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INDEPENDENT AUDITOR’S REPORT Joseph T. Barkman

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

We have audited the accompanying consolidated statements of financial position of LaCasa, Inc. and its
subsidiaries (a not for profit Organization) (the Organization) as of December 31, 2010 and 2008 and the
related consolidated statements of activities and cash flows for the years then ended. These consolidated
financial statements are the responsibility of the Organization’s management. Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally 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 audit to obtain reasonable assurance about whether the consolidated financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the consolidated financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall consolidated financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of LaCasa, Inc. and ifs subsidiaries as of December 31, 2010 and 2009
and the changes in its net assets and its cash flows for the years 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 March 11, 2011
on our consideration of the Organization’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

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 U.S. Office of Management and Budget Circular A-133, Audits of Stales,
Local Governments, and Non-Profit Organizations, 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. In
our opinion, the information is fairly stated in all material respects in relation to the consclidated financial
statements as a whole.

Y Feedtae c/ny

outh Bend, Indiana
March 11, 2011
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LACASA, INC. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2010 and 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

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

Depreciation

Valuation {recovery) expense
Loss on disposal of assets
Change In beneficial interest

Change in assets decrease (increase):
Receivables

Prepaid expenses

Other assets

Change in liabilities increase {decrease).
Accounts payable and accrued expenses
Advances on contract

Total adjustments

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Proceeds from sale of investments

Purchase investments other

Proceeds from sale of assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase (decrease) in lines of credit
Principal payments of notes payable

Proceeds from notes payable

Net cash provided by (used in} financing activities
Increase in cash

Cash, beginning of year

Cash, end of year

Supplemental disclosure of cash flow information:
Cash paid during the year:
Interest

See Notes to Consolidated Financial Statements.

2010

2008

420,197

$

341,405

142,701

476,019
69,141
(2,042)

(1,400,835)
727
7

58,247
540,699

132,299
(10,000)
114,118

(15,383)

(180,107)
(17,697)
580

(61,461)

(114,626)

{37,651)

305,571

303,754

{1,530,045)

(248,556)
380,206

(894,074)
48,858

758,000

(1,398,395)

{87,216)

254,102
(231,675)
1,700,000

(286,091)
(1,109,422)
1,266,500

1,722,427

{129,013)

629,603

045474

87,525

857,949

5

1,575,077

945,474

119,453

127,200




Note 1.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSGCLIDATED FINANCIAL STATEMENTS

Nature of Activities and Significant Accounting Policies
Nature of Activities:

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

The Organization works in partnership with individuals and communities to create
oppertunities for personal growth, family stability and neighborhood improvement.

A significant portion of the business of the Organization involves purchase and renovation of
single family properties for resale to Jower income families in Elkhart County, Indiana. The
cost of acquisition and repairs normally exceeds the value of the properly. Generally
subsidies are received from grants and contracts to underwrite the difference between value
and cost. Their services are funded through contributions, governmental grants, private
foundation grants, rental receipts and program fees.

Significant Accounting Policies:

Basis of Presentation - Financial statement presentation follows the recommendation of the
Financial Accounting Standards Board (FASB) in its Codification of Financial Accounting
Standards (ASC) ASC 958, Financial Statements of Not for Profit Organizations. Under ASC
958, the Organization is required to report information regarding its financiai position and
activities according to three classes of net assets; unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets.

Statements of Financial Position - The Statements of Financial Position of most
organizations show separate classifications of current assets and current liabilities permitting
a ready determination of working capital. The Organization has several assets and liabilities
for which the current/moncurrent distinction is deemed in practice, difficult to determine.
Therefore, the Statements of Financial Position are presented as unclassified and the assets
and the liabilities are listed in the projected order of liquidity as permitted by ASC 958,
Financial Statements of Not for Profit Organizations.

Consolidation - The consolidated financial statements include the resuits of operations and
account balances of LaCasa, Inc. and its wholly owned subsidiaries, L.aCasa Housing
Corporation, Lincoin Avenue Housing Corporation, LaCasa RC Development Corporation and
LaCasa WTP Development Corporation. Al material intercompany balances and
fransactions have been eliminated.

