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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Connections for the Homeless, Inc.:

We have audited the accompanying financial statements of Connections for the Homeless, Inc. (the
Organization) (a non-profit Organization), which comprise the statement of financial position as of June 30,
2017, and the related statements of activities, cash flows and functional expenses 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 financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the 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 financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of June 30, 2017, and the changes in its net assets and cash flows for
the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles. and Audit Requirements
for Federal Awards, is presented for purposes of additional analysis, and is not a required part of the 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 financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the 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 financial statements as a whole. ’

Report on Summarized Comparative Information

We have previously audited the Organization’s 2016 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated December 1, 2016. In
our opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2016, is consistent, in all material respects, with the audited financial statements from which it
has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 26, 2017 on our consideration of the Organization’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Organization’s internal control over

- financial reporting and compliance.
QW' 1 W

DUGAN & LOPATKA
Wheaton, Illinois
October 26, 2017
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(4) NOTES PAYABLE: (Continued)

Future minimum principal payments are as follow -

2018 $ 8,957
2019 9,462
2020 9,996
2021 10,559
2022 11.026

$__ 50,000

(5) COMMITMENTS:

Operating Leases -

The Organization has an operating lease for office space which expires in July, 2022. Under the
lease agreement, the Organization is responsible for the incremental increase of real estate taxes and
utilities.

The Organization leases facilities for its program and some office space that is renewed annually
with annual rent increases, and currently expired on June 30, 2017.

Total rent expense for these leases for the years ended June 30, 2017 and 2016 was $105,259 and
$105,374, respectively.

The future minimum rental commitments for operations are as follows:

2018 $ 94,176
2019 96,785
2020 97,019
2021 99,010
2022 99,466
Thereafter . 8,323

The Organization also leases various space on behalf of tenants. The leases expire at various
dates through September, 2018. Rental assistance provided on these properties was $476,932 and
$407,811 for the years ended June 30, 2017 and 2016, respectively. Future minimum rental commitments
for rental assistance consist of $107,346 for 2018.

(9] TEMPORARILY RESTRICTED NET ASSETS:

On September 30, 2011, the Organization received two properties located in Skokie, Illinois from
the Illinois Housing Development Authority. The fair value of the two properties totaled $758,207. As
part of the agreement, for a period of 15 years, the Organization will provide affordable rentals for the
benefit of low income persons which have less or equal to 50% of the area median income on these two
properties.



(6) TEMPORARILY RESTRICTED NET ASSETS: (Continued)

Temporarily restricted net assets are comprised of the following:

2017 2016
Program restricted funds -

Family Supportive Housing Services $ 11,646 $ 10,932
Hilda’s Place Homeless Shelter 14,380 27,860
Entry Point Qutreach 1,376 6,744
Permanent Supportive Housing 6,071 11,460
Youth Our House 40,661 263
Development 995 200
Administrative 16,463 31,069
Health services 39,732 54,368
Education and Employment 41,878 120,729
Other 47.859 37,997
221,061 301,622
Land and buildings 758,207 758,207
§ 979268 § 1.059.829

(N FUTURE COMMITTED REVENUE:

The Organization has received the following future commitments from granting agencies as of
June 30, 2017:

Advanced or

Grant Earned as of Funding
Term Amount_ June 30. 2017 Available
U.S. Department of Housing and Urban Development
Continuum of Care Grants -
Permanent Housing #4 12/01/16-11/30/17 $ 126,598 §$ 85,306 $ 41,292
Permanent Housing Merged 02/01/17-01/31/18 214,517 99,250 115,267
Permanent Housing Ex #3 02/01/17-01/31/18 122,571 47,852 74,719
Family Merged 05/01/17-04/30/18 460,521 89,957 370,564
City of Evanston -
Evanston MHB 01/01/17-12/31/17 45,000 26,275 18,725
Evanston HOME 06/01/17-12/31/20 250,000 16,687 233,313
Evanston HOME 06/01/16-12/31/18 250,000 138,833 111,167
McKinney ESG 07/01/16-06/30/18 118,625 47,516 71,109
Housing Forward -
Continuum of Care 11/01/16-10/31/17 49.000 13,354 35,646
§ 1636832 § 565030 §$1.071.802



(8) RETIREMENT PLAN:

The Organization has a 403(b) retirement plan, which allows all employees to defer payment of
taxes on a portion of their salary by making contributions to the plan through payroll deductions. The
Organization does not make matching contributions.

9 CONCENTRATIONS:

For the years ended June 30, 2017 and 2016, the Organization had approximately 44% and 42%,
respectively, of its total support and revenue from a combination of funding from the U.S. Department of
Housing and Urban Development and the Illinois Department of Human Services.

