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Independent Aunditors’ Report

Board of Directors
Housing Options for the Mentally-I11 in Evanston, Inc.
Evanston, Illinois

We have aundited the accompanying statement of financial position of Housing
Options for the Mentally-Ill in Evanston, Inc. (a nonprofit organization) (the
Organization) as of June 30, 2009 and the related statements of activities and
changes in net assets, functional expenses and cash flows for the year then ended.
These financial statements are the responsibility of the Organization’s management.
Our responsibility is to express an opinion on these financtal statements based on our
audit. The prior year summarized comparative information has been derived from the
Organization’s year ended June 30, 2008 financial statements and, in our report
dated December 16, 2008, we expressed an unqualified opinion on those financial
statements.

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

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Housing Options for the Mentally-1ll in
Evanston, Inc. as of June 30, 2009 and the changes in its net assets and its cash flows
for the year then ended in conformity with accounting principles generally accepted
in the United States of Amernca.

(o P, ook o @von AL

November 2, 2009

*Also licensed {o praclice by the State of Florida
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HOUSING OPTIONS FOR THE

MENTALLY-ILL IN EVANSTON, INC.

STATEMENT OF CASH FLOWS

Years ended June 30, 2009 2008
Operating activities:
Increase (decrease) in net assets $ @47,128) $ 101,855
Adjustments to reconcile above to cash
used In operating activities:
Depreciation 88,788 92,439
Amortization of loan discount 29,530 30,503
Contributions, loan discount (71,370) (215,497)
Unrealized loss 20,010 11,046
(Increase) decrease in operating assets:
Receivables (107,161) (80,265)
Notes payable reserve (33,007)
Prepaid expenses 16,654 (8,230)
Security deposits (619) (121)
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses (6,371) (10,213)
Accrued real estate taxes (32,000) 32,000
Tenant deposits and custodial funds (337) 4,370
Cash used in operating activities (143,011) (42,113)
Investing activities:
Purchase of investments (1,226) (1,413)
Purchase of property and equipment (51,487) (365,671)
Cash used in investing activitics (52,713) (367,084)

See notes to financial statements.



HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

STATEMENT OF CASH FLOWS (CONTINUED)

Years ended June 30,

2009 2008

Financing activities:
Proceeds from notes payable
Repayments of notes payable

109,601 § 298,804
(3,691) {11,360)

Cash provided by financing activities

105,910 287,444

Decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year

(89,814)  (121,753)
380,001 501,754

Cash and cash equivalents, end of year

290,187 § 380,001

Supplemental disclosure of cash flow information:

Interest paid

$

11,229 § 10,745

See notes to financial statements.



HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS

1. Organization and purpose

Housing Options for the Mentally-Ill in Evanston, Inc. (the Organization) is a nonprofit
organization dedicated to the development of affordable housing options and psychosocial
rehabilitation services for persons with or recovering from mental ilinesses. The Organization
serves low-income residents coping with severe and persistent mental illness in the Evanston,
Ilinois area. The Organization manages buildings providing both permanent and transitional
housing to eligible residents and also provides community education regarding issues affecting
the mentally iil.

2. Summary of significant accounting policies
The significant accounting policies of the Organization are summarized below.
Basis of accounting:

The financial statements of the Organization have been prepared on the accrual basis of
accounting in accordance with generally accepted accounting principles.

Basis of presentation:

The financial statement presentation follows the recommendations of the Financial Accounting
Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial
Statements of Not-for-Profit Organizations. Under SFAS No. 117, the Organization is required
to report information regarding its financial position and activities in three classes of net assets:
unrestricted net assets, temporarily restricted net assets and permanently restricted net assets.

