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STATE OF INDIANA

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

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

June 5, 2014

Board of Directors
Human Services, Inc.
P.O. Box 588

1585 Indianapolis Rd.
Columbus, IN 47202

We have reviewed the audit report prepared by Gauthier & Kimmerling, LLC, for the period
January 1, 2012 to December 31, 2012. 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 Human
Services, Inc., as of December 31, 2012, and the results of its operations for the period then ended, on
the basis of accounting described in the report.

We call your attention to the findings in the report. The schedule of findings and questioned costs
includes two major program findings for federal awards.

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

Paul D. Joyce, CPA
State Examiner
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Gauthier & Kimmerling, LLc
accountanis & advisors

7340 Shadeland Station « Suite 100 - Indianapolis, IN 46256 < (317) 572-1130

Independent Auditors' Report

Board of Directors

Human Services, Inc.
and Subsidiaries

Columbus, Indiana

Report on the Financial Statements

" We have audited the accompanying consolidated financial statements of Human Services, Ine.,
Inc. and Subsidiaries (the Organization), which comptise the consalidated statement of financial
position as of December 31, 2012, and the related consolidated statements of activities,

functional expenses, and cash flows for the year then ended and the related notes to the
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 of America; 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

ur 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 of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audif to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounis and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, inciuding the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, 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 wel[ as
evaluating the overall presentation of the c:onsohdated financial statements.

V}'e believe that the audit evidence we have obtained is sufﬁment and appropriate to prowde a
biasis for our audit opinion.



Opinion

-In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects; the consolidated financial position. of the Organization as of December 31,
2012, and the changes in its net assets and ifs cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matiers

Other Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying supplementary information on pages 20 - 25 is
presented for purposes of additional analysis and is not a required part of the consolidated
financial statements, Such information is the responsibility of management and was derived
from and relates directly to the underlining 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 consclidated financial statements or to the
consolidated financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the

information is faitly stated, in all material respects, in relation to the consolidated financial
staiements as a whole.

Ofher Repotiing Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
August 27, 2013 on our consideration of the Orgamzations 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 controi over financial reporting -and compliance and the
results of that testing, and not to provide an opinion on 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 the Organization’s internal controt over financial
reporting and compliance.

Lot m/% Lec

-fAugust 27, 2013



HUMAN SERVICES INC. AND SUBSIDIARIES _
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2012

ASSETS

CURRENT ASSETS

. Cash and cash equivalents
Security deposits
‘Mortgage escrows

Accounts receivable
Accounts receivable - tenant
Grants receivable

Reserves

Prepaid expenses

Other current assets

Total Current Assets

Properly and Equipment

Buildings

SiteI costs

Personal Property

Equipment

Land and fand improvernents

Less accumulated depreciation
Total Property and Equipment

Other Assets

Intangible asséts, net
Notes receivable

Total Other Asseils

‘Total Assets

$ 396252
48,702
81,000
28,210

7,005
520,963
348,486

43,753
1,641

1,476,102

14,970,883
814,261
379,640

1,517,250
463 BR7

18,145,921
(6,224,847)

11,820,974

18,438
29,534

47972

$ 13,445,048

(Contihued)



HUMAN SERVICES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION - Continue

Curtent Liabilities

Accounts payable

Accounts payable - limited partners
Developer fees payable

Acciued salaries and wages
Accrued interest payable

Accrued real estate {axes
Advances payable

Sectirity deposits

Prepaid rent

Note payable - current portion

Total Current Liabilities

LOMJ[-Term Liabilities

NoteI;s payable - less current portion
Tg,ota[ Long-Term Liabilities

Total Liabilities

Net Asssts

Non-confrolling inferest in net assels

Unrestricied Net Assetls

Total Unrestricted Net Assets

Total Liabilifies and Net Assets

The accompanying notes are an int

DECEWMBER 31, 2012 '

LIABILITIES AND NET ASSETS

324,651
54,728
234,200
163,479
924,138
61,982
204,153
49,578
1,635

804,189

2,832,733

4,233,647

4,233,647

7,086,380

4,182,897

2,186,771

. 2,195,771

$ 13,445,048

egral part of the financial statements.
4



HUMAN SERVICES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

REVENUES AND OTHER SUPPORT

Government grants ) $ 8,546,766
Contributions .

i 438,632
MNet rental income 878,305
Interest Income 3,475
Miscellaneous tenant charges : _ 10,667
Otfer income N 121,027
Inkind donations 398,387

| -

{ : :

Ren;'enues and other support 10,397,269

: .

!Tota{ Unrestricted Revenues and Other Support 10,397,269
EXPENSES =
CSBG ' 336,017
Section 8 . 2,762,652
Energy assistance . 397,271
Headstart 4,022,954
Woeatherization 124,625
WIC : 325,244
USDA 87,618
HFRP . ) 93,439
Commodities ; 441,389
CCDF 100,332
Low-income housing 1,257,552
Qther programs . 802,055

Total Program 10,751,148
Man;':lgement and general 429 435

!