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

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



Note 1.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Nature of Activities and Significant Accounting Policies {continued)

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

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

Functional Allocation of Expenses - The costs of providing the varlous programs and other
activities have been summarized on a functional basis in the statement of activities.
Accordingly, certain costs have been allocated among the program and supporting service
expenses.

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

Grants Receivable - The Organization receives funding from various sources, primarily
through the Indiana Housing & Community Development Authority HOME Program and
Community Development Block Grants, as a sub grantee of the Cities of Goshen and Elkhart.
These funds are then used for the acquisition of homes and the rehabilitation of homes or
construction of new housing. Repayment terms on rehabilitation of single family units are
unique fo each particular transaction or program. Organization officials believe all the grant
receivables will be collected. Accordingly, no allowance has been recorded.

Loans and Tenant Receivables - Loans and tenant receivables are recorded at the amount
the Organization expects to coliect on balances outstanding at year end. The Organization
writes off or reserves for uncollectible balances. The allowance is based on prior years'
experience and management's analysis of specific receivables. The allowance for doubtiul
accounts was $70,140 and $72,000 at December 31, 2010 and 2009, respectively.

Contributions - Contributions received are considered fo be available for unrestricted use
unless specifically restricted by the donor. Contributions are recognized when the donor
makes a promise to give to the Organization that is, in substance, unconditional
Contributions that are restricted by the donor are reported as increases in unrestricted net
assets if the restrictions expire in the fiscal year in which the contributions are recognized. All
other donor restricted confributions are reported as increases in temporarily or permanently
restricted net assets depending on the nature of the restrictions. When a restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted net assets as satisfaction of
program restrictions. Permanently restricted net assets are those contributed with donor
stipulations that they be held in perpetuity with use of income for unrestricted or temporarily
restricted purposes. The NeighborWorks America Capital Fund, which grants home
ownership and improvement loans, falls within this class of net assets. The corpus of the fund
must be maintained but interest and investment income is unrestricted.

The Organization uses the allowance method to defermine uncollectible unconditional
promises receivable. The aflowance is based on prior years' experience and management's
analysis of specific promises made.



Note 1.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FiNANCIAL STATEMENTS

Nature of Activities and Significant Accounting Policies {continued)

Real Estate Held for Resale - The Organization reviews its investment in real estate for
impairment whenever events or changes in circumstances indicate that the carrying value of
such property may not be recoverable. Recoverabiiity is measured by a comparison of the
carrying amount of the real estate to future net undiscounted cash fiow expected to be
generated by the property including any estimated proceeds from the eventual disposition of
the real estate. if the real estate Is considered impaired, the impairment to be recognized is
measured at the amount by which the carrying amount of the real estate exceeds the fair
value of such propetty.

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

Purchased property and equipment are stated at cost. Maintenance and repairs are charged
to expense as incurred while major renewals and betterments are capitalized. When items of
property or equipment are sold or retired, the related cost and accumulated depreciation are
removed from the accounts and any gain or loss is included in the statement of activities.
Depreciation is computed on the straight line method over the estimated usefu! lives of the
assets.

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

Income Taxes — The Organization’s policy is o record an unrecognized tax benefit from an
uncertain tax position only if it is more likely than not that the tax position will be sustained
upon examination by the tax authorities. Interest and penalties related to gross unrecognized
tax benefits would be included within the provision for income taxes. To the exient accrued
interest and penalties do not ultimately become payable, amounts accrued would be reduced
in the period that such determination is made and refiected as a reduction of the overall
income tax provision. The Organization files a federal and an Indiana state tax return. The
tax years that remain subject fo examination by the federal and Indiana tax jurisdictions date
back to the year ending December 31, 2007.

Beneficial Interest in Assets Held by the Community Foundation - The Organization
records periodic distributions of income and realizes changes in the market value of its
beneficial interest as gains (losses) in the consolidated statements of activities.

