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BOARD OF TRUSTEES
CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE

Indepandant Auditors' Repori

We have audited the accompanying consolidated siatement of financial position of
Cleveland Housing Network, Inc. and Affiliale as of December 31, 2007, and ihe relsied
consolidated statemenis of activities, functional expenses, and cash flows for the year then
ended. These financial statements are the responsibility of Cleveland Housing Network, Inc.'s
management. Our responsibility is 1o express an opinion on these consolidated financial
stalements based on cur audit. The prior year summarized comparative information has been
derived from the Organizafion's 2006 financial staiements and in our report, dated June §,
2007, we expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with audiling standards generally accepted in the
United States of America and the standards applicabie io {inancial audiis contained in
Government Auditing Standards, issued by the Comptroller General of the Uniled Slates.
Those standards require thal we plan and perform the audit lo obiain reasonable assurance
aboul whether the financial siatemenis are free of material missialement. An audit includes
axamining, on a lest basis, evidence supporling the ameunis and disclosures in the financial
stalements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overail financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

in our opinion, the financial statements referred o above present fairly, in all material
respects, the consolidated financial position of Cleveland Housing Network, Inc. and Affiliate as
of December 31, 2007, and the changes in their net assets and their cash flows for the year
then ended in conformity with accounting principles generally accepied in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report
dated June 3, 2008, on our consideration of Cleveland Housing Network, Inc. and Affiliate's
internal control over financial reporting and our tests of their compliance with certain provisions
of laws, requlalions, 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 ihe resuits of thal lesting, and nol to provide an opinion on the internal conirol
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 read in conjunction with this
report in considering the resulls of our audit.

Our audit was performed for the purpose of forming an opinion on the basic financial
statemenis of Cleveland Housing Neiwork, Inc. and Affiliate taken as a whole. The
accompanying schedule of expendilures of Federal awards is presenied for purposes of
additional analysis as required by the U.S. Office of Management and Budget Circular A-133,
Audits of Staies, Local Governments, and Non-Profit Organizations, and is nol a required part
of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial siatements taken as a whole.

Coumy Cormgrns

June 3, 2008
Cleveland, Chic
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CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE PAGE &
CONSOLIDATED STATEMENT OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2007 AND 2006
2007 2006
CASH FLOW PROVIDED FROM OPERATING ACTIVITIES
Change in net assels $ 579,164 $ 1,506,290
Nencash items included in income
Depreciation and amoriizaiion 36,668 50,264
Forgiveness of iong-term debt (500,000)
Deferred interest income (1,351,978) (1,029,532)
Loss an collection of notes receivable 1,338,580 524 341
Reserve for inveniory impairment 350,000 750,000

Increase (decrease) in cash caused by changes
in current items
Accounts receivable - Net
inverntory - Net
Prepaid and other assels
Accounts payable and accrued expenses
Deferred revenus
Nel cash flow provided from operations

CASH FLOW PROVIDED FROM (USED iN)
INVESTING ACTIVITIES
Advances under noles receivable
Repayment of notes, mortgages, and interesi receivable

CASH FLOW USED IN FINANCING ACTIVITIES
Additional financing
Repayment of debt

INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

NONCASH INVESTING AND FINANCING ACTIVITIES
Collection of notes and inierest receivable via
receipt of property
Homes {ransferred to lease purchase buyers in exchange
for forgivenass of debt
Assumption of debl upon receipl of homes Tom

affilialed partnership

SUPPLEMENTAL INFORMATION
Inierest paid

The accompanying notes are an integral part of these statements.

5,506,686

{2,592,986)

3,946,686 4,599,275
72,799 244,427
(1,332,402) (300,182)
(142,447) (258,153)
9,003,756 0,093,744
(2,853,741) (066,555)
2,300,000
(2,853,741) 1,333,445
5,086,245 17,803,011
(10,235,078) (21,498,709)
(5,148,833) (3,695,698)
1,001,182 631,491
3,543,469 2,911,978
S 4,544 551 § 3,543,469
$ 2,434,519 $ 1,510,309
S 569,193 § 496,938
$ 500,000
$ 064,600 $ 675659



CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE PAGE 7

1.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operalions

The accompanying consolidaled financial statements of Cleveland Housing Network, inc.
(the Network) include the accounts of its affiliate, NHI, Inc. (NHI), consolidaled on the
hasis of contral and economic inierest in accordance with AICPA Statemenl of Position
94-3. Allinlercompany transactions and balances are eliminated in consolidation.