Total Expenses 11,180,583
Increase (decrease) in net assets

hefore non-controlling interest (783,314)
Non-conirolling interest's portion of loss 455,239
Increase (decrease) in net assets (328,075)
Unrestricted net assets - beginning of year 2,623,846
Unrestricted net assets - end of year $ . 2,195771

The accompanying notes are an integral part of the financial statements.
' 5
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HUMAN SERVICES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assels

Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation
Amortization
Change in non-controlling interest

(Increases) decreases in operafing assets:
Granis receivable
Accounts raceivable
Accounts receivable - fenant
tMortgage escrow
Security deposits
Operating reserves
Notes receivable
Inventory
Other Assets
Prepaid expenses

Increases (decreases) in operating liabiiities:
Accounts payable
Accounts payable - limited pariners
Accrued interest payable
Accrued rea| estate taxes
Accrued salaries and wagas
Security deposits
Prepaid rent
Advances payable

Net Cash Provided by (Used in) Operating Aclivities

CASH FLOWS FROM INVESTING ACTIVITIES

Net deposiis to replacement reserve
Furchase of property and equipment

Net Cash Provided by (Used In) [nvesting Activilies

CASH FLOWS FROM FINANCING ACTIVITIES
Payment on debt '
. Net Cash Provided by (Used in) Financing Activities
Net increase (decrease) in cash
Cash - beginning of year
Cash - end of year

[nterest paid during the year

The accompanying notes are an integral part of the financial statements.
8

$

(328,075)

729,074
3,673
(455,239)

77,129
8,498
136
2,818
(4,235)
16,519
17,438
36,704
(318)
6,453

71,088
12,312
107,897
6,482
29,085
" 1,008
(1,994)

2,244

338,745

(20,007)

{173,219)
(193,226)

{67,142)
(67,142)

78377

317,875

$
3

396,252

135,678



HUMAN SERVICES, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2012

NATURE OF THE ORGANIZATION

The consolidated financial statements include the accounts of Human Services, Inc. (the
Organization) and its wholly owned subsidiaries, HSI Properties, Inc. and HSI Solutions,
inc.  The statements also- include the following for-profit tax credit partnerships
established to construct and rent apartment units to low-income individuals, which
results in federal income tax credifs being made available to investors: Oak Hill
Apartments, L.P., Oak Hill Apartiments Ui, L.P., Pearson Place, L.P. and Ridgecrest
Limited, L.P. HSI Properties is the general partner in each of these partnerships and
has a .01% confrolling financial interest in Pearson Place, L.P. and .1% controlling
interest in the others. HSi Properties also has a 50% controlling financial interest in
Jerman Housing, LLC, an entity which has a .01% controlling financial interest as a
general partner in Jerman Housing, L.P., an entity -which also constructs and rents
apartment units to low-income mdl\nduals HSI Properties is also the non- managmg ‘

general partner of Brownstown Senior Housing, L.P. which is not consolidated in this
© report.

Human Services, Inc. was incorporated and commenced operations as a non-for-profit
organization on October 20, 1865, under the laws of the State of Indiana. The
Organization is committed to helpmg families and chiidren improve their quality of life in
Bartholomew, Brown, Decatur, Jackson, Johnson and Shelby counties in Indiana. On
. November 26, 1990, Human Services, Inc. formed HSI Propetties, Inc. (Properties) as a
wholly owned subsidiary under the laws of the State of Indiana. As discussed below,
Properties holds a general partner interest in six low-income housing projects. HSI
Solutions, Inc. was formed on April 16, 2009 as a wholly owned subsidiary under the

laws of the state of Indiana. The for-profit venture was formed to provide construction
services to the properties owned by Properties.

Oak Hill Apartments, L.P. was formed in 1896 for the purpose of constructing 48 housing
units in Seymour, Indiana, - The units are rented.to low-income individuals and, as a
result, federal income tax credits are available to investors. As discussed above, the
sole general partner is Properties. The investor limited partner is House [nvestments — -

1997 Tax Credits, L.P. The special limited parner is House Investments Credit
Associates, LLC.

Oak Hill Apartments lf, L.P. was formed in 1999 for the purpose of constructing 24
housing units in Seymour, Indiana. The units are rented to low-income individuals and,
as a result, federal income tax credits are available to investors. As discussed above,
the sole general pariner is Properties. The investor limited pariners are House
lnvestments — Midwest Corporate Tax Credit Fund V, L.P., House Investments — lrwin
Union Tax Credit Fund, L.P., and House Investments — Midwest Corporate Tax Credit

Fund IV, L.P. The special limited partner is House Investments Credit Associates I,
LLC.

(Continued)



NATURE OF THE ORGANIZATION - Continued

Pearson Place, L.P. (the Parinership) was formed in 2005 for the purpose of
constructing 35 housing units in Shelbyville, Indiana. The units are rented to low-income
individuals and, as a result, federal income tax credits are available {o investors. As

discussed ahove, the sole general partner is Properties. The limited partner is Enterprise
Housing Partners XUl Limited Partnership.