Subsequent Events — The Organization has evaluated subsequent events for recognition
and disclosure through March 11, 2011, which is the date the Organization's financial
statements were available to be issued.



Note 2.

Note 3.

Note 4.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Investment in Subsidiaries/Related Party Transaction

LaCasa, Inc. is a 100% owner in the following corporations as of December 31:

2010 2009
LaCasa Housing Corporation $1.00 $ 1,000
Lincoln Avenue Housing Corporation 3 100 $ 100
LaCasa RC Development Corporation $_100 $ 100
LaCasa WTP D'evelopment Corporation $ 100 $ 100

LaCasa, Inc., the parent of LaCasa Housing Corporation, acted as the developer of Arbor
Ridge Apartments, L.P. In accordance with the Partnership Agreement, LaCasa, Inc. is fo
receive a development fee of $550,000 in total. As of December 31, 2010, $283,841 remains
to be collected. In addition, as of December 31, 2010, the Organization advanced to Arbor
Ridge Apartments, L.P. $2,010,9893 inclusive of $671,922 of accrued interest.

LaCasa, Inc., the parent of Lincoln Avenue Housing Corporation, acted as the developer of
Lincoin Avenue Redevelopment, L.P. In accordance with the Partnership Agreement, LaCasa,
Inc. is to receive a development fee of $740,000 in total. As of December 31, 2010, $185,000
remains to be collected. In addition, as of December 31, 2010, the Qrganization advanced o
Lincoln Avenue Redevelopment, L.P. $1,378,088 inclusive of $209,387 of accrued interest.

LaCasa, Inc., the parent of LaCasa RC Development Corporation acted as the developer of
Roosevelt Center, L.P. In accordance with the Partnership Agreement, LaCasa, Inc. is fo
receive a development fee of $777,758 in total. As of December 31, 2010, $284,014 remains
to be collected. In addition, as of December 31, 2010, the Organization advanced to
Roosevelt Center, L.P. $869,653 inclusive of $124,469 of accrued interest.

LaCasa, Inc., the parent of LaCasa WTP Development Corporation acted as the developer of
Eikhart Senior Housing, L.P. In accordance with the Partnership Agreement, LaCasa, inc. is
fo receive a development fee of $450,185 in total. As of December 31, 2010, $343,185
remains to be collected. [n addition, as of December 31, 2010, the Organization advanced {o
Roosevelt Center, E£.P. $665,927 inclusive of $65,238 of accrued interest.

Income Tax Status

The Organization operates as a not for profit corporation under Internal Revenue code Sec-
tion 501(c)(3) and a similar section of the Indiana tax law, which provides exemption from
federal and state income faxes.

Support from Major Funding Sources/Concentrations of Credit Risk

The Organization receives a substantial amount of its support from federal, state and local
agencies. A significant reduction in the level of support, if this were to occur, may have a
significant effect on the Organization's programs and activities. The Organization places its
cash with high credit quality financial institutions. However, the amount of credit exposure o
a financial institution at times is in excess of the insurance limits established by law.



Note 5.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Fair Vaiue Measurements

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

The standards describe three levels of inputs that may be used to measure fair value:

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

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

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

The Organization utifizes the market approach to measure fair value for its financial assets
and liabifities. The market approach uses prices and other relevant information generated by
market {fransactions involving identical or comparable assets or liabilities.

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

Fair Value Measurements at December 31, 2010

Level 1 level 2 Level 3 Total
Amounts included in:
Beneficial interest in assets held
by the Community Foundation % $ $ 81,030 $ 81030

Fair Value Measuremenis.at December 31, 2008

Level 1 Level 2 Level 3 Total
Amounts included in:
Beneficial inferest in assets held
by the Community Foundation $ 5 $ 780988 $ 78088

The beneficial interest in the Elkhart County Community Foundation is considered a level 3
instrument and is based upon externally developed models that use unobservable inputs due
to limited market activity of the instrument. The change in the beneficial interest measured at
fair value for which the Organization has used level 3 inputs to determine fair value as of
December 31, 2010 and 2009 consisted of an unrealized gain of $2,042 and $15,383 in 2010
and 2009, respectively, which is included in the change in net assets (unrestricted) on the
statemenis of activities.