Unrestricted - Unrestricted net assets are available to finance the general operations of
the Organization. The only limits on the use of unrestricted net assets are the broad limits
resuiting from the nature of the Organization, the environment in which it operates and
the purposes specified in its articles of incorporation. Voluntary resolutions by the Board
of Directors to designate a portion of the Organization’s unrestricted net assets for
specified purposes do not result in restricted funds. Since designations are voluntary and
may be reversed by the Board of Directors at any time, designated net assets are included
under the caption “unrestricted net assets”. Board-designated net assets include assets
over which the Board of Directors retains control and may, at its discretion, subsequently
use for other purposes. Board-designated net assets represent assets to fund future
property improvement (Note 9).

10



2.

HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Summary of significant accounting policies (continued)

Basis of presentation: (continued)

Temporarily restricted - Temporarily restricted net assets result (a) from contributions
and other inflows of assets, the use of which the Organization is limited by donor-
imposed stipulations that either expire by passage of time or can be fulfilled and removed
by action of the Organization pursuant to those stipulations, (b) from other asset
enhancements and diminishments subject to the same kinds of stipulations and (¢) from
reclassifications to (or from) other classes of net assets as a consequence of donor-
imposed stipulations, their expiration by passage of time or their fulfillment and removal
by actions of the Organization pursuant to those stipulations.

Permanently restricted - Permanently restricted net assets (generally referred to as
endowment funds) are assets that have donor-imposed restrictions that stipulate that the
contributed resources be maintained permanently, but permit the Organization to utilize
or expend part or all of the income or other economic benefits derived from the donated
assets,

Unrestricted and restricted revenue and support - Contributions received are recorded
as unrestricted, temporarily restricted or permanently restricted support depending on the
existence and/or nature of any donor resirictions. Donor-restricted support is reported as
an increase 1n temporarily or permanently restricted net assets depending on the nature of
the restriction. 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 and reported in the statement of activities as net assets released
from restrictions. The Organization reports donor-restricted contributions and donor-
restricted investment gains and income for which restrictions are met in the same
reporting period as unrestricted support.

Valuation:

During the year ended June 30, 2009, the Organization adopted Statement of Financial
Accounting Standards (SFAS) No. 157, Fair Value Measurements. SFAS No. 157 defines fair
value, expands the disclosure requirements around fair value and specifies a hierarchy of
valuation techniques based on whether the inputs to those valuation techniques are observable or
unobservable. The value of all of the Organization’s assets and liabilities which are required to
be carmnied at fair value are valued at quoted prices in active markets for identical assets and

liabilities and are, therefore, considered Level 1 assets and liabilities.

11



HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. Summary of significant accounting policies (continued)
Comparative financial information:

The financial statements include certain prior-year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Organization’s financial statements for the
year ended June 30, 2008, from which the summarized information was derived.

Property and equipment and related depreciation:

All acquisitions of property and equipment in excess of $1,000 and all expenditures for repairs,
maintenance, renewals and betterments that materially prolong the useful lives of assets are
capitalized. Fixed assets are carried at cost or, if donated, at the approximate fair value at the date
of donation. Depreciation is computed on a straight-line basis over the useful lives of the assets
generally as follows:

Buildings and building improvements 40 years
Furniture, equipment and vehicles 5-10 years

Tax status:

The Organization is a tax-exempt organization as described in Section 501(c)(3) of the Internal
Revenue Code (Code) and is exempt from federal income taxes on related income pursuant to
Section 501(a) of the Code. In addition, the Internal Revenue Service has determined that the
Orgamization is not a private foundation within the meaning of Section 509(a) of the Code.

The Orgamization has elected to defer the implementation date for FIN 48, Accounting for
Uncertainty in Income Taxes, to its year ending June 30, 2010, as permitted by FASB Staff
Position No. FIN 48-3. The Organization periodically evaluates its related tax filing exposure
related to periods open for examination and does not expect that FIN 48 will have a material
effect on its financial position and results of operations when adopted.

Estimates:
The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

12



HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. Summary of significant accounting policies (continued)

Cash and cash equivalents:

The Organization considers all currency on hand, demand deposits, certificates of deposit and
short-term, highly liquid investments with an initial maturity of ninety days or less to be cash
equivalents.