Ridgecrest Limited, L.P. {the Partnership) constructed 20 housing units in Greenshurg,
Indiana. Nineteen of the units are rented to low-income individuals and, as a result,
federal income tax credits are available to investors. As discussed above, the sole
general partner is Properties. The investor limited partner is House investments —

Midwest Corporate Tax Credit Fund 1V, L.P. and the special limited partner is House
Investments Credit Assogsiates, LLC.

Jerman Housing, L.P. (the Partnership) was formed in 2002 for the purpose of
constructing 38 housing units in Greensburg, Indiana. The units are rented to low-
income individuals and, as a result, federal income tax credits are available {o investors.
The general parner is Jerman Housing, LLC, of which Properties and Maxwell
Properties V, Inc. are members. The limited partner is Freddie Mac Equity 1I-ESIC-
Limited Partnership. The sponsor of the project is Human Services, Inc.

Brownstown Senior Housing, L.P. (the Partnership) was formed in 2007 for the purposes
of constructing 35 housing units in Brownstown, Indiana. A portion of those units are
rented to low-income individuals and, as a result, federal income tax credits are available
fo investors. The general partners are SCIDCO, LLC, the managing general partner, -

and Properties. Properties has a .0049% interest in the Partnership. The limited partner
is Enterprise Housing Alliance Fund i, L.P.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Organizatibﬁ'and Subsidiaries have been prepared on

the accrual basis of accounting and accordingly reflect all significant receivables,
payables and other liabilities.

The Organization received granis from the State of Indiana and the federal government
to carry out certain program aciivities. The grants are received under contracts which
require the Organization to submit to the State of Indiana. appropriate records of services

provided to eligible individuals. Revenues under the confract are recognized as the
services are provided.

The Subsidiary and the entities in which it holds a controllmg interest recognizes
revenue as it is earned and billed.

The preparation of financial statements in conformity with generally accepted accounting ™ -
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues

and expenses during the reporing period. Actual results could differ from those
estimates.

(Continuead)
10



SIGNIFICANT ACCOUNTING POLICIES - Continued

The Organization follows the practice of capitalizing all expenditures in excess of $5,000
for properly and equipment at cost. The fair value of donated fixed assets is similarty
capitalized. Depreciation is provided using the straight-line method over estimated

useful lives of 5-40 years. The following is a summary of the lives for each class of
assel:

Buildingsfleasehold imporvements 5-40 yearé
Equipment ' 5-10 years
Vehicles 5-10 years

When property is sold, retired or otherwise disposed of, the related cost and
accumulated deprec;atlon are eliminated from the accounts and any resulting gain or

loss is credited or charged to income. Expenditures for maintenance and repairs are
expenses when incurred.

Total deprebiation expense for the year ended December 31, 2012 was $729.074.

The Organization is exempt from federal income tax under Section 501(c)(3) of the
.Internal Revenue Code. In addition, the Organization qualifies for the charitable
contribution decluction under Section 170(b)(1)(A) and has been classified as an
organization that is not a private foundation under Section 509(a)(2). Income tax
expense for the Subsidiaries will include federal and state taxes currently payable and
deferred taxes arising from temporary differences between income for financial reporting
and income tax purposes. No such differences existed as of December 31, 2012. The

Organization believes it is no longer subject to income tax examination for years prior to
2009.

The Organization and subsidiaries have adopted the accounting policy to recognize a
tax benefit only if it is more likely than not the tax position would be sustained in a tax
examination with a tax examination being presumed to occur. The amount recognized
will be the largest amount of tax benefit that is greater than 50% likely of being realized

on examination. For tax positions not meeting the more likely than not test, no tax
benefit will be recorded.

The cost of providing various programs and other activities has been summarized on a
functional basis in the consolidated statement of activites and in the consolidated
statement of functional expenses; Accord[ng[y, certain costs have been allocated
among the programs and supporting services benefitted.

The grants receivable represent amounts the Organization has filed claims for the year
ended and were awaiting payment. A substantial majority of receivables are due from

government sources. The amount deemed uncollectible is zero. Therefore, no bad debt
allowance is conSJdered necessary.

Long-lived assets and certain identifiable intangibles held and used by the Organization
are reviewed for impairment whenever events-or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable.

(Continued)
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SIGNIFICANT ACCOUNTING POLICIES — Continued

The Organization is required to report information regarding its financial position and
activities accarding to three classes of net assets: unrestricted net assets, temporarily
restricted net assets and permanently restricted net assets. For comparability purposes,
the Subsidiary’s financial statement presentation follows that of the Organization. A

description of the unrestricted, temporarily and permanently restricted net assets classes
- follows:

o Unrestricted netf assets represent the portion of net assets of the Organization
that is neither permanently restricted nor femporarily restricted by donor-imposed

stipulations. Unrestricted net assets include expendable funds available for the
support of the Organization.

o Temporarily restricted net assets represent contributions and other inflows of
assets whose use by the Organization is limited by donor-imposed stipulations
that either expire by passage of time or can be fulfilled and removed by actions of
the organization pursuant to those stipulations. Temporarily restricted net assets
also include, pursuant to Indiana law, cumulaiive appreciation and reinvested

gains on permanently restricted net assets, which has not been appropriated by
the Board of Directors.

o Permanently restricted net assefs represent contributions and other inflows or
assefs whose use by the Organization is limited by donor-imposed stipulations

that neither expire by passage of time nor can be fulfilled or otherwise removed
by actions of the Organization.

