' REPORT

Board of Directors
Hoosier Uplands Economic Development Corporation
Mitchell, Indiana

We have audited the accompanying statement of financial position of Hoosier Uplands
Economic Development Corporation (a nonprofit organization) as of December 31, 2008, and
the related statements of activities and changes in net assets cash flows for the year then
ended. These financial statements are the responsibility of Hoosier Uplands Economic
Development Corporation’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
reguire that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of Hoosier Uplands Economic Development Corporation as of
December 31, 2008, and the changes in net assets and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
August 18, 2009, on our consideration of Hoosier Uplands Economic Development
Corporation’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 Governmental Auditing Standards and should be
considered in assessing the results of our audit.
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Board of Directors
Hoosier Uplands Economic Development Corporation
Page 2

Our audit was performed for the purpose of forming an opinion on the basic financial statements
taken as a whole. The Schedule of Functional Expenses on pages 15 through 35 and the
Statement of Financial Position and Statement of Activities for both New Horizon Apartments
and Persimmon Park Apartments on pages 37 through 40 are presented for purposes of
additional analysis and are not a required part of the financial statements of Hoosier Uplands
Economic Development Corporation. The accompanying Schedule of Expenditures of Federal
Awards is presented for purposes of additional analysis as required by U.8. Office of
Management Budget Circular A-133, Audits of States, Local Governments and Non-profit
Organizations and is also not a required part of the basic financial statements of Hoosier
Uplands Economic Development Corporation. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

Melbsdey, Mieslso & Gorpany, L2

McCauley, Nicolas & Company, LLC
Certified Public Accountants

Jeffersonville, Indiana
August 18, 2009



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

STATEMENT OF FINANCIAL POSITION
December 31, 2008

ASSETS
CURRENT ASSETS
Cash $ 1,246,443
Certificates of deposit : 6,875,259
Grants receivabie 930,873
Patient receivables 1,103,312
Accounts receivable 4,636
Other receivables 39,277
Other assets 4,583
TOTAL CURRENT ASSETS 10,204,383
Property and equipment, net 9,438,579
Notes receivable from related entities 2,265,625
Development fee receivable 216,823
Investments in related entities 1,530
TOTAL ASSETS i 22,126,840
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES '
Current maturities of long-term debt 3 39,973
Accounts payable 1,277,898
QOther liabilities 780,917
Unearned revenue/grants payable 211,081
Reserve for CARPE funds 412,045
TOTAL CURRENT LIABILITIES 2721914
Long-term debt, net of current maturities 4,444 117

Contingent liability (see Note 10) -

TOTAL LIABILITIES 7,166,031
Net assets - unrestricted 14,960,800
TOTAL LIABILITIES AND NET ASSETS $ 22,126,840

See notes to financial statements.
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HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

STATEMENT OF ACTIVITIES
for the year ended December 31, 2008

REVENUES AND OTHER SUPPORT

Contract and program revenue $ 12,426,287
Healthcare revenue 5,235,061
Miscellaneous revenue 1,321,218
In-kind revenue 1,035,304
Interest income 477,730
Rental income 508,378
Gain on disposal of asset 2,000
TOTAL REVENUES AND OTHER SUPPORT 21,005,878
EXPENSES
Program A - Federal Programs
U.8. Department of Heaith & Human Services 3,361,242
U.S. Department of Heaith & Human Services:

{Indiana University) 276,159
U.S. Department of Agriculiure Rural Development 84,553
U.8. Departiment of Housing and Urban Development 24,111

Program B - State Programs
Indiana Family & Social Services Administration 2,402,193
Indiana Housing and Community Development Authority 4,399,529
Indiana State Depariment of Health . 839,313
Indiana Department of Education 713,104
Indiana Tobacco Use Prevention and Cessation
Prevention Initiatives 163,764

Program C - Healthcare Division

Healthcare programs 4,035,350
Program D - General
Local programs 3,169,845
TOTAL EXPENSES | 19,439,163
CHANGE IN NET ASSETS 1,566,815
NET ASSETS, beginning of year ‘ 13,393,004
NET ASSETS, end of year $ 14,960,809

See notes fo financial statements.
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HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

STATEMENT OF CASH FLOWS
for the year ended December 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assetls

Adjustments fo reconcile change in net assets to

net cash provided by operating activities:
Depreciation
Write down of notes receivable

{Increase) decrease in:
Receivables
Other assets

increase (decrease) in;
Accounts payable
Unearned revenue/grants payable
Other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Increase in certificates of deposiH, net

Net cash (used) by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Advances to related party
Payments cn long-term debt

Net cash (used) by financing activities

NET DECREASE IN CASH

CASH
Beginning of year

End of year

SUPPLEMENTAL DISCLOSURE OF CASH FL.OW INFORMATION
Interest paid

See notes fo financial statements.
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$ 1,566,815