Investments:

Investments in marketable securities with readily determinable fair values are stated at fair
market value. Realized and unrealized investment gains and losses and other investment income
are reflected in the statement of activities as changes in unrestricted net assets.

Receivables:

Receivables are stated at unpaid balances. It is the Organization’s policy to write-off
uncollectible receivables when management determines the receivable will not be collected.

The Organization recognizes revenue, which has yet to be invoiced, as accrued revenue. This
revenue is estimated based on a projection of activity for the period as well as the amount
remaining to be invoiced on contracts with funding sources.

Functional allocation of expenses:
The costs of providing the various programs and activities have been summarized on a functional

basis in the statement of activities. Accordingly, certain costs have been allocated among the
programs and supporting services benefited.

3. Cash and cash equivalents

At June 30, 2009, the Organization’s cash balances are fully insured by the Federal Deposit
Insurance Corporation.

4, Concentration of revenue

Approximately 60% of the Organization’s total revenue for the year ended June 30, 2009 1s
provided from grants from the U.S. Department of Housing and Urban Development and the
Illinois Department of Human Services. Additionally, approximately 75% of the Organization’s
receivables are from the U.S. Department of Housing and Urban Development and the Illinois
Department of Human Services.

13



HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5. Donated services

Donated services are recognized as contributions in accordance with Statement of Financial
Accounting Standards (SFAS) No. 116, Accounting for Contributions Received and Made, if the
services (a) create or enhance nonfinancial assets or (b) require specialized skills, are performed
by people with those skills and would otherwise be purchased by the Orgamization. There were
no recorded donated services for the year ended June 30, 2009. Volunteers provided various
services throughout the year that are not recognized as contributions in the financial statements
since the recognition criteria under SFAS No. 116 were not met.

6. Investments

The Organization’s investments consist of the following:

June 30, 2009 Market
Cost value
Mutual funds - Total Stock Market Index Fund $ 52,636 -$ 52,866

7. Property and equipment

The following is a summary of property and equipment:

June 30, 2009

Land $ 496,684

Buildings and building improvements 3,447,895

Furniture, equipment and vehicles 159,618
4,104,197

Less accumulated depreciation 657,772

Property and equipment, net $ 3,446,425

14



Sl

RZFES

1979

LTS'ER

209'781 %

TL6'981

655811

gLyost  §

ViIN

000°01T

000°SL1

000'FE€T

809°v81  §

970¢ sn8ny

7207 Tndy

£z0z [udy

CI07 Af

%0070

%000

%000

%S

0400'S JO 8181 188191 paindiur uo paseq s1Un0ISIJ
“Auoyiny weurdo[aaa(] Fusnoy]
SIOUY[[ 3} Yilzs syuowaarfe sy Jo suoisiaold wim asuenduiod-tol o) snp siqeded sq
Kew [edisund pue 94,00°S 18 152191Ul JnEja(] 39ARE SUj} JO USSUOD UL JNOY3LA AJLniew
10)aq preda 5q jouues 2pou 2y, ‘saiadord s no afeSuow v 4q pamoss a|qeded sjoN
"TASTIEL)) 9250I0]] G001 PUE (SHE[D) ASUSSY 6TF
"0469°8 JO 91B1 15219)u1 p3nduur Uo paseq s1 junoasiyy
Koy Juswdoiaasg SuISnol STOUT(T 91 J0 USSH0d USHILIAM Inoyjla Ajyew o) fotid
piedal aq jou Aew pue sjustuainbal 18110 snolka se [[3m se Apadold st jo asn ayy o) ¥
woReZIUEIIQ) A1) UC SHOTOLISAI IE)a0 suiejtuoy) juswied auo ug aup ‘sjou sFeFuon
SISO =AY UOSIR[ OT1T
-0/ 44 JO opel jsamu pajndwr uo paseq si UnodsICy
Aoy justidofpas( SUISROL STOUTHT 311 JO JUSSU0D USKILIA JNOYIAM AJLIniew o3 lopd
predar aq jou Aew pue sjuswalinbal 18U10 snotea se |[9m se Aadoid ayy Jo asn ay; o) se
UOTRZIUESI() 81 UG SUOTALISIL UIBNS0 sulejuoy) usuked auo ul sup “olou afediopn