~ The Organization’s unrestricted net assets are presented on the statement of financial

position. The Organization does not have any temporarily or permanently resiricted net
assets.

The Organization reporis gifts of cash and other assets as restricted support if they are
received with donor stipulations that limit the use of the donated assets. When a donor
restriction expires, that is, when a stipulation restriction ends, or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the statement of activities as net assets released from restriction.

if a restriction is fulfilled in the same time period in which the contribution is received, the
Organization reports the support as unrestricted.

Support funded by grants is recognized as the organization performs the confracted
services under grant agreements. Grant revenue is recoghized as earned as the eligible
expenses are incurred, Grant expenditures are subject to audit and acceptance by the
granting agency and, as a result of such audit, adjustments coutd be required. Amounts

required priof to expendltures being incurred would be reflected as refundab[e advances
in the consolidated siatement of financial position.

Donated marketable securities are presenied at their fair m_arket {/aiue.

Rental income is recognized as rental payments become due. Rental payments
received in advance are deferred until earned. All leases between the Organization and
the tenants of the property are operating leases.

{Continued)
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SIGNIFICANT ACCOUNTING POLICIES —~ Continued

Common costs of the Organization are allocated to benefitting programs using various
allocation methods, depending on the type of joint cost being allocated. Common costs
are those costs incurred for the common benefit of all agency programs, but which

cannot be readily identified with a final cost ob]ectlve Cost allocation methods for the
Organization are as follows:

o Personnel — Agency administrative personnel record the fime they spend working
on specific programs and general agency matters on their time sheets. The time
specifically identifiable to a particutar program is charged to that program. The

time spent on general agency matters is charged o programs using a
percentage based on the direct [abor charges to programs.

o Supplies — All supplies purchased for general use and stored in the main office
-supply room will be charged fo the Community Service Block grant.

o Bullding — Unallocated occupancy costs are allocated based on the rent
distribution at each location. Rent distributions are based on square footage
used by each program at each specific location. Occupancy costs include rent,

utilities, pest control, trash pick-up, security, fire protection, and storage and
building maintenance.

o Printing Cosis ~ Unallocated printing costs are allocated based on each

program’s percentage of direct labor hours. The most recent month s calculated
percentage is used.

o |psurance — Insurance is allocated to benefitting programs depending on the
equipment, space or people covered by the insurance. Unallocated insurance is
allocated based on the payroll of the program, the number of employees

- involved, amount of assigned eguipment and/or the rent distribution for the
specific location. Examples of unallocated insurance include Officers and
Directors insurance and non-profit umbrella policy.

o QOther Joint Costs — Other joint costs (telephone, computer usage, etc) are
allocated to agency programs based on the amount used by each program.

It is the policy of the Crganization to record the estimated fair market value of certain in-
kind donations as. an expense In its financial statements and similarly increase revenue
and support by the same amount. For the year ended December 31, 2012, this totaled

$398,397 and is included in revenue and support on the consolidated statement of
activities.

The Organization has recorded in-kind contributions for professional services on the
- consolidated statement of activities. The Organization is required by generally accepted.
accounting principles to only report 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. These requirements are different from the in-kind requirements of the
Organization's grant funding sources.

(Continued)
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SIGNIFICANT ACCOUNTING POLICIES - Continued

Of the  $398,397 of in-kind contributions and related expenses recorded in the
Organization’s consolidated statement of activities for the year ended December 31,
2012, contributed services meeting the requirement of generally accepted accounting
principles are $70,150. During 2012, the organization also received other in-kind
- contributions {otaling $263,487, related fo its Head Start program which includes

services from non-professional volunteers during 2012, which are not recorded in the
consolidated statement of activities.

Head Start in-kind professional services 3 70,150
Supplies/food/space - in-kind 328,247

Total In-Kind per GAAP 398,397
Head Start volunteer services 263,487
Total in-Kind for All Programs $ 661,884

Permanent financing costs are amortized over the term of the morigage using the
straight-line method. Accounting principles generally accepted in the United States of
America require the effective yield method fo be used to amortize financing costs;
however, the effect of using the straight-line method is not materially different from the

results that would have been obtained under the effective yield method. Syndication
costs are capitalized and not amortizad. .