307,425
618,309

(436,263)
2,288

305,822
2,265
(781,788)

1,674,871

(1,087,849)
(578,971)

{1,666,820)

(94,025)
(59,804)

(153,829)

(145,778)

1,392,221

$ 1,246,443

$ 90,232




HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of Hoosier Uplands Economic Development
Corporation (HUEDC) is presented to assist in understanding HUEDC'’s financial statements.
The financial statements and notes are representations of HUEDC's management, who is
responsible for their integrity and objectivity. :

The more significant accounting policies of HUEDC are as follows:

Organization and Nature of Operations

HUEDC serves economically disadvantaged citizens in the Indiana counties of Lawrence,
Martin, Orange, Washington, Crawford, Greene and Daviess. The principal programs provided
include low-income home weatherization and energy assistance, in-home nursing and health
care, in-home meal delivery and nutrition services, counseling and information referral services
to the aged and homeless, and Head Start programs for pre-school age children. HUEDC's
funding comes primarily from the Indiana Family and Social Services Adminisiration,
Medicare/Medicaid, U.S. Department of Health and Human Services, Indiana Housing Finance
Authority/indiana Housing Community Development Authority, Indiana State Department of
Health and the Indiana Department of Education in the form of both cost-reimbursement and
performance-based grants. HUEDC is organized as a not-for-profit Community Action Agency,
Area Agency on Aging, certified CHDO, and licensed home health and hospice facility.

In addition to the above, HUEDC is involved in various related entities, all of which were
established principally to acquire real estate and to develop low-income multi-family dwelling
units. See Note 5 for additional information.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables and other liabilities. These financial
statements do not reflect any activity of its wholly-owned subsidiary Shawnee Development
Corporation (Shawnee). As further discussed in Note 5, Shawnee is the general partner of
various partnerships. Total equity of Shawnee is approximately $1,000 as of December 31,
2008.

Categories of Funds

HUEDC also prepares its financial statements whereby the Statement of Activities is classified
into separate categories according to the source and nature of the activity. The four categories
presented are:

1) Federal — includes contracts and grants received directly from agencies of the U.S.
Government. .

2) State —includes contracts and grants received from agencies of the state of Indiana.

3} Healthcare Division — includes the home health services (funded by Medicare, Medicaid,
insurance and private-payers).

4) General — includes the corporate fund which consists of discretionary and board
designated funds, equipment owned by the HUEDC and obligations of HUEDC.




HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS—Continued
December 31, 2008

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Use of Estimates _

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of management’s estimates. Actual results could differ from those
estimates.

Cash Equivalents
HUEDC considers ali short-term investments with an original maturity of three months or less to
be cash equivalents. There were no cash equivalents at December 31, 2008.

Receivables

HUEDC utilizes the allowance method for recording bad debt expense for its grant receivable,
patient accounts receivable, accounts receivables, and other receivables, which is based upon
historical experience coupled with a review of the current status of existing receivables.
Management has determined an allowance of $10,000 was required at December 31, 2008.

Property and Equipment

Property and equipment are currently being capitalized and recorded at cost. Property and
equipment donated are recorded at fair market value at date of donation. Major expenditures
and those which substantially increase useful lives are capitalized. Maintenance and repairs are
charged to expense when incurred.

The cost of property and equipment is depreciated over the estimated useful lives of the related
assets using the straight-line method. The useful lives of property and equipment for purposes
of computing depreciation are:

Buildings and building improvements 5 - 50 years
Office furniture and equipment 3 - 10 years
Home Health equipment 5—20 years

Revenue Recognition

Patient Revenue

Patient accounts receivable and revenue are recorded in the Home Health Division at standard
billing rates when patient services are performed. However, HUEDC is reimbursed by the funding
sources at amounts that often are less than the standard billing rates. The difference between
standard billing rates and the amounts reimbursed by the funding sources is included in the
financial schedules as deductions from revenue and accounts receivable. Amounts reimbursed by
the funding sources are determined in accordance with the provisions of cost-reimbursement
formulas.

Cost Reimbursement Grants
Revenue from cost-reimbursement grants is recognized in the period in which the related
expenses are incurred and claimed for reimbursement,

Performance-Based Grants (Fixed Unit Price)
Revenue from grants wherein HUEDC is reimbursed based upon a contractually agreed-upon
rate Is recognized in the period in which HUEDC renders the service.




HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS—Continued
December 31, 2008

'NOTE 1—-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Expense Allocation

HUEDC reports expenditures that can be identified specifically with a particular program
objective to the appropriate funding source and cost category. HUEDC's indirect administrative
expenses are allocated to the various programs based on a cost allocation plan that was
submitted to the major funding sources.