Cleveland Housing Network, Inc. is an Ohio non-profit corporation exempt from Federal
income iax under Seciion 501(c)3) of the internal Revenue Code. The Neiwork was
established for the purpose of developing affordable housing and providing housing
services in the City of Cleveland and surrounding areas in partnership with iis 17
neighborhood constituent community development corparations (CDCs), all of which are
lax exempt. These CDCs are Buckeye Area Development Corporation, Burten Beli Carr
Development Corporation, Clark-Meiro Developmeni Corporation, Detroit Shoreway
Community Developmeni Organization, Fairfax Renaissance Development Corporalion,
Famicos Foundation, Inc., Glenville Development Corporaiion, Mount Pleasant Now
Development Corporation, Northeast Shores Development-Eerporation, Ohio City Near
Wesl Development Corporation, Shaker Square Area Development Corporation, Slavic
Village Development, St. Clair-Superior Neighborhood Development Corparation,
Stockyard Redevelopment Organization, Tremont West Development Corporation,
Union-Miles Development Corporation, and Westown Community Development
Corporation,

NHI, Inc. is an Ohio non-profit corporation exempt from federal income 1ax under Seclion
501(c)(3) of the Internal Revenue Code. NHI, Inc. was established for the purpose of
holding real property to be used to support the charitable aclivities of the Network,

The Network operates many different programs. They are summarized in the financial
statements as foliows:

Partnershins and Development (Low [ncome Housing)

The Network forms limited parinerships and utilizes privaile sector equity generated by
the low income housing tex credits io acquire, develop, and lease (to own)
properties with the goal of providing fow income individuals the opportunity to
maintain and own property. The Network receives Federal, stale, and local granis
and loans which it in turn loans to the partnerships. Since inception, over 3,000
units have been compleled.

Weatherization

These programs assist low income families in maintaining and improving the properies

which thav arcounpv, Since inceniion, 77 000 homes have receivad siecirical
J -5 ot s T SR T e LR s L et A A ey

plumbing, weatherization, furnace, and/or lead abatement improvements at no or
minimal cost {o the families.

Funding is provided by utility companies and Federal, state, and local grants.



CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE PAGE 8

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Coniinued)
Homeward

This program acquires, develops, and sells properiies (o low and moderale income
families. Since inception, 1,381 homes have been developed and sold to qualifying
families at affordable prices. Sale price is sel based upon development costs. Each
house is completely renovated io exceed code. Through morigage financing
packages arranged by the Network, many families not otherwise able {o afiord home
ownership become homeowners through the Homeward program.

Family Services and Community Training

These programs provide pathways oul of poverty for low and moderale income
households and include social services, training, and counseling. Over 320 families
have received permanent housing coupied wilh iargeted supportive services for
disahled and formerly homeless households.  Ancther 382 families received
foreclosure prevention counseling and direct assistance that resulted in avoiding
foreciosure: - In addition, 8,500 adults and children have participated in financial
iileracy, homeownership, computer and iechnology, and after school learning
programs available to assist families io gain lasting employment, avaid eviction, and
achieve homeownership.

Subsidiaries

The Network has 33 for-profit and noi-for-profil subsidiaries with ownership of 25% to 100%.
The sole purpose of these subsidiaries is to act as general pariners in fimited
partnerships (owning .01% - 1%) which acquire, develop, operate, and sell low income
housing. The Network accounis for its ownership inlerest in the subsidiaries in
accordance with guidance provided by EITF 04-5. The limiled pariners have
subsiantive kick-out and participation rights and, accordingly, the Network has not
consolidaled the subsidiaries in these accompanying financial statemenis.

Comparaiive Totals

The financial statements include cartain prior-year summarized comparative information in
total bui not by nel asset class. Such information does not include sufficient detail to
conslitule a presentalion in conformity with accounting principles generally accepted in
ihe Uniled Staies of America. Accordingly, such information should be read in
conjunction with the Network's financial statements for the year ended December 31,
2006, from which the summarized infoermation was derived.

Revenue Recoaniiion

Grants

The Network recognizes grants from governmental agencies as exchange {ransactions.
The grants require the Network to provide services of approximale equal value to the
amounis received under {he grants.



CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE PAGE 9

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition (Continued)

The Neiwork recognizes funds as support from grants when eligible costs are incurred.
A receivable is recorded to the extent grants earned exceed cash advances.
Conversely, deferred revenue is recorded when grant or coniract cash advances exceed
support earned. The grantors may, al their discretion, request reimbursement for
unallowed expenses as a result of noncompliance by the Network with the terms of a
grant. On certain grants, if advances exceed eligible costs, the funds musl be returned
to the grarntior.

Contributions

Al contributions are considered available for unrestricied use, unless received wiih
donor stipuiations that limil the use of the assets. When the inienl of the donor is that
lhe assets are lo remain in perpetuity, the assets are reporled as perrnanently
restricted. The investment income generated by these assets is reporled in accordance
with the donors' stipulations. Currently, all such income is designaled for general
operations. When a donor restriction expires, for example, when a stipulaied time
restriction ends or purpose restriction is accomplished, temporarily restricied net assels
are reclassified to unrestricled net assets and reporied in the statementl of activities as
net assets released from restrictions. Donations whose stipulations are met in the year
received are recorded as unresiricted support.