CASH AND CASH EQUIVALENTS

For purposes of the statements of cash flows, investments with an original maturity of
three months or less are considered fo be cash equivalents. ’

The Organization maintains its cash balances at a commercial bank. These accounts at
this institution are -insured by the Federal Deposit Insurance Corporation (FDIC) up fo
$250,000 as of December 31, 2012. The balance in excess of FDIC coverage is
collaterally secured by the bank with treasury bills. At December 31, 2012, bank

balances in excess of FDIC coverage were approximately $179,000. There have been
no losses in such accounts.

PENSION PLAN

The Organization has a 403(b) Plan (the Plan) in which employees may participate upon
their employment. Participants may contribute up to 20% of their pretax annual
compensation to the Plan and the Organization may make discretionary contributions to
the Plan on behalf of the employees. The paiticipant is 100% vested immediately for
any discretionary contributions and participant contributions. The Organization made no
discretionary contributions to the Plan during the year ended December 31, 2012,

14



5.

LONG-TERM DEBT

Note payable - 1% note payable to the Federal Home
l.oan Bank Affordable Housing Program (AHP) dafed -
May 7, 1999, payable at maturity in May, 2017.

Note payable - 1% note payable to First Financial Bank
(formerly Irwin Union Bank) of Home Investment
Partnership Program (HOME) funds dated September
1, 1997, payable at maturity in September 2017.

Note payable - 5.5% note payable to First Financial
Bank (formerly lrwin Union Bank), payable in monthly
installments of $2,676 with interest for 58 months and a
final halloon payment due at maturity in October 2013.

Note payable - 1% note payable to the Federal Home

Loan Bank (AHP) funds dated February 11, 2000,

annual inferest payments from available cash flow of the
affiliated housing project.

Note payable - 5.79% note payable to the Indiana
Housing and Community Development Authority
(IHCDA) HOME program dated June 22, 1999,
payments of principal and interest from the available
cash flow of the affiliated housing project.

Note payable - 4.65% note payable fo the Federal
Home Loan Bank AHP Program dated June 30, 2003,
payments of principal and interest from the available
cash flow of the affiliated Housing project.

Note payable - 4.17% note payable to the Federal
Home Loan Bank (AHP funds) dated July 30, 2003,
payments of principal and interest from the available

* cash flow of the affiliated housing project,

Note payable - 1% note payable to the Federal Home
Loan Bank (AHP funds) dated December 1, 2005,
annual interest payments from the available cash flow of

the affilialed housing project. Mafures December 31,
2035. y

Note payable - 5% note payable to [HCDA HOME funds
dated December 1, 2005, payments of principal and
interest from the available cash flow of the affiliated
housing project. Matures December 31, 2035,

15

$ 235,732

490,132

260,299

300,000

208,500

360,000

Long-term debt of the Organization consisis of the following as of December 31, 2012:

300,000

500,000

500,000

(Continued)



5.

LONG-TERM DEBT - Continued

Note payable - Union Bank provided Oak Hil
Apartments with $617,835 in December 1998. Interest
on this loan is payable based on United States Treasury
Securities plus 2.25%. -Monthly payments of $4,361 are
to be made. Note matures. December 11, 2013.

Note payable - First Financial Bank provided Pearson
Place with $600,000. The note bears interest at 7.2%
and requires monthly payments of $4,115. The note
matures on December 7, 2022. )

Note payable - Enterprise Housing Partners XVIi
Limited Partnership provided Pearson Place with

$62,794. The note is interest free and due on June 30,
2019,

Note payable - Enterprise Housing Partners XV
Limited Partnership provided Pearson Place with

$48,206. The note is interest free and due on June 30,
2017.

-Note payable - Enterprise Housing Pariners XVl

Limited Partnership provided Pearson Place with
$100,000. The note bears interest at 7.2% and has

monthly payments of $679. The note matures on
December 31, 2021. -

Note payable - Old National Bank provided Ridgecrest
Limited with $425,000. The note was sold to Bayview
Loan ‘Servicing in 2006, The note bears interest at 8%

with monthly payments of $3,280. The note matures on
October 15; 2015,

Note payable - Main Source Bank provided Jerman
Housing with $360,000. The note bears interest at 8%

with monthly payments of $2,670. The note matures in
February 2032.

Note payable - [ndiana Housing and Community
Development Authority made available $57,500 for use
in their Business Enterprise and Economic Development
program. The funds are to be loaned out to local
businesses. Should the program become discontinued,
the funds will need to be repaid or approval from IHCDA
must be obtained to use the funds for other uses.

16

404,862

566,820

62,794

49,206

86,317

317,597

327,977

57,600

$ 5,037,836

(Continued)



5.

LONG-TERM DEBT - Continued

The future maturities of long-term debt are as follows for the year ended Decermnber 31,

2013 $ 804,188
2014 97,439
2015 307 057
2016 21,392
2017 748,748
Thereafter 3,059,011
$ 5,037,836

OPERATING LEASES

The Organization leases various facilities and equipment for opsration of its programs.

Rental expense included in the consolidated statement of activities for the year ended
December 31, 2012 was $322,323.