Note 6.

Note 7.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Elkhart County Community Foundation

The Organization applies the provisions of ASC 958-605, Transfers of Assets to a Not for
Profit Organization or Charitable Trust That Raises or Holds Contributions for Others. As of
December 31, 2010, the Organization had invested $80,000, at cost, in a designated separate
fund (the “Fund”’) of the Community Foundation of Elkhart County (the “"Community
Foundation”). The Organization has specified itself as the beneficiary of periodic distributions
of investment earnings. Although the Organization has granted the Community Foundation
variance power pursuant {o the fund agreement between the Organization and the Community
Foundation, under the provisions of ASC 958-605, the Organization is permitted to record an
asset reflecting the present value of its beneficial interest as both donor and beneficiary of its
invested principal and undistributed earnings of the Fund held by the Community Foundation.

With respect to contributions received by the Community Foundation on behalf of the
Organization from other donors, as prescribed by ASC 958-605, this portion of the Fund (fair
value of $9,847 at December 31, 2010) has not been reflected as part of the Organization’s
beneficial interest.

At December 31, 2010 and 2008, the fair value of the investments held by the Community
Foundation for which the Organization is both donor and beneficiary is reflected in the
statement of financial position as “beneficial interest in assets held by the Community
Foundation.” The Organization receives periodic distributions of investment earnings from the
Fund which are made in accordance with the distribution policy of the Community Foundation.

During the years ended December 31, 2010 and 2009, the Organization received distributions
of $4,650 and $5,125, respectively from the Community Foundation.

Real Estate Held for Resale
Original Cost Plus tmprovements

Location December 31, 2010
Held for future development $ 120,039
Currently in development 56,807
Neighborhood Stabilization Program 858,108
Total real estate held for resale 1,034,954
Valuation allowance (486,019)
Net real estate held for resale $ 548935

ASC 360-10-5, Accounting for the Impairment of Long Lived Assets and for Long Lived
Assets to be Disposed Of, requires impairment losses to be recorded on long lived assets
used in operations when indicators of impairment are present and the undiscounted future
cash flows estimated to be generated by those assets are less than the assets’ carrying
amount. If such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value of
the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair
value less costs to sell.

The real estate held for resale is recorded at cost. The eventual sales proceeds from these
properties may be less than the carrying value of the property.
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Note B.

Note 9.

Note 10.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Loans and Tenant Receivables
Loans are granted to low and middle income residents of Elkhart County, Indiana for the
purchase of homes. These loans are in accordance with grant restrictions. Interest rates

range from 0% to 7.25%. Terms range from 7 to 30 years. All loans are secured by deeds of
trust. Loans and tenant receivables consisted of the following at December 31:

010 2009
Current portion $ 76,650 $ 1,601,327
Long term portion 2,832,799 807.087
Total $2909443 $2408414

Interest is recognized over the term of the loan and is calculated using the simple interest
method. As of December 31, 2010 and 2008, there was $312,577 and $62,228 in loans
greater than 90 days past due, respectively.

Property and Equipment

Property and equipment at December 31, 2010 and 2009 consists of the following:

2010 2009
Land and buildings $ 781,230 $ 773,696
Real estate rental properties 2,874,005 2,975,530
Furniture and equipment 271,308 233,131
Vehicle 1,163 1,163
4,027,794 3,983,520
Less accumulated depreciation (1.341.625) (1,255,650}
Net property and equipment $ 2,686,169 $2727870

Lines of Credit

The Organization has a $300,000 line of credit available, of which $289,761 was utilized as of
December 31, 2010. The line bears interest at .39% below prime with a floor of 4% with an
effective rate of 4% at December 31, 2010. The agreement calls for monthly interest
payments on the previous month's activity. The principal amount is due on demand or at
maturity on June 20, 2011. The line of credit is secured by a mortgage on real estate. The
Organization has various covenants relating to this debt, one of which was violated at
December 31, 2010. The violation has been waived by the bank.