Manaonament Fees

Management fee revenue includes developer fees earned by the Network for contracl
and development services provided to its related limited parinerships during the pre-
development and development phases of the projects. The fees are recognized upon
the completion of specific perfermance milestones as outiined in the agreemenis.

Mainienance Services

Revenue from mainienance and oversighl of properties is charged on a per unil basis
and recognized in the year in which service is provided.

Accounts Receivahle

Accounts receivable includes program service fees, escrow, and grant proceeds from
houses sold, and fees and advances due from various limited parinerships. These
amounts are due under various payment lerms. Payments of receivables are allocated
io the specific invoices (if applicable) identified on the remiitance advice or, if
unspecified, are applied to the earliest unpaid invoices.

The carrving amount of accounts receivable is reduced by a valualion allowance that
reflects management's best estimate of the amounts that will not be coliected.
Management individually reviews all receivable balances that exceed 50 days from
invoice date and estimates the portion, if any, of the balance that will not be collected.
Additionally, managemeni estimates an allowance for the aggregate remaining
receivables based on historical collectibility. At December 31, 2007, an aliowance of
$62,500 has been recorded for uncollectible receivables.



CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE

1.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounting Estimates

Management uses estimates and assumptions in preparing its financial statements in
accordance with accounting principies generally accepted in the Uniied States of
America. Those eslimates and assumptions affect the reported amounts of assels and
liabililies, the disclosure of contingent assets and liabilities, and the reporied revenue
and expenses. Actual results could vary from ihe estimates that were used.

Cash and Cash Equivalents

Cash and cash equivalents include demand deposiis, money markel accounts, and other
investmenis with original maturities of six monihs or less.

The Network's cash is held in accounts the balances of which subslantially exceed ihe
amount of related Federal insurance.

Inventory

The substantial portion of inventory includes houses held for sale with total costs of
$8,700,915 under the Homeward program. Inveniory includes alf costs to purchase and
rehabilitate these properties, including capitalized interest of $1,270,459 and capiialized
development fees of $113,250. These development fees are charged at a set amount
io each house (40% al conlract, 50% at sale, and 10% at closing} which approximales
the personnel costis incurred by the Network in acquiring and rehabilitating each house.
At December 31, 2007, the Network has a reserve for impairment as managemenl
expects to sell the inveniory for less than its cost.

fnventory — Homeward program $ 8,700,915
Reserve for impairment (1.100.000)

7,600,915
Inveniory — Other programs 589,070
Inventory-—Nei- - b 8,189,985

Gross sales and cost of sales for 2007 for the Homeward program were 35,803,920 and
$7,235,898, respeclively. In addition, $347,517 of grants were received 1o reduce the
cost of the houses. These transactions are recorded net in the slatement of aciivities.
At December 31, 2007, there were 86 properlies in Homeward inveniory, including 36
vacant lots held for future development.

The balance in invenlory from other programs consists of properties purchased for resale 1o
affiliated partnerships, vacant lots, and other miscellaneous properties.

Depreciation

Depreciation of furniture and equipment is provided by use of the siraight-line method over
the estimated useful lives of the assets as follows:

Furniture and equipment 5-7 years

PAGE 10



CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE PAGE 11

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L.and and Buildings Held {or Sale

Land and buildings held for sale are received in payment of notes receivable and are
recorded at cost and held for sale to qualified low income purchasers.

Functional Allocation of Expenses

The costs of providing the various programs and other activiiies have been summarized on
a functional basis in the statement of activities. Accordingly, certain costs have been
allocated between program services, management and general, and fundraising.

2. NOTES RECEIVABLE

Long-lerm notes receivable are due from various limited parinerships in which the Network’s
subsidiaries are general pariners. The parinerships acquire, develop, own, operale,
lease, and provide fenanis with the opporiunity to purchase low-income housing. The
properties are developed using low income housing tax credits. Inierest rales on the
noles receivable range from 0.5% to 8.01%. Certain of the notes require current
payments of inlerest but a substantial portion of the interest is deferred until the maturity
of the notes. All principal payments are deferred until the completion of the fifteen year
requirement for low income housing tax credits. The due dates of the notes range from
2008 through 2034. The notes are collateralized by the assignment of investor limiied
partners' notes or morigages on cerlain real and personal property.

Al the due date of the principal, the Network expects, in substantially all cases, lo receive
parinership properties as repayment for these receivables. The Network will then sell
the properties to tenants or other qualified low income purchasers.

3. MORTGAGES RECEIVABLE

The Network receives Federal funds to provide non-interest bearing deferred second
mortgages which are used to finance the purchase of homes by low and moderate
incorne individuals. The notes are due in full if the home buyer sells the home within the
first 5 years of ownership. In years 6 through 20, a proportionate share of the loan is
forgiven and at year 20 no amount is due. Forgiveness in 2007 {olaled $23,542.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. NOTES PAYABLE

The Network has lines of credil with five banks and two community development lending
institutions, totaling $24,925,000, of which $6,691,070 was outstanding at December 