Future minimum lease payments for these leases are as follows for the year ended
December 31,

2013 $ 130,241
2014 111,823
2015 61.043
2016 . 27,248
2017 22,658
Thereafter 131,180
$ 485,198

None of the subsidiaries held leases during the year ended December 31, 2012.

LINE OF CREDIT
The Organization has a line of credit with First Financial Bank in the amount of

$125,000. The line of credit matures on December 6, 2013 and was renewed for three
month periods as needed. No funds were drawn on the line of credit at year end.

CONCENTRATIONS

The Organization receives a majority of its funding from federal grants accounting for
82% of total revenue in 2012,

SUBSEQUENT EVENTS

Subsequent events have been evaluated through the report date, which represents the

date the financial statements were available to be issued. Subsequent events after that
date have not been evaluated,

17



10.

11,

FAIR VALUE MEASUREMENT

In accordance with Accounting Standards Codification (ASC) 820, the Organization
measures its assets and liabilities at fair value using a three-level hierarchy that
prioritizes the inputs used to measure fair value. This hierarchy requires that entities
maximize the use of observable inputs and minimizes the use of unobservable inputs
when measuring fair value. The three levels of inputs used are as follows:

o Level 1 - Quoted prices in active markets for identical assets or liabilities
o Level 2 ~ Quoted prices for similar-assets or liabilities in active markets

o. Level 3 — Unobservable inputs for the asset or liability based on the best
availahte inforrnation

There were no assets or liabilities valued on a recurring basis as of December 31, 2012.

The fair value of short-term financial instruments, including cash and cash equivalents,
security deposits, reserves, accounts receivable, inventory, prepaid expenses, accounts
payable, prepaid revenues, and other accrued liabilities approximate the carrying value
in the accompanying financial statements due to the short maturity of such instruments.

The .fair value of long-term liahilities, including notes payable, approximates the carrying
value in the accompanying financial statements based on current borrowing rates.

All methods of assessing fair value result in a general approximation of value and such
value may never be realized. .

CONTINGENT LIABILITY ~

The Organization provides repairs and improvements to owner occupied residences.
The Organization holds a mortgage equal to the amount of the repairs for each
participating homeowner. These mortgages are forgivable if the mortgagor owns and
occupies the mortgaged premises for at least thirty-six (36) months.

As of December 31, 2012, the Organization holds 1 mortgage. with a total halance of
$24,470. While the Organization holds the zero percent forgivable mortgage, the
anticipated future collections cannot be determined. Although this mortgage is secured
by a lien on the home, there is a possibility that the Organization may have to repay the
governmental funds used under this program if the owner occupant does not occupy the
home for the thirty-six (36) month mandatory period. The final liability, if any, to be paid
cannot be determined at this time. Accordingly, these financial statements do not reflect
any liability, which may arise as a result.

18



12. CAPITALIZED COSTS

The capitalized costs and relatéd amortization are as follows at December 31, 2012:

Accumulated
Basis Amortization

Permanent financing costs $ 43201 § 24,763

Estimated annual amortization expense for each of the next five years is as follows:

Year ending December 31,

2013 $ 1,517
2014 2,281
2015 2,159
2016 1,710
2017 1,710

19
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- STATEMENT OF REVENUE AND EXPENSES

HUMAN SERVICES, INC.
HEAD START PROGRAR
GRANT NO. 05CH4176/46

FOR THE PROGRANM YEAR ENDED DECEMBER 31, 2012

REVENUE

Grant award
Undrawn grant funds
| ocal cash

In-kind contributions

Total Revenue

EXPENSES

Salaries and wages

Payroll taxes

Employee Benefits
Employee Related Expenses
Professional Fees

Supplies

Communications

Shipping

Occupancy Costs
Equipment Rental and Maintenance
Printing

Travel

Conferences

Specific Assistance to Individuals
Membership Dues

Insurance Expense

Full Year Early

Part-Day Head Start Total
$2,840,734 $ 908,498 $3,547,232
68,738 11,693 80,431
398,897 - 398,897
3,108,369 918,191 4,026,560
1,609,784 611,817 2,221,701
177,212 61,392 238,604
342,388 66,678 402,066
13,893 1,518 15,411
26,932 14,194 41,126
124,804 55,1860 179,964
26,694 9,345 36,039
2,994 345 3,339
308,275 80,125 366,400
24,764 5,103 29,867
4,192 1,857 6,049
134,536 13,873 148,409
35,877 10,179 46,056
256,578 g 256,587
140 765 905
18,711 4 720 - 23,431
3,105,774 917,180 4,022,954
$ 2595 % 1011 § 3605

See independent auditor's report
25
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Gauthier & Kimmerling, LLc
accountants & advisors

7340 Shadeland Station *» Suite 100 » Indianapolis, IN 46256 « (317) 572-1130 '

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

Independent Auditors’ Report

Board of Directors
Human Setvices, Inc.
Columbus, Indiana

We have audited, 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, the financial
statements of Human Services, Inc. (HSI), which comprise the consolidated statement of
financial position as December 31, 2012, and the related consolidated statements of activities,
functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated August 27, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered HSI’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of HSI's
internal control. Accordingly, we do not express an opinion on the effectiveness of HSI’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 attention by those charged with governance.