The Organization has a second line of credit available as of December 31, 2010. The
$600,000 bank line of credit, of which there was none outstanding at December 31, 2010,
hears interest at prime with a floor of 4% with an effective rate of 4% at December 31, 2010.
The agreement calls for monthly interest payments on the previous month’s activity. The
principal amount is due on demand or at maturity on July 11, 2013. The line of credit is
secured by a mortgage on real estate. The Organization has various covenants relating to this
debt, of which one was violated at December 31, 2010. The violation has been waived by the
bank.
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Note 10.

Note 1.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Lines of Credit (continued)

The Organization has a third line of credit available as of December 31, 2010. The $250,000
bank line of credit, of which there was none outstanding at December 31, 2010, bears interest
at LIBOR plus 3.450% with an effective rate of 3.7% at December 31, 2010. The agreement
calls for monthly interest payments on the previous month's activity. The principal amount is
due on demand or at maturity on March 10, 2011. The line of credit is unsecured.

Notes Payable

Notes payable consists of the following as of December 31:

2010 2009
1.5% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing Cctober, 2012, $ 20,000 $ 20,000
2.75% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing April, 2012, 40,000 40,000
3% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing October, 2011, 25,000 25,000
2% unsecured note payable due to an individual, interest only
due in guarterly installments, maturing December, 2011, 13,348 13,348
5% unsecured note payable due to an individual, interest only
due in quarterly installments, maturing December, 2011. 39,348 39,348
2% unsecured note payable due fo an individual, interest only
due in quarterly instaliments, maturing December, 2011. 30,000 30,000
4% unsecured note payable due to an individual, interest only
due in quarterly instaliments, maturing February, 2011. 20,000 20,000
3% unsecured note payable due to an individual, interest only
due in guarterly installments, maturing September, 2011. 20,000 20,000
2.75% unsecured note payable due to an organization, interest
only due in quarterly installments, and matures upon demand. 15,000 15,000
6.215% mortgage payable fo Lake City Bank in monthly instail-
ments of $5,468, including interest. Collateralized by real estate.
A balloen payment is due in June, 2013. 675,496 757,393
Interest free mortgage payable to City of Goshen in monthly
instaliments of $250. Collateralized by real estate and matures
at the fime the property is soid. 32,500 35,500
6.39% note payable to First State Bank of Middlebury, due in
monthly instaliments of $2,234 including interest, secured by real
estate. A balloon payment is due in March, 2015. 246 569 258,304
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Note 11.

Note 12.

LACASA, INC. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Notes Payable {continued)

5.13% note payable to Horizon Bank, interest only due in monthly,
instaliments of $2,685 including interest, secured by real estate.
A ballcon payment is due in December, 2014. 318,665 333,795

1% unsecured note payable due to an individual, interest only
due in guarterly installments, maturing October, 2011, 20,000

4% unsecured note payable to First State Bank, interest only
due in monthly instaliments. The loan was paid off in 2010. 80,000

3.71% unsecured note payable to MMA Community Development
Investments, Inc., interest only due semi annually in January and
July, maturing July, 2015. 300,000

1% unsecured note payable to the City of Goshen, interest and
principal due November, 2011, 800,000

5% unsecured note payable to the City of Goshen, interest only

due semi annually in May and November, maturing November,

2012. The interest rate was changed to 4% effective December

1, 2018, 500,000 500,000

Note payable to the Elkhart County Housing Fund. The nofe
is repaid from the receipt of the morigage receivable advanced

from the fund at various rates and ferms. See Note 12. 2,900,877 2,360,680
Total notes payabie $ 6016703 §$_ 4548378

The Organization has various covenants relating to the Horizon bank debt above, one of
which was viclated at December 31, 2010. The violation has been waived by the bank.

Maturities of the notes payable during the next five years are as follows:

Year ending December 31,

2011 $ 1,093,066
2012 676,635
2013 741,708
2014 358,217
2015 576,382
Thereafter 2.570.695

$6.016,703

interest expense for the years ended December 31, 2010 and 2009 was $123,554 and
$124,5386, respectively.