Advertising
HUEDC expenses advertising costs as incurred. Total advertising expense, principally for its
Healthcare Division, for the year ended December 31, 2008 was approximately $125,000.

NOTE 2—GRANTS RECEIVABLES

Grants receivable at December 31, 2008, consist of the following:

indiana Housing and Community Development Authaority $ 340,673
Indiana Department of Family and Social Services 273,757
U.8. Department of Health and Human Services 45674
Indiana State Department of Health 122,318
Indiana University (AHEC) 74,494
indiana Department of Education 41,894
EDS 26,908
Rural Development 3,300
U.S. Department of Housing and Urban Development 1,757

$ 930873

NOTE 3—PROPERTY AND EQUIPMENT

 Property and equipment at December 31, 2008, consist of the following:

Land $ 552,856
Buildings and building improvements 9,033,621
Office furniture and equipment 443,434
Home Health equipment 175,188
Vehicles 867,767
Construction in process 888,016
11,860,882
Less accumulated depreciation (2,522 303)
Property and equipment, net $ 9438579

Depreciation expense charged to operations was $307,425 for the year ended December 31,
2008.



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS-—Continued
December 31, 2008
NOTE 4-—-NOTES RECEIVABLE FROM RELATED ENTITIES

Following is a summary of notes receivable from related entities (retated through common
ownership) at December 31, 2008 (see Note 5 for additional information):

Note receivable from Bedford Apartments, LP, bearing interest at 5.24%, with no

specific payback terms. Secured by apartment buildings. $ 230,000
Note receivable from Bedford Apartments, LP, bearing inferest at 1%, with no

specific payback terms. Secured by apartment buildings. 250,000
Note receivable from Pioneer Creek Apariments, LP, bearing interest at 5.48%, with

no specific payback terms. Secured by apartment buildings. 187,000
Note receivable from Pioneer Creek Apartments, LP, bearing interest at 5%, with no

specific payback terms. Secured by apariment buildings. 258,000
Note receivable from Aspen Meadows Apartments, LP, bearing interest at 6%, with

no specific payback terms. Secured by apartment buildings. 300,000
Note receivable from Aspen Meadows Apartments, LP, bearing interest at 6%, with

no specific payback terms. Secured by apartment buiidings. 390,000

Note receivable from Shawnee Development Corporation, bearing interest at the
prime rate (7.25% at December 31, 2005), with no specific payback terms.
Secured by apartment buildings in the name of Bedford Apartments, LP. and

Aspen Meadows, L.P. 71,500
Note receivable from Lost River Place, L.P. bearing interest at 5%, with no specific
payback terms. Secured by apartment buildings. 780,000
Note receivable from Spring Town Apartments, L.P. bearing interest at 2.75%, with
no specific payback terms. Secured by apartment buildings. 400,000
Note receivable from Spring Town Apartments, L.P. bearing interest at 1%, with no
specific payback terms. Secured by apartment buildings. 493,500
Note receivable from Lost River Place I, L.P. bearing interest at 4.5%, with no
specific payback terms. Secured by apartment buildings. 50,000
3,420,000
Less provision for possible uncollectability {(1.1564.475)
Total notes receivable from related entities $2.265 525

Although the above notes bear interest, HUEDC has not recognized this interest in the financial
statements because management does not believe this amount will be collected. The total
cumulative interest not recorded is $811,614 at December 31, 2008, of which approximately
$164,000 was an increase in the current year.



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS—Continuad
December 31, 2008

NOTE 5—RELATED PARTY INFORMATION/INVESTMENTS

HUEDC has ownership interest and/or control over various entities as indicated below:

- Shawnee Development Corporation - HUEDC is a 100% sole stockhoider.

- Bedford Apartments, LP - Shawnee Development Corporation is a 0.1% general partner.

- Aspen Meadows, LP - Shawnee Development Corporation is a 1% general partner.

- Pioneer Creek Apartments, LP - Shawnee Development Corporation is a 1% general
partner.

- Lost River Place, L.P. — Shawnee Development Corporation is a 1% general partner.

- 8pring Town Apartments, L. P. — Shawnee Development Corporation is a 1% general
Partner.

During prior years, HUEDC had contributed a total of $1,530 to the investment in Shawnee
Development Corporation in order to fund a general parinership interest of Shawnee
Development Corporation in Bedford Apartments, LP, Aspen Meadows, LP, and Pioneer Creek
Apartments, LP. These entities were principally established to acqunre real estate and to
develop low-income multi-family dwelling units.

NOTE 6—RELATED PARTY INFORMATION/DEVELOPMENT FEE RECEIVABLE

HUEDC, an affiliated entity of the General Partner of Aspen Meadows, L.P., will be paid a
development fee of $518,746 for its services in connection with the development of the project.
HUEDC had earned the entire development fee and received payments of $464,415 as of
December 31, 2008. The remaining development fee at December 31, 2008 of $54,331 is
payable from the Net Cash Flow of the Partnership.