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

As part of obtaining reasonable assurance about whether HSI’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. :

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
HS!'s internal control over compliance. This report is an integral part of an audit performed in
.accordance with Government Auditing Standards in considering HSI's ‘internal control and
compliance. Accordingly, this communication is not suitable of any other purpose.

stpichos, w%%. e

August 27, 2013




Gauthier & Kimmerling, LLc
accountants & advisors

7340 Shadeland Station + Suite 100 * Indianapolis, [N 462566 * (317) 572-1130

Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; .
And Report on the Schedule of Expenditures of Federal Awards
Required by OMB Circular A-133

Independent Auditors’ Report

Board of Directors
Human Services, Inc.
Columbus, Indiana

Report on Compliance for Each Major Federal Program

We have audited Human Services, Inc.'s (HSI) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on each of HSI's major federal programs for the year ended
December 31, 2012. HSI's major federal programs are identified in the summary -of auditors'
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs -

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of HSI'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 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 HSI’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 of HSI's
compliance.
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Opinion on Each Major Federal Program

In our opinion, HSI 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 major federal
programs for the year ended December 31, 2012.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questioned costs as items 2012-1 and 2012-2. Our
opinion on each major federal program is not modified with respect to these matters.

HSI's responses to the noncompliance finding identified i our audit are described in the
accompanying schedule of findings and guestioned costs. HSi's response was not subjected to .
the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

Report on Internal Control Over Compliance 7

Management of HSI is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered HS['s internal control over compliance with
the types of requirements that could have a direct and material effect on each 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 fo test
and report on internal control over compliance in accordance with OMB Circular A-1 33, 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 HSI's internal
control over compliance. '

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
contro! over compliance, such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with the type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, we identified certain deficiencies in internal control over compliance, as
described in the accompanying schedule of findings and questioned costs as items 2012-1 and
2012-2, that we consider to be significant deficiencies,
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HSI's responses to the internal control over compliance findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. HSI's response was
not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

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

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

We have audited the consolidated financial statements of HSI as of and for the year ended
December 31, 2012, -and have issued our report theredn dated August 27, 2013, which
contained an unmodified opinion on those consolidated financial statements. Our audit was
conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by OMB Circular A-133 and is not a required part of
the consolidated financial statements. Such information is the responsibility of management
and was derived from and relates 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 consolidated financial statements
or to the consolidated financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. [nour
opinion, the schedule of expenditures of federal awards is fairly stated in all material respects in
relation to the financial statements as a whole.

Locotins” QL%% Lec

August 27, 2013




Human Services, Inc.
Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2012

Federal  Pass-Through .
Federal Grantor/Program Title/ CFDA  Granfor's Federal
Pass-Through Grantor Number  Number Expenditures
U.S. Department of Agriculture
Women, Infants & Children - Indiana State Department
of Education 10.557  WIC 375-1 $ 324,350
Child and Adult Care Food Program - Indiana State 10.558  01-03-0014 252,525
Department of Education
Rural Business Enterprise Grant - Indiana State 10.783 RDBCP-09-RBEG 17,500
Depariment of Education
Total U.S. Department of Agriculture 594,375
U.S. Department of Housing and Urban Development
Supportive Housing Program 14.235 51,112
10,105
49,825
10,279
Total Supportive Housing Program 121,321
Energy Shelter Grant Program - Indiana Housing
and Community Development Authority 14231  ES-011-029 63,733
ESRR-011-02 98,774
Total Emergency Shetter Grant Program 152,507
Homeless Prevention and Rapid Re-housing
- Indiana Housing and Community Development Authority 14,257  HPRP-09-16 69,730
Section 8 Voucher Program 7
- Indiana Housing and Community Development Authority  14.871  SH-006-002 2,765,644
Total U.S. Department of Housing and Urban Development 3,109,202
U.S. Department of Energy
Weatherization Assistance for Low-income Persons
- indiana Housing and Community Development Authority ~ 81.042  WX-010-013 76,800
Home Energy Conservation for Low-income Persons
- Indiana Housing and Community Development Authority  81.042 HEGC-012-013 27,482
Total U.S. Department of Energy 104,282

{Continued)




Human Services, Inc.
Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2012

(Continued)
Federal Pass-Through
Federal Grantor/Program Title/ CFDA  Grantor's Federal
Pass-Through Grantor Number Number _Expenditures
U.S. Depariment of Homeland Security
Emergency Food and Shelter Program 97523 N/A 12,012
Total U.S. Depariment of Homeland Security 12,012
U.S. Depariment of Human Services: -
Head Sfart Cluster :
Head Start Program 93.600 05CH-4176-47 2,640,734
Early Head Start 83.709 05SA-4176-02 906,498
Early Learning Mentoring Coached Grant 03.708  90ST0052-01 80,431
Total Head Start Cluster 3,627,663
Low Income Home Energy Assistance
- Indiana Housing and Community Development Authority 93,568 LI-008-013-3 350,321
' WL-012-013 1,568 572
Total Low Income Home Energy Assistance 1,908,803
Community Services Block Grant . -
- Indiana Housing and Community Development Authority 93569  CS-012-013 337,967
Business Enterprise & Economic Development
, - Indiana Housing and Communily Development Authorify 93569  CS-010-023CSBG 10,000
Total U.S. Depariment of Human Services 5,884,523