Elkhart County Housing Fund

Elkhart County Housing Fund is a coalition of banks participating in five loan pools totaling
$800,000, $1,050,000, $1,200,000, $2,450,000 and $2,100,000 to provide first or second
morigages for the purchase or rehabilitation of homes. The maximum amount of an individuai
loan is $100,000 and the individual minimum loan is $5,000.
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Note 12.

Note 13.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Elkhart County Housing Fund (continued)

in Pool #1 as of December 31, 2010, banks have funded 100% of their commitment and the
Organization has a $109,160 morigage receivable and a note payable of $109,160 io the
bank coaiition.

in Pool #2 as of December 31, 2010, banks have funded 100% of their commitment and the
Organization has a $198,372 morigage receivable and a note payable of $198,379 to the
bank coalition.

In Pool #3 as of December 31, 2010, banks have funded 100% of their commitment and the
Organization has a $188,644 morigage receivable and a note payable of $188,644 to the
bank coalition.

In Pool #4 as of December 31, 2010, banks have funded 100% of their commitment and the
Organization has a $759,194 mortgage receivable and a note payable of $759,194 to the
bank coalition.

In Pool #5 as of December 31, 2010 banks have funded 80% of their commitment and the
Organization has an $1,505,327 morigage receivable, $140,173 in cash and a note payable of
$1,645,500 to the bank coalition.

Restrictions on Assets

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

2010 2008

NeighborWorks America funds restricted
for various programs $ 16,206 $ 24342
Funds restricted for IDA program 198,875 173,351
HOME and AHP-FHLB programs 212,418 311,898
Neighhorhood Assistance Program (NAP) of

indiana Housing & Community Development Authority 88,000 78,210
Funds restricted for various programs 6.513 28,768

$.522,012 $617.669

As of December 31, 2010, permanently restricted net assels of $1,434,297 represent the
capital grants from NeighborWorks America. This amount is restricted to investments held in
perpetuity and the income is expendable (unrestricted) fo support the operations of the
Organization.

As of December 31, 2009, permanently restricted net assets of $1,107,507 represent the
capital grants from NeighborWorks America. This amount is resfricted to investments held in
perpetuity and the income is expendable (unrestricted) fo support the operations of the
Organization. During 2009 NeighborWorks America released its restrictions on $438,165 of
previous permanently restricted grants. This was recorded in the statement of activities as a
satisfaction of program restrictions.

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

Note 15.

Note 16.

Note 17.

Note 18.

LACASA, INC. AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Donated Labor and Assets

The Organization received contributions in kind of materials and labor totaling $255,810 in
2010. The Organization received contributions in kind of materials and labor totaling $205,042
in 2009. Fair market value was utilized in determining the contributions received.

Rental Arrangements

The Organization has a rental housing program under which they were renting a total of fifty-
two units at the end of 2010. These units, with a few exceptions, are rented at below market
rates, to individuals at or below 80% of the median income.

The rental homes are included in the consolidated statements of financial position under
property and equipment (see Note 8). The total cost of rental real estate at December 31,
2010 was $2,974,095 and the accumulated depreciation on the property totaled $805,0567.
Total cost of rental real estate at December 31, 2009 was $2,975,530 and the accumulated
depreciation on the property fotaled $766,533.

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

2011 $ 163,092

Pension Plan

The Organization has a defined contribution pension plan covering all full time employees
after they have worked 90 days. The Organization will contribute 3% of gross wages for each
employee. The Organization will match savings of full time employees based on the following
schedule; a) year 2 - up to 1% of gross wages; b) year 3 - up to 2% of gross wages, ¢} year 4
- up fo 3% of gross wages; and d) year 5 and later - up fo 4% of gross wages. The plan is
managed by various third parties. The Organization's contributions to the plan for the years
ended December 31, 2010 and 2009 were $56,203 and $51,641, respectively.