Also, HUEDC, an affiliated entity of the General Partner of Spring Town Apartments, L.P., will
be paid development fees of $302,492 for its services in connection with the development of the
project. At December 31, 2008, the entire fee had been earned and $152,492 remained
payable. The remaining balance will be paid from Investor Limited Partner capital contributions
or cash flow as provided in the Partnership Agreement.

Additionally, HUEDC, an affiliated entity of the General Partner of Lost River Place, L.P., will be
paid development fees of $360,135 for its services in connection with the development of the
project. HUEDC had earned the entire development fee and received $350,135 as of
December 31, 2008. The remaining development fee at December 31, 2008 is $10,000.

10



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS—Continued
December 31, 2008

NOTE 7-—-UNEARNED REVENUE/GRANTS PAYABLE

For grants and contracts where future use of grant funds is contingent upon approval from the
funding source and the grant or contract is of a cost-reimbursement type, HUEDC accounts for
funds received but not yet earned and carried over from one year to the next as unearned
revenue/grants payable. The total unearned revenue/grants payable at December 31, 2008 was
$211,081.

Unearned revenue/grants payable at December 31, 2008 consists of the following:

IHCDA Section 8 $ 81,991
Tobacco grants 71,019
Health Families 23,890
Family and Social Services 28,216
Martin County Health 5,315
Other 650
8 211,081

NOTE 8—RESERVE FOR CAPE FUNDS

HUEDC was awarded a grant for $3,200,000 from the Lilly Endowment, Inc. for the support of
the CAPE education programs in Lawrence, Martin, Orange and Washington counties. The
grant period is from September 1, 2005 through December 31, 2008. HUEDC received an
extension of the grant through December 31, 2009. The entire grant funds were received during
the year ended December 31, 2005. The Lilly Endowment, Inc. reserves the right to reverse the
grant and therefore the unspent balance totaling $412,045 is reflected as a liability.

11



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS-—Continued
December 31, 2008

NOTE 9—LONG-TERM DEBT

Following is a summary of long-term debt at December 31, 2008:

Note payable to Indiana Housing and Community Development Authority, payable in monthly

installments of $1,333 through June 2022. The note carries no interest. Mortgage is secured
by real estate in Lawrence County, Indiana. $ 216,000

Mortgage payabie to Rural Housing Development Corporation, payable in monthly installments
of $2,263 through July 2053. The actual inferest rate on the note is 5.375%, but is discounted
to approximately 1% through a monthly subsidy allowance of $2,868 from Rural Housing
Development Corporation. The mortgage is secured by an apariment complex. 1,040,927

Mortgage payabie to Rural Housing Development Corporation, payable in monthly instaliments
of $1,693 through August 2053. The actual interest rate on the note is 5.375%, butis
giscounted through a monthly subsidy allowance of $2,609 from Rural Housing Development
Corporation. The mortgage is secured by an apartment complex. 763,299

Mortgage payable to Rural Housing Development Corporation, payable in monthly instaliments

of $202 through February 2055. The actual interest rate on the note is 6.00%, but is discounted
through a monthly subsidy aliowance of $298 from Rural Housing Development Corporation.
The morigage is secured by an apartment compiex. 93,782

Mortgage payable to Rural Housing Development Corporation, payable in monghly installments
of $2,788 through December 2057. The actual interest rate on the note is 6.00%, but is
discounted to approximately 1% through a monthly subsidy aliowance of $4,141 from Rural
Housing Development Corporation, The mortgage is secured by an apartment complex. 1,305,465

Mortgage payable to Rural Housing Development Corporation, payable in monthly instaliments
of $2,119 through 2057. The actual interest rate on the note is 6.00%, but is discounted to
approximately 1% through a monthly subsidy allowance of $3,145 from Rural Housing
Development Corporation. The mortgage is secured by an apartment complex. 993,285

Note payable to Integra Bank National Asscciation, payable in monthly instaliments of $390
inctuding interest computed at 8% through 2022, The note is secured by an apartment
complex. 38,665

Note payable to Indiana Housing and Community Development Authority, payable in semi-annual
installments of $1,157 through 2022. The note carries no interest. The note is secured by an

apartment complex. 32,667
Total long-term deht 4484 090
Less current maturities of long-term debt ' (39,973
Long-term debf, net of current maturities $ 4,444 117

12



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS—Continued
December 31, 2008

NOTE 91 ONG-TERM DEBT-—Continued

Aggregate maturities of long-term debt at December 31, 2008 are as follows:

2009 $ 39,973
2010 41,253

2011 42,611
2012 44,051
2013 45,576
Thereafter 4270628
$.4.484,090

NOTE 10—CONTINGENT LIABILITY

In prior years, HUEDC received funds from the Indiana Housing Finance Authority (IHFA)
totaling $750,000. These funds were in the form of a forgivable loan. Should HUEDC fuifill
certain requirements and maintain the operations of the Persimmon Park Apartment complex
through 2018, the loan received will be forgiven. It is management’s intent to comply with the
provisions of this agreement and therefore these proceeds had been recorded as grant revenue
in a prior year and are included in “Net Assets” instead of loan payable in the Statement of
Financial Position.