T3SNOH 136 "3AY 18151,) 97 ¢

ALIFOHLAY INTWJOTIATA ONISAOH SIONI'TT

‘SUIPUE)SINO S1 HEO] ) 2UI) Jo (IFus] Uo
Paseq Passasse ale 9400 01 %400 [ woly SuBuer wowkedaad 10 sa1[euad "ayep snp Uo
619'741% 30 yuswAed pediound ucofeg Anadord Buifiepun Ag psIndss ‘ajou s8edjiow 15114

Jesdg T 0L

SINVE

JUNOJSIP
pazZioLIELUT
$59] DOUB[EG

[edoutld

RIMOISTP
pazyuoureury

30UeiRq
fedpoutig

ang

ey

600Z 0t sunf

‘Fmamof[of 24 Jo 15IsU00 sfqeied saj0U Japun sucnesijgo £ UONRZINESIQ YL

apqeded sajoN g

(3INNILNOD) SINIWALVLS TVIONYNIA OL §310N

"ONI1 ‘NOLSNWVAS NI TII-ATIVANEN
IHL HOd SNOLLJO DNISNOH



91

eE'61L & 986°9S1L $ 806'0i8°1 &

089S 0zZE0TI 000'SLT 70T Areniqag %000

947 9 JO B1BT 15aI]UL paindWll UO paseq s[ Uncasiq
‘Apiouny Jusindo]sasg] SuIsnog] stouy(] sU1 giim

sjuswaside 21 Jo suoistaold yjim sourrjdwes-uou 6] anp vfqeded aq Lew [edrousrd

pue 9400°G e 1S2U3JUT ) nefe(] "oaked 21 JO JUISTCD USYLIM JNOUIM AJLINFELU 210J2q

predai aq jouues 230t 2y ], “Akadord aip uo oFeFrom puooas £q parnoas ajqedsed ajon

8£7°487 ¢ T9O'I19  § 00868  § 8707 Aeruqag Y0070

24P 9 JO 9181 153I9U1 pandui 10 paseq $13UN03s1Y
“Ayroyiny Juswrdoaaacy Suisnof] stouy(l
S} [ITM S]UsIa013E JU} JO SuoIsiaold YHm soueijduros-uot o) onp ajqeAed ag Aewl

ediound pue 9400°G ¥ 1Sa10pm1 Jnefac] “oeked oY) JO JUDSIIOD ULJJIEM INOLIM AjLmnjew
a10J2q predal 2q jomres ajou oy, “fumew je juowied yedound uoo(eq yum 001% Jo

syoswded [edound Aqoopy “Auadead a1} uo a8ediiow 1s11f B Aq painaas ojqeded ajoN

"(STOH 25049 UIBY) §18

{(QANNIINOD) :ALROHLNY INTWJOTIATd ONISNOH SIONITT

TUNOJSIP JUNQDSIp 30UE[Eq ang[ Ay
POZIMOWEUN  PazZHoWreu(] jedioung
5291 SOUETEq

redround 6007 ‘0g aunf

{QANNELNOD) SINIWALYLS TIVIONYNIZ OL S3LON

"ONI ‘NOLSNYAT NI “T9-ATTYLNIIN
3IHL HOd SNOLLAdO DONISNOH

(ponunuod) qeded 910N

8



HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. Notes payable (continued)
Reserve accounts:

The 818 Crain (Rose House) loans require the Organization to fund the following reserve
accounts: replacement reserve account, tax and insurance reserve account, initial operating
reserve account and operating deficit reserve account. Funding of the reserve accounts totaled
approximately $33,000 for the year ended June 30, 2009. The Organization is required to fund
the replacement reserve account with monthly payments of $225. In addition, the Organization
1 required to make monthly payments to the tax and insurance reserve account so that funds
equal to one-half of 105% of the property’s real estate tax bill for the prior calendar year plus
funds equal to 105% of the property’s insurance bill for the prior calendar year (or such other
amounts as the Illmois Housing Development Authority shall determine in its reasonable
discretion) are maintained in the account on the first day of the month before each insurance biil
and installment of real estate taxes are due. The initial operating reserve account and the
operating deficit reserve account require no additional payments subsequent to initial funding.

