

















COMMUNITY & FAMILY RESOURCE CENTER, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2008 and 2007

NOTE 19: ENDOWMENT (Continued)
There were no funds with deficiencies as of December 31, 2008 and 2007.
Return Objectives and Risk Parameters

The terms of the Organization’s endowment specify that the Organization is to
rely on financial advisors to manage the funds. Return objectives and risk
parameters are also left to the discretion of these financial advisors. The
selection of financial advisors is left to the discretion of the Organization.

Strategies Employed for Achieving Objectives

The Organization relies on financial advisors to also manage and provide
return strategies to realize funds needed for the general benefit and welfare of
the residents of that part of the City of Lafayette, Indiana which is served by
the South Side Community Center.

Spending Policy and How the Investment Objectives Relate to Spending Policy
On an as needed basis, a consulting board meets to discuss the requirements
of the residents served by the South Side Community Center. This consulting

board recommends to the Board of Directors to authorize expenditures from
the temporarily restricted portions of endowment funds.
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For Year Ended December 31, 2008

FEDERAL GRANTOR/ FEDERAL PASS-THROUGH
PASS-THROUGH GRANTOR/ CFDA ENTITY IDENTIFYING FEDERAL
PROGRAM TITLE NUMBER NUMBER EXPENDITURES

MAJOR PROGRAMS
U.S. Department of Health & Human Services--
Head Start/Early Head Start 93.600 05CH4334/40 $ 2,296,217

OTHER FEDERAL AWARDS
U.S. Department of Health & Human Services
Passed Through the State of Indiana
Family and Social Services Administration--

IV B Part Il Therapy Services 93.556 97-07-72-0060 80,676
Sex Offense Prevention 93.991 79-07-86-0060 4,367
Community Partners for Child Saftey 93.590 97-07-27-2720 256,327
Total U.S. Department of Health & Human Services 2,637,587

Human Services

U.S. Department of Justice
Indiana Criminal Justice Institute 16.548 07-JP-004,
07-JP-031, 08-JP-009 34,184

U.S. Department of Agriculture
Passed Through the State of Indiana
Division of School and Community
Nutrition Program--
Child Care Food Program 10.558 79-0154 146,431

U.S. Department of Housing and Urban Development
Passed Through the City of Lafayette--
Community Development Block Grant 14.218 NA 12,075

TOTAL EXPENDITURES OF FEDERAL AWARDS $ 2,830,277

CFDA: Catalog of Federal Domestic Assistance

See Accompanying Note to Schedule of Expenditures of Federal Awards.
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For Year Ended December 31, 2008

NOTE 1: BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the
federal grant activity of Community & Family Resource Center, Inc. and is
presented on the accrual basis of accounting. The information in this schedule
is presented in accordance with the requirements of OMB Circular A-133,
“Audits of States, Local Governments, and Non-Profit Organizations.”
Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the basic financial statements.
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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
Community & Family Resource Center, Inc.
Lafayette, Indiana

We have audited the financial statements of Community & Family Resource Center, Inc.
as of and for the year ended December 31, 2008, and have issued our report thereon
dated June 22, 2009. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Community & Family Resource
Center, Inc.’s internal control over financial reporting as a basis for designhing our
auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of
Community and Family Resource Center, Inc.’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Community and
Family Resource Center, Inc.’s internal control over financial reporting.

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

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

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

.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER Page 2
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Compliance and Other Matters

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

We noted certain matters that we reported to management of Community & Family
Resource Center, Inc. in a separate letter dated June 22, 2009.

This report is intended solely for the information and use of the Board of Directors,
audit/finance committee, management, 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.

W Wﬂ/ (P

June 22, 2009
Lafayette, Indiana
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Community & Family Resource Center, Inc.
Lafayette, Indiana

Compliance

We have audited the compliance of Community & Family Resource Center, Inc. with the
types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133, Compliance Supplement that are applicable to each of its
major federal programs for the year ended December 31, 2008. Community & Family
Resource Center, Inc.’s major federal programs are identified in the summary of
independent auditor’s results section of the accompanying schedule of findings and
guestioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of
Community & Family Resource Center, Inc.’s management. Our responsibility is to
express an opinion on Community & Family Resource Center, Inc.’s compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Community & Family Resource Center, Inc.’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.
Our audit does not provide a legal determination on Community & Family Resource
Center, Inc.’s compliance with those requirements.

In our opinion, Community & Family Resource Center, Inc. complied, in all material
respects, with the requirements referred to above that are applicable to each of its major
federal programs for the year ended December 31, 2008.

Internal Control Over Compliance

The management of Community & Family Resource Center, Inc. is responsible for
establishing and maintaining effective internal control over compliance with
requirements of laws, regulations, contracts and grants applicable to federal programs.
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INDEPENDENT AUDITIOR'S REPORT ON COMPLIANCE WITH Page 2
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM

AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE

WITH OMB CIRCULAR A-133

In planning and performing our audit, we considered Community & Family Resource
Center, Inc.’s internal control over compliance with the requirements that could have a
direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of
Community and Family Resource Center, Inc.’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the
design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect noncompliance with a
type of compliance requirement of a federal program on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal
program that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

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

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

This report is intended solely for the information and use of the Board of Directors,
audit/finance committee, management, 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.