NOTE 11—DONATED SERVICE/GRANT MATCHING REQUIREMENTS

In the course of providing its programs, HUEDC receives the services of volunteers in the
community and includes the estimated fair value of these services as equal amounts of "in-kind"
revenue and "in-kind" expense. The in-kind revenue and expense is shown directly on the
Statement of Activities.

Certain grants administered by HUEDC during the year ended December 31, 2008, required
HUEDC to attain minimum levels of matching funds consisting of the aforementioned "in-kind"
as well as actual cash contributions. All such contractual requirements pertaining to contracts
ending within the year ended December 31, 2008, were achieved. The total amount of in-kind
contribution received during the year ended December 31, 2008 was $1,035,304.

NOTE 12—LEASED PREMISES AND LEASED COMMITMENTS

HUEDC has entered into various operating leases for office and Head Start facilities which
expire at various dates through June 30, 2010. The total aggregate lease expense for the year
ended December 31, 2008 was approximately $159,000.

At December 31, 2008, the future operating lease obligations for the above leases are as
follows: :

2009 $ 118,765
2010 $ 37,260
2011 $ 27,783

13



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS—Continued
December 31, 2008

NOTE 13—RETIREMENT PLAN

HUEDC has a retirement pian for employees who meet certain eligibility requirements as to age
and length of service. Under the plan, HUEDC will match dollar for dollar an employee's
contributions to his/her plan up to a maximum amount of $80 per pay period per employee.
Employees’ rights under the plan are 100% vested at the time the contributions are made to
their individual accounts. The total amount of plan costs charged fo operations during 2008 was
$149,654.

NOTE 14-INCOME TAXES

The Organization qualifies as a tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code and, therefore, no provision for federal or state income taxes has been
recorded.

FASB Interpretation No. 48 ("FIN 487}, Accounting for Uncertainty in Income Taxes, originally
effective for fiscal years beginning after December 15, 2007, was issued to provide recognition
and measurement requirements for accounting for uncertain tax positions taken on a tax return
for entities, including pass-through enfities such as S corporations and partnerships. FASB
Staff Position ("FSP") FIN 48-3 was issued on December 30, 2008 to defer the effective date of
FIN 48 until fiscal years beginning after December 15, 2008.

In accordance with FSP FIN 48-3, the Company has elected to defer the application of FINS 48.
The Company has implemented a policy to evaluate all local, state, and federal income tax
returns for potential uncertain tax positions taken, as defined by FIN 48, in the year in which tax
returns are filed.

NOTE 15—CONCENTRATION OF RISK

HUEDC's bank cash and certificates of deposit at December 31, 2008 totaled approximately
$8,000,000. In an attempt to minimize its exposed risk, HUEDC maintains these funds with
various financial institutions, Uninsured amounts in excess of the FDIC limits held with these
financial institutions totaled approximately $1,100,000 at December 31, 2008.

NOTE 16—CONTINGENCY

HUEDC is substantially funded by grants and contracts awarded directly and indirectly by the
federal government, the State of Indiana and various other grantees. The majority of the
agreements contain provisions which permit the arrangement to be terminated or the funds
provided to be reduced if HUEDC does not continue to provide services or maintain specific
activities as provided in the grant and contract agreements.

14
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Hoosier Uplands Economic Development Corporation
Statement of Functional Expenses by Funding Source
For the Year Ending December 31,2008

Funded through the Indiana Family & Social Services Administration
Childrens Services Division Programs:

Healthy
Families
Orange Co.

Salaries and Fringe $ 201,405
Mileage, Lodging and Per Diem 12,636
Training, Registrations and Meetings 357
Space Costs 7,245
Supplies and Printing 11,806
Telephone and Postage 3,939
Copier Expense 2,002
Insurance 451
Other Expenses 23,743
3 263,484
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Hoosier Uplands Economic Development Corporation
Statement of Functional Expenses by Funding Source
For the Year Ending December 31,2008

Funded through the Indiana Family & Social Services Administration
Division of Mental Health and Addictions:

Strategic
Prevention
State Incentive
Grant
CFDA #93 243
Salaries and Fringe $ 9,838
Mileage, Lodging and Per Diem 698
Training, Registrations and Meetings 150
Space Costs 875
Contracted Services 5,000
Supplies and Printing 461
Other Expenses 3,305
$ 20,127
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Hoosier Uplands Economic Development Corporation
Statement of Functional Expenses by Funding Source
For the Year Ending December 31, 2008

Funded through the Indiana Housing and Cormmunity Development Authority
via Washington County Commissioners:

Washington Co.