Debt service to maturity on all outstanding loan obligations is as follows:

Year ending June 30: Principal
2010 $ 3,973
2011 4,130
2012 4,295
2013 4,469
2014 173,741
Thereafter (2015 through 2028) 1,686,300

Total $ 1,876,908

The Organization is in compliance with all covenants of the above loans.

The Orgamization has a $200,000 line of credit as of June 30, 2009 of which $-0- had been
borrowed as of June 30, 2009. Advances on the line of credit are at prime (3.25% at June 30,
2009) and are secured by a junior mortgage and assignment of rents on the Organization’s
building at 1304 Kirk Street and all business assets.
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HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

0. Designation of unrestricted net assets
It is the policy of the Board of Directors of the Organization to review its plans for future

property improvements and to designate appropriate sums of unrestricted net assets to ensure
adequate financing of such improvements. As of June 30, 2009, the Board has designated

$50,000 of unrestricted net assets for future property improvements.

10. Temporarily restricted net assets

Temporarily restricted net assets are available for the following purposes or periods:

June 30, 2009

Time-restricted funds:
U.S. Department of Housing and Urban Development grant $ 306,784

Nlinois Housing Development Authority foans - unamortized

loan discount 1,156,986

Total temporarily restricted net assets $ 1,463,770

Net assets were released from donor restrictions by incurring expenses satisfying the following
restrictions specified by donors as follows:

Year ended June 30, 2009

Time-restricted fund:
Ilinois Housing Development Authority loans -

amortization of loan discount $ 29,530

Total net assets released from restrictions $ 29,530

11. Permanently restricted net assets

Permanently restricted net assets consist of endowment fund assets to be held indefinitely. The
income from the assets can be used to support the Organization’s general activities.
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HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

12. Retirement plan

The Organization sponsors a tax-deferred annuity plan qualified under Section 403(b) of the
Internal Revenue Code for eligible employees. All employees are eligible upon hiring and are
fully vested immediately. The Organization contributes 3% of gross salaries for qualified
employees to the plan. Employees may make contributions to the plan up to the maximum
amount allowed by the Internal Revenue Code. For the year ended June 30, 2009, the
Organization’s contributions to the plan totaled $17,636.

13. Leases

The Organization leases office space under a lease agreement that expires October 31, 2010.
The lease requires monthly base rent payments of $2,859 over the lease term. The Organization
signed a lease agreement for additional space at the same location during the year ended June 30,
2009. The lease expires on October 31, 2013 and requires payments of monthly base rent with
annual increases of 2.5% effective each November 1 during the lease term. Rent expensc
including utilities was $49,446 for the year ended June 30, 2009.

Future minimum lease payments are as follows:

Year ending June 30: Amount
2010 $ 41,020
2011 18,314
2012 7,050
2013 7,225
2014 2,428

Total $ 76,037

In furtherance of its mission, the Organization occupies various residential rental properties
under short-term leases, which expire at various times during the year ending June 30, 2010.
Depending on the Organization’s needs, some of the leases may not be renewed upon expiration.
The Organization’s lease obligation for the year ending June 30, 2010 under these lease
obligations is approximately $160,000.
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HOUSING OPTIONS FOR THE
MENTALLY-ILL IN EVANSTON, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

14. Subsequent events

Management has reviewed and evaluated subsequent events from June 30, 2009, the financial
statement date, through November 2, 2009, the date the financial statements were avatlable to be
issued. No events have occurred in this period that would be required to be recognized and/or
disclosed in these financial statements as required by generally accepted accounting principles.
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