For the year ended June 30, 2016, approximately 12% of the contribution revenue was received
from one donor.



Dugan R Lopatka

Certified Public Accountants & Consultants
A Professional Corporation

Michael J. Dugan 104 East Roosevelt Road Karen M. Olson
Jerry L. Lopatka Wheaton, Illinois 60187 Hugh E. Elliott
Mark F. Schultz (630) 665-4440 Ronald A. Marklund
Peter J. Zich Fax (630) 665-5030 _—
Leo M. Misdom www.duganiopatka.com Gwen S. Henry

e-mail: info@duganlopatka.com

INDEPENDENT AUDITOR’S 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 of
Connections for the Homeless, Inc.:

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 Govermmental Auditing Standards
issued by the Comptrolier General of the United States, the financial statements of Connections for the
Homeless, Inc. (the Organization) which comprise the statement of financial position as of June 30, 2017,
and the related statements of activities, cash flow and functional expenses for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated October 26, 2017,

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’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 the Organization’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Organization’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 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 timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

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

MEMBER

INPACT

INTERNATIONAL ALLIANCE OF
PROFESSIONAL ACCOUNTANTS



Independent Auditor’s 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

Page two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of 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 the
Organization’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Organization’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

- DUGAR & LOPATKA

Wheaton, Illinois
October 26, 2017
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INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY UNIFORM GUIDANCE

To the Board of Directors of
Connections for the Homeless, Inc.:

Report on Compliance for Each Major Federal Program

We have audited Connections for the Homeless, Inc.’s (the Organization) compliance with the types
of compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the Organization’s major federal programs for the year ended June 30, 2017. The
Organization’s major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization’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 the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Adminisirative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 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 the Organization’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 the Organization’s
compliance.

MEMBER

INPACT

INTERNATIONAL ALLIANCE OF
PROFESSIONAL ACCOUNTANTS
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on Compliance for each Major Federal Program
and on Internal Control over Compliance
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Opinion on Each Major Federal Program

In our opinion, the Organization complied, in all material respects, with the types of compliancé
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2017.

Report on Internal Control Over Compliance

Management of the Organization is responsible for establishing and maintaining effective internal
control over compliance with the type of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Organization’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 program and to test and report on internal control over compliance in
accordance with Uniform Guidance, 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 the
Organization’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 control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over 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 and therefore, material weaknesses
or significant deficiencies may exist that were not identified. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.

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

DUGAN & LOPATKA

Wheaton, Illinois
October 26, 2017
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EXHIBIT 5
Page 2 of 2
CONNECTIONS FOR THE HOMELESS, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30. 2017

Note A - Basis of Presentation:

The accompanying schedule of expenditures of federal awards includes the federal award activity
of Connections for the Homeless, Inc. (the Organization) under programs of the federal government for the
year ended June 30, 2017. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of the Organization, it is not intended to and does not
represent the financial position, changes in net assets, or cash flows of the Organization.

Note B - 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 Uniform Guidance, wherein certain
types of expenditures are not allowable or are limited as to reimbursement.

Note C - Indirect Cost Rates:

The Organization has elected not to use the ten percent de minimis indirect cost rate as allowed under
the Uniform Guidance.

Note D - Non-Cash Awards:

The Organization did not have any outstanding federal loans or loan guarantees or insurance at
June 30, 2017, and did not receive any federal non-cash awards during the year ended June 30, 2017.



EXHIBIT 6

CONNECTIONS FOR THE HOMELESS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30,2017

PART 1: SUMMARY OF AUDIT RESULTS -

1.

The auditor’s report expresses an unmodified opinion on the financial statements of Connections for
the Homeless, Inc.

There were no material weaknesses disclosed during the audit of the financial statements. No
significant deficiencies related to the audit of the financial statements are reported.

No instances of noncompliance material to the financial statements of Connections for the Homeless,
Inc. were disclosed during the audit.

There were no significant deficiencies in internal control over compliance disclosed during the audit of
the major federal award programs. There were no material weaknesses disclosed during the audit of the
major federal award programs.

The auditor’s report on compliance for the major federal award programs for Connections for the
Homeless, Inc. expresses an unmodified opinion on all major federal programs.

There are no audit findings disclosed that are required to be reported in accordance with 2 CFR Section
200.516 (a).

The programs tested as major programs included:
Continuum of Care Program 14.267
The threshold for distinguishing Types A and B programs was $750,000.

Connections for the Homeless, Inc. was determined to be a low-risk auditee.

PART 2: FINDINGS - FINANCIAL STATEMENTS AUDIT (GAGAS) -

There were no audit findings or questioned costs.

PART 3: AUDIT FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAM

AUDIT -

There were no audit findings or questioned costs.