Home Repair &

improvement

CFDA 14.228
Salaries and Fringe $ 14,186
Contracted Services 1,250
Supplies and Printing 121
Telephone and Postage 127
Subcontractor Services 29,025
Other Expenses 64
3 44 753
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' PROGRAM C - HEALTHCARE DIVISION




Hoosier Uplands Economic Development Corporation
Statement of Functional Expenses by Funding Source
For the Year Ending December 31, 2008

Healthcare Division:

Healthcare
Division

Salaries and Fringe $ 2,395,257
Mileage, Lodging and Per Diem 282,078
Training, Registrations and Conferences 3,389
Space Costs 36,983
Equipment 4,689
Supplies and Printing 60,378
Billable Medical Supplies 51,858
Telephone and Postage 42,086
Copier Expense 13,857
Public information 46,700
Insurance 15,887
Other Expenses 204,585
Purchased Services - Hospice 877,603

$ 4,035,350
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PROGRAM D - GENERAL



Hoosier Uplands Economic Development Corporation
Statement of Functional Expenses by Funding Source

For the Year Ending December 31, 2008

Funded through Local Agreements, Donations and Fundraisers:

Salaries and Fringe

Mileage, Per Diem, Lodging and Travel
Space Costs, Repair and Janitorial

Employee Morale
Interest Expense

Utilities

Program Supplies
Telephone and Postage
Copier Costs

Direct Client Assistance
Subcontracted Svcs
Inter Co Support - CSBG
insurance

Depreciation

Write down of notes receivable

Local Programs

Total

$ 1,037,590
32,676
271,814
500
94,639
69,990
97,762
89,215
37,949
62,487
383,580
(29,495)
85,404
307,425
618,300

3 3,159,845
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NEW HORIZON APARTMENTS

PERSIMMON PARK APARTMENTS




NEW HORIZON APARTMENTS
(A Project Owned and Operated by Hoosier Uplands
E=conomic Development Corporation)

STATEMENT OF FINANCIAL POSITION
December 31,2008

ASSETS
CURRENT ASSETS
Cash
Tenant accounis receivable
Rental assistance receivable

TOTAL CURRENT ASSETS

RESTRICTED DEPOSITS AND FUNDED RESERVES
Tenant security deposiis
Reserve for replacements

TOTAL RESTRICTED DEPOSITS AND FUNDED RESERVES

PROPERTY AND EQUIPMENT
Land _
Building and improvemenis
Fumiture and equipment

Less accumulated depreciation
PROPERTY AND EQUIPMENT, NET

TOTAL ASSETS
LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Current portion of long-term debt
Accounis payable
Accrued expenses
Accrued interest

TOTAL CURRENT LIABILITIES

DEPOSIT LIABILITIES
Securify deposit liability

LONG-TERM LIABILITIES ,
Advances from Hoosier Uplands Economic
Development Corporation
Long-term debt, less current portion

TOTAL LIABILITIES
NET ASSETS

TOTAL LIABILITIES AND NET ASSETS
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$ 20,930

2,502
10,907

34,339

8,762
26,520

35,282

60,000
2,948,004
54,015

3,062,019
(294,824)

2,767,195

$ 2,836,816

$ 10,357
4,382
2,500
3,316

20,56b5

8,762

196,883
1,887,652

2,113,852

722,964

$ 2,836,816




NEW HORIZON APARTMENTS
(A Project Owned and Operated by Hoosier Uplands
Economic Development Corporation)

STATEMENT OF ACTIVITIES
for the year ended December 31,2008

REVENUE
Net rental income
Grant fund subsidy revenue
Laundry and vending income
Other income

TOTAL REVENUE

EXPENSES
Administrative expenses
Utilities
Operating and maintenance
Insurance
Interest expense
Depreciation

TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS
Balance, beginning of year

Balance, end of year
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$ 229,436
26,000

3,598

374

259,408

91,667
35,506
98 582
28,356
40,037
66,252

360,400

(100,992)

823,856

$ 722,964




PERSIMMON PARK APARTMENTS
(A Project Owned and Operated by Hoosier Uplands
Economic Development Corporation)

STATEMENT OF FINANCIAL POSITION
PDecember 31,2008

ASSETS
CURRENT ASSETS
Cash
Tenant accounts receivable
Rental assistance receivable

TOTAL CURRENT ASSETS

RESTRICTED DEPOSITS AND FUNDED RESERVES
Tenant security deposiis
Reserve for replacements