Contingencies

Under the terms of State and Federal grants, periodic audits are required and certain costs
may be challenged as to allowability under the terms of the grants. Grant resources are
expendable only for operating purposes specified by the grant. Such audits could lead to
reimbursement to the grantor agencies. However, management is of the opinion that the risk
of material disaliowance is remote. Therefore, no provision for contingencies has been
reflected in the financial statements.

Subsequent event

On November 18, 2010 the Indiana Housing & Community Development Authority (IHCDA)
approved a $210,000 grant to acquire a property in Goshen, Indiana to be utilized for
Permanent Supportive Housing. On January 27, 2011 IHCDA approved an additional
$1,012,000 grant for the rehab of the property. These grants will provide 100% of the funding
required to acquire and fully rehabilitate the property. The property was subsequently acquired
on February 25, 2011, The rehabilitation is expected to begin April 2011 and be completed by
the end of the year.
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Jurgonski & Fredlake CPAs Office (574) 251-1414

Fax (574) 251-1477
418 W, Jefferson Blvd., South Bend, Indiana 46601
Greg Jurgonski

John A. Fredlake
Joseph T. Barkman

INDEPENDENT AUDITOR’S REPORT ON THE SUPPLEMENTARY INFORMATION

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

We have audited the consolidated financial statements of the Organization as of and for the years ended
December 31, 2010 and 2009, and have issued our report thereon dated March 11, 2011, which
contained an unqualified opinion on those consolidated financial statements. Our audit was performed for
the purpose of forming an opinion on the consolidated financial statements as a whole. The
supplementary information contained in Schedule | 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 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 consoclidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in
relation io the consolidated financial statements as a whole.

' F el gy

outh Bend, Indiana
March 11, 2011
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LACASA, INC. AND ITS SUBSIDIARIES

SUPPLEMENTAL SCHEDULES OF FINANCIAL POSITION

NEIGHBORWORKS AMERICA
December 31, 2010 and 2008

ASSETS

Cash

Property and equipment

Notes receivable-Lincoln Avenue Redevelopment
Notes receivable- Roosevelt Center

Notes receivable- Arbor Ridge Apariments
Elkhart County Housing Fund

Mortgages receivable

Deferred mortgages

Total assets
NET ASSETS
Temporarily restricted

Permanently restricted

Total net assels

2010

$ 247,929
710,073
84,000
157,475
133,000

34,652

72,216

11,158

SCHEDULE |

2009

$ 1,450,503

:] 71,132
734,568

84,000

115,000

35,369
76.122
15657

5 16,208
1,434,287

$ 1,131,849

$ 1,450,503

$ 24,342
1,107,607

LACASA, INC. AND ITS SUBSIDIARIES

SUPPLEMENTAL SCHEDULES OF ACTIVITIES
NEIGHBORWORKS AMERICA -
For the Years Ended December 31, 2010 and 2009

Revenue, Gains, and Other Support:
Expendable grant - NeighborWoerks America
Capital grant - NeighborWorks America
Total revenue, gains, and other support
Funds expended

Change in net assets

Net asseis released from restrictions

Net assets at beginning of year

Net assets at end of year

See Notes to Consolidated Financial Statements.
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2010

$ 1,131,849

2009

$ 115,333
326,790

442 123

3 318,753
313,000

123,469

831,753

294,411

318,654

1,131,848

337,342
(438,165)

1232672

$ 1450503

$ 1,131,849




LACASA, INC. AND ITS SUBSIDIARIES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2010

Federal Grantor / Federal 2010
Pass-Through Grantor / CFDA Pass-through Disbursements
Program Title Number Number Expenditures
NeighborWorks America Capital Grant $ 328,790
Outstanding Loan 1,131,849
Expendable Grant 115,333
Subtotal NeighborWorks America 1,673,872
U.S. Department of Housing and Urban Development
Passed-through City of Goshen
Nelghborhood Stabilization Program 14.218 NSP1-009-024 103,284
Passed-through Cities of Elkhart and Goshen
Community Development Block Grant 14.218 City of Elkhart 41,085
City of Goshen 64,327
Subtotal CDBG 105,392