“Lhusth Dhompoor. L-P

June 22, 2009
Lafayette, Indiana
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For Year Ended December 31, 2008

SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:
Material weakness(es) identified? Yes
Control deficiency(ies) identified that
are not considered to be material
weaknesses? Yes
Noncompliance material to financial
statements noted? Yes

Federal Awards

Internal control over major programs:
Material weakness(es) identified? Yes
Control deficiency(ies) identified that

are not considered to be material
weaknesses? Yes

X

No

No

No

No

No

Type of auditor’s report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are
required to be reported in accordance

with Section 510(a) of Circular A-133? Yes
CEDA Number Name of Federal Program or Cluster
93.600 Head Start and Early Head Start Program

Dollar threshold used to distinguish between

type A and type B programs $ 300,000
Auditee qualified as low-risk auditee? Yes
-31-
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
For Year Ended December 31, 2008

FINANCIAL STATEMENT FINDINGS
None reported.
FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

Department of Health & Human Services--CFDA No. 93.600; Grant No. O5CH4334/40;
Grant period--1/1/08-12/31/08:

None reported.
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For Year Ended December 31, 2008

FINDINGS AND QUESTIONED COSTS FOR FINANCIAL STATEMENT FINDINGS AND
FEDERAL AWARDS

Department of Health & Human Services--CFDA No. 93.600; Grant No. O5CH4334/39;
Grant period--1/1/07-12/31/07

IC07-1 Criteria, Condition and Perspective Information--Based upon audit testing,
it appears the Organization lacks controls over properly recording,
monitoring, and presenting restricted net assets from donor restricted
contributions in accordance with Statement of Financial Accounting
Standards (FASB) No. 116, Accounting for Contributions Received and
Contributions Made and Statement of Financial Accounting Standards
(FASB) No. 117, Financial Statements of Not-for-Profit Organizations which
also enables the Organization’s reporting of restricted cash; recording in-
kind contributions from donated services and program supplies; and
recognizing revenue from a reimbursable grant.

Effect--As a result, approximately $122,771 of temporarily restricted net
assets, $48,835 of permanently restricted net assets, $43,478 of in-kind
contributions, and $25,000 in reimbursable grants were not recorded until
the audit process discovered these items for the year ended December 31,
2007.

Questioned Costs--None noted related to grant compliance requirements.
The risk exists that the financial statements of the Organization could be
significantly understated and restrictions not accurately presented at any
given time period due to the lack of controls to ensure the above
mentioned items are recognized and reported properly.

Cause--The cause of the misstatements is due to a lack of training over
accounting treatment for donor contributions.

Recommendations--We recommend the Organization implement training
programs for all accounting staff in FASB No. 116 and No. 117 in order to
properly record, monitor, and present donor contributions.

Current Status--In 2008, proper controls over recording, monitoring and
presenting restricted net assets from donor restricted contributions
(including restricted cash, as well as, in-kind contributions) have been
implemented.
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS (Continued)
For Year Ended December 31, 2008

FA 07-1 Criteria--Effective internal controls in the human resource department must
be designed to provide sufficient controls to ensure appropriate special
tests and compliance requirements are followed. As per grant requirements
(special tests and provisions compliance requirement) and Organizational
policies, signed drug free policy statements and employee handbook sign-
offs indicating non-discrimination policies need to be maintained in
personnel files.

Condition and Perspective Information--In testing internal controls over the
human resource function, dual tests of internal controls and compliance
requirements were performed. Our sample was a representative sample of
thirty-nine personnel files; sixteen of which had time charged to major
federal (Head Start/Early Head Start) programs. We tested the employees’
personnel files for required documentation and in testing employee
personnel files we noted the following:

e In three out of thirty-nine files a drug-free policy statement was not
obtained and signed and no employee handbook sign-off was noted
which indicated the nondiscrimination policies.

Due to the items noted above, our testing revealed a lack in the
Organization’s internal controls over accumulation of required personnel
information and noncompliance with special tests and provision by which
personnel files do not contain the required documentation. We believe the
lack of internal controls over this area at the compliance level relating to
special tests and provisions to be a significant deficiency.

Effect--With the lack of internal controls in the human resource function,
the Organization is not complying with grant or internal requirements
concerning required forms and documentation.

Questioned Costs--None noted related to the personnel file testing
performed. However, there is a lack of evidence through the testing
conducted as noted above to conclude that the special tests provisions
related to personnel files were adequately achieved. Based upon our
sample selection, compliance requirements are not met for special tests
and provisions for Head Start/Early Head Start grant awards. The lack of
adherence to these compliance requirements could jeopardize total grant
awards for the year ended December 31, 2007 totaling $2,283,441.

Cause--The cause of the lack of internal controls in the human resource
function and corresponding compliance issues as noted above appears to
be due to lack of training on personnel policies, employee turnover, and
the lack of review of human resource department processes.
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS (Continued)
For Year Ended December 31, 2008

FA 07-1 (Continued)

Recommendations--We recommend the Organization implement training
programs for all human resource personnel on grant compliance
requirements and on internal control personnel processes. We also
recommend the Organization create and implement an effective internal
control monitoring system around human resources to ensure personnel
files comply with all special tests compliance requirements.

Current Status--Appropriate controls established. Finding is corrected.
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COMMUNITY & FAMILY RESOURCE CENTER, INC.

CORRECTIVE ACTION PLAN
For Year Ended December 31, 2008

None required. No findings for the year ended December 31, 2008.
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