TOTAL RESTRICTED DEPOSIfS AND FUNDED RESERVES
PROPERTY AND EQUIPMENT
Land
‘Building and improvements
Furniture and equipment
Less accumulated depreciation

PROPERTY AND EQUIPMENT, NET

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Current portion of long-term debt
Accounts payable
Accrued expenses
Accrued interest

TOTAL CURRENT LIABILITIES

DEPOSIT LIABILITIES
Security deposit liability

LONG-TERM LIABILITIES
Advances from Hoosler Uplands Economic
Development Corporation
Long-term debt, less current portion

TOTAL LIABILITIES
NET ASSETS

TOTAL LIABILITIES AND NET ASSETS
39

$ 17,618
8,373
10,200

36,191

9,732
25139

34,871

112,500
3,455,474
20,590

3,588,564
(181,804)

3,406,760

$ 3,477,822

3 24,547
25,881

7,000

4,280

61,708

8,762

120,475
2,490,203

2,681,148

796,674

$ 3,477,822




PERSIMMON PARK APARTMENTS
{A Project Owned and Operated by Hoosier Uplands
Economic Development Corporation)

STATEMENT OF ACTIVITIES
for the year ended December 31,2008

REVENUE
Net rental income 3 231,500
Grant fund subsidy revenue _ 15,000
Laundry and vending income ' 2,689
Other income 452
TOTAL REVENUE 249 641
EXPENSES
Administrative expenses 75,981
Utilities 26,321
Operating and maintenance 78,316
Insurance 19,919
interest expense 50,391
Depreciation 71,742
TOTAL EXPENSES 322,670
CHANGE IN NET ASSETS (73,029)
NET ASSETS
Balance, beginning of year 869,703
Balance, end of year $ 796,674
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HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
for the period January 1, 2008 to December 31, 2008

Federal
Federal Grantor/Pass Through CFBA Federal
Grantor/Program Title ‘ Number Expenditures
Directly from Department of Health and Human Services:
Head Start 83.600 $2,350,239
Drug Free Communities ' 93.276 89,368
Total directly from the Department
of Health and Human Services 2,439,607
Directly from Department of Housing and Urban Development:
HUD Housing Counseling 14.169 24,11
Directly from Department of Agriculture:
USDA Rural Development Housing Preservation 10.433 84,553
Passed through Indiana State Department of Health:
WIC Martin County 10.557 58,314
Office of Womens Health Diabetes Control 93.088 52,637
Diabetes Control 93.988 6,026
T.B. Prevention 83.116 73,046
Total passed through Indiana
State Department of Health 190,023
Passed through Indiana Housing and Community Dev. Authority:
DOE Weatherization 81.042 156,828
LiHeap Weatherization 93.568 123,358
Sweep Weatherization 93.568 31,488
Energy Assistance 93.568 2,800,655
Section 8 Housing Assistance 14.871 876,100
Springtown Apariments 14.239 5,000
Owner Occupied Rehab 14.238 116,100
CH.D.O. Works 14.239 34,555
CSBG. , 93.569 239,779
Total passed through Indiana Housing and
Community Development Authority 4,383,964
Passed through Indiana State Department of Education:
Child and Adult Food and Nutrition Program 10.558 176,577
21st Century Learning Center Program 84.287C 536,527
Total passed through Indiana
Department of Education 713,104
Passed through Indiana University:
AHEC. 03.824 264,644
Passed through Washington County Commissioners:
Washington County Home Repair & Improvement 14.228 44 753

41



HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS-Continued
for the period January 1, 2008 to December 31, 2008

Federal

Federal Grantor/Pass Through CFDA Federal

Grantor/Program Title ' Number Expenditures

Passed through Indiana Family and Social Services Administration;
B Administration 93.044 50,493
B Access Case Management 93.044 27,289
B Access Information & Referral 93.044 83,084
B Access Transportation 93.044 17825
B In Home Homemaker 093.044 34,842
B IN Home Transportation 93.044 2,452
B Legal 93.044 6,364
B Ombudsman 93.044 3,219
G Home Delivered Meals 93.045 229,763
C Congregate Meals 93.045 89,217
D Preventative Health 93.043 12,540
B Family Caregiver 93.052 41041
VIl Ombudsman Supplemental 93.042 8,223
Elderly Nuttition (NSIP) 93.053 31,529
Pre-Admission Screening 93.778 83,111
Strategic Prevention - S.1.G. 093.243 20,127
S.8B.G 83.667 221,976

Total passed through Indiana Family and
Social Services Administration 981,895

TOTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS $9,106,654

NOTE A - Basis of Presentation:
The above schedule of expenditures of federal awards includes the federal grant activity of
HUEDC and is presented on the accrual basis of accounting. The information in this schedule
is presented in accordance with the requirements of OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Therefore, some amounis presented in this
schedule may differ from amounts presented in, or used in preparation of, the basic financial
staternents.
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Mc " Z@ :' iC 0 l&ZS & Company, LLC

Certified Public Accowsttants

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

Board of Directors
Hoosier Uplands Economic Development Corporation
Mitchell, Indiana

We have audited the financial statements of Hoosier Uplands Economic Development
Corporation (a non-profit organization) as of and for the year ended December 31, 2008, and
have issued our report thereon dated August 18, 2009. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Hoosier Uplands Economic Development
Corporation’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the organization’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
organization’s internal control over financial reporting.