Passed-through Cities of Elkhart and Goshen

l.ead Based Paint Hazard Grant 14.980

Environmental Protection Agency

87,919

US EPA Grant ' 66.458 9,040
Total federal awards expended 1,879,617
Less liability to NeighborWorks America (1,131,849
Total federal awards Included in statement of activities § 747,768

The above schedule of expendifures of federal awards includes the federal grant activily of the
Organization 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, Audifs of States, Local
Governments, and Non Profit Organizations.
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Jurgonski & Fredlake CPAs Office (574) 251-1414

Fax (574) 251-1477
418 W. Jefferson Blvd., South Bend, Indiana 46601
Greg Jurgonski

John A. Fredlake
Joseph T. Barkman

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

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

We have audited the consolidated financial statements of LaCasa, Inc. and its subsidiaries (the
Organization) as of and for the year ended December 31, 2010, and have issued our report thereon, dated
March 11, 2011. 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 the Organization's internal control over financial
reporting as a basls for designing our auditing procedures for the purpose of expressing our opinion on
the consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Organization's internal control over financial reporting.

A deficiency in infernal control exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A matferial weakness is a deficiency, or a
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
fimely basis.

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

Compliance and Other Malters

As part of obtaining reasonable assurance about whether the Organization’s consolidated 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 fests 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 Management, the audit committee, the Board

of Directors, others within the entity, and federal awarding agencies and pass through entities and is not
intended to be and should not be used by anyone other than these specified parties.

outh Bend, Indiana
March 11, 2011
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Jurgonski & Fredlake CPAs Office (574) 251-1414

Fax (574) 251-1477
418 W. Jefferson Blvd., South Bend, Indiana 46601
Greg Jurgonski

John A. Fredlake
Joseph T. Barkman

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

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

Compliance

We have audited LaCasa, Inc. and its subsidiaries’s compliance with the fypes of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of LaCasa, Inc. and its subsidiaries's major federal programs for the year ended
December 31, 2010. LlaCasa, Inc. and its subsidiaries's major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal programs is the responsibility of LaCasa, Inc. and its subsidiaries’s management. Our
responsibility is to express an opinion on LaCasa, Inc. and its subsidiaries'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 Comptrolier 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
wih 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
LaCasa, Inc. and its subsidiaries'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. Qur audit does not provide a legal determination of LaCasa, Inc. and its
subsidiaries’s compliance with those requirements,

In our opinion, LaCasa, inc. and its subsidiaries complied, in all material respects, with the 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, 2010.

Internal Control Over Compliance

Management of LaCasa, Inc. and its subsidiaries is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered LaCasa, Inc. and its subsidiaries’s
_ internal control over compliance with requirements that could have a direct and material effect on a major
federal program to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with the OMB
Circufar A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of LaCasa, Inc. and its
subsidiaries’s internal control over compliance.
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L aCasa Inc. and its subsidiaries
Page 2

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 assignhed
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 infernal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibifity that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

OQur consideration of internal control over compliance was for the limited purpose desctibed in the first
paragraph of this section and was not desighed fo Identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal conirol over compliance that we consider to be material weakness, as
defined above.

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

W} ¢ }A,e,/e&&f 4-J

South Bend, Indiana
March 11, 2011
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LACASA, INC. AND ITS SUBSIDIARIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2010

SUMMARY OF AUDITOR’S RESULTS:

a. The audifor's report expresses an unqualified opinion on the consclidated financial
statements of LaCasa, inc. and its subsidiaries for the year ended December 31, 2010,

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

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

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

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

f. The programs tested as major programs: Neighborhood Stabilization Program (NSP1)
CFDA#: 14.218 and NeighborWorks America Program.

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

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

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

None

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

None
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LACASA, INC. AND ITS SUBSIDIARIES

SUMMARY SCHEDPULE OF PRIOR AUDIT FINDINGS
For the Year Ended December 31, 2010

There were no prior year audit findings.
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