Total Expenditures of Federal Awards

$ 9,704,394

*Includes $1,283,126 paid directly to Indiana Housing and Communify Development Authority on behalf of HIS.




Human Services, Inc.
Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2012

The following describes the significant accounting policies used in the preparation of the
schedule of expenditures of federal awards:

Basis of Presentation ~ The accompanying schedule of expenditures of federal awards (the
“Schedule”) includes the federal grant activity of HSI under programs of the federal government
for the year ended December 31, 2012. The information in this schedule is presented in
accordance with the requirements of the Office of Management and Budget (OMB) Circular A-
133, Audit of States, Local Governments and Non-Erofit Organizations. Because the schedule
presents only a select portion of the operations of HSI, it is not intended to and does not
present the financial position, changes in net assets or cash flows of HSI.

Summary of Significant Accounting Policies — Expenditures reported on the schedule are
reported on the accrual 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.
Negative amounts shown on the Schedule represent adjustments or credits made in the normal
course of business to amounts reported as expenditures in prior years. Pass-through entity
identifying numbers are presented where available.




Human Services, Inc.
Summary Schedule of Prior Audit Findings
For the Year Ended December 31, 2012

ITEM NUMBER AUDIT FINDING

FINDING NO. 2011-01 Specific program documentation was not centralized or
reviewed for completeness for the Section 8 program
which resulted in missing, inaccurate and/or incomplete
forms. :

Corrective Action: This was repeated as finding No. 2012-02.




Human Services, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2012

Section | - Summary of Auditors' Results

Financial Statements:

Type of auditor report issued: Unmodified
Internal control over financial reporting:
- Material weakness(es) identified? No

- Significant deficiency(ies) identified that are not
considered to be material weaknesses? None reported

Noncompliance material to financial statements noted: No

Federal Awards:
Internal control over major programs:
- Material weakness{es) identified: No

-  Significant deficiency(ies) identified that are not
considered fo be material weaknesses? Yes

Type of auditors' report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in accordance with Section
510(a) of Circular A-1337 Yes

Identification of major programs:

CFDA Number(s) Name of Federal Program
93.600, 93.7089,
93708 Headstart Cluster
10.557 Women, Infants, and Children
14.871 Low-income Housing Assistance Program

93.569 Community Services Block Grant




Human Services, Inc.

Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2012 -

Section [ - Summary of Auditors' Results - confinued

Dollar threshold used

to distinguish between type A and type B programs: $300,000

Auditee qualified as fow-risk auditee? No

Section Il - Financial Statement Findings

No matters were reported.

Section lil - Federal Award Findings and Questioned Costs

FINDING NO. 2012-01

U.S. Department of Human Services
CFDA #93.600 — Headstart; 93.569 - CSBG

Award Year: 1/1/12-12/31/12

Criteria;

Condition:

Context;

Quiestioned Cost;

Effect:

Cause;

Recommendation:

Management response:

Allocated expenses need to be allocated based on the correct
approved allocation method.

Client used incorrect allocation method for certain expenses.

During our review of expenses, we found certain expenses that
required allocation which were allocated using the incorrect
method.

Amount is immaterial to programs.

Specific expenses for programs were different than they should
have been if the correct allocation method was followed. Total
expenses for the programs were correct.

Client uses numerous allocation methods which change
throughout the year. The wrong method was used for certain
expenses at various times during the year.

Allocation of expenses should be reviewed before posting to
ensure the correct method was applied.

HSI has adjusted their aliocation methods beginning in 2013 to
simplify the process. The allocation entries will be reviewed to
ensure the correct method was applied.




FINDING NO. 2012-02

U.S. Department of Housing and Urban Development
Indiana Housing and Community Development Authority
CFDA #14.871 - Section 8 Voucher Program

Award No. SH-006-002

Award Year: 1/1/12-12/31/12

Criteria: Required documentation should be complete, accessible and
accurate,

Condition: Client files inspected contained incomplete and/or missing
documents

Context: During our review of tenant files, we found files that were not in

compliance due to the condition stated above.

Questioned Cost: None

Effect: Some documentation was incomplete and/or missing.

Cause: Specific program documentation was not centralized or reviewed
for completeness which resulted in missing, and/or incomplete
forms.

Recommendation: HSI should maintain client files in accordance with grant

requirements in a systematic manner

Management response: HSI will review all current client files and ensure they are
complete, accurate and in compliance with grant requirements.