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

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the organization’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Hoosier Uplands Economic

Development Corporation’s financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Directors,
management, federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

WA—M, Neepboo & M lec

McCauley, Nicolas & Company, LLC
Certified Public Accountants

Jeffersonville, Indiana
August 18, 2009
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iC 0 lﬂS & Compangy, LIC

Certified Public Accountants

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors
Hoosier Uplands Economic Development Corporation
Miichell, indiana

Compliance
We have audited the compliance of Hoosier Uplands Economic Development Corporation (a

nonprofit organization) with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to -
each of its major federal programs for the year ended December 31, 2008. Hoosier Uplands
Economic Development Corporation’s major federal programs are identified in the summary of
audit results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to its
major federal programs is the responsibility of Hoosier Uplands Economic Development
Corporation’s management. Our responsibility is to express an opinion on Hoosier Uplands
Economic Development Corporation’s compliance based on our audit,

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 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 could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Hoosier Uplands
Economic Development Corporation's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reascnable basis for our opinion. Our audit does not provide a legal determination of
Hoosier Uplands Economic Development Corporation’s compliance with those requirements.

In our opinion, Hoosier Uplands Economic Development Corporation complied, in all material
respects, with the requirements referred to above that are applicable to each of its major federal
programs for the year ended December 31, 2008.

internal Control Over Compliance

The management of Hoosier Uplands Economic Development Corporation is responsible for
establishing and maintaining effective internal control over compliance with the requirements of
taws, regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered Hoosier Uplands Economic Development Corporation’s
internal control over compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, 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 Hoosier Uplands Economic Development Corporation’s internal control over
compliance.
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A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likellhood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity's internal
control.

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

Hoosier Uplands Economic Development Corporation’s response to the findings identified in our
audit is described in the accompanying schedule of findings and questioned costs. We did not audit
Hoosier Uplands Economic Development Corporation/s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the Board of Directors,
management, federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

Welaley, thtstas & Gmpany, L2

McCauley, Nicolas & Company, LLC
Certified Public Accountants

Jeffersonville, Indiana
August 18, 2009
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HOOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended December 31, 2008

A, SUMMARY OF AUDIT RESULTS

1.

The auditors’ report expresses an unqualified opinion on the financial statements of
Hoosier Uplands Economic Development Corporation.

No reportable conditions were disclosed during the audit of the financial statements
reported in the Report on Internal Control Over Financial Reporting and On
Compliance and Other Matters Based On An Audit of Financial Statements Performed
in Accordance with Government Auditing Standards.

No instances of noncompliance material to the financial statements of Hoosier
Uplands Economic Development Corporation were disclosed during the audit.

No reportable conditions were disclosed during the audit of the major federal award
programs as reported in the Report on Compliance with Requirements Applicable to
Each Major Program and on Internal Control over Compliance in Accordance With
OMB Circular A-133.

The auditors’ report on compliance for the major federal award programs for Hoosier
Uplands Economic Development Corporation expresses an unqualified opinion.

There were no audit findings relative to the major federal award programs for Hoosier
Uplands Economic Development Corporation.

The programs tested as major programs included:

Program CFDA #
Title HIB 93.044
Title HIC 93.045
Headstart 93.600

The threshold for distinguishing Types A and B programs was $300,000.

Hoosier Uplands Economic Development Corporation was determined to be a low-risk
auditee.

B. FINDINGS-FINANCIAL STATEMENTS AUDIT

Nene

C. FINDINGS AND QUESTIONED COSTS—MAJOR FEDERAL AWARD PROGRAMS
AUDIT

Questioned
Findings Cosis
Nene None
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HGOSIER UPLANDS ECONOMIC DEVELOPMENT CORPORATION

Mitchell, Indiana

EXIT CONFERENCE

Subsequent o the conclusion of the audit, an exit conference was held.
Those in attendance, along with those associated with the audit report are as follows:

Representatives of the Agency:

David Miller, Executive Director

Dale Hoffman, Fiscal Director

Representatives of McCauley, Nicolas & Company. LLC:

John C. Pieper, Member

Karen Y. Basham, Manager

The following matters were disculssed at the exit conference:
A. The format and content of the audit report draft.

B. The Agency's review and approval of the audit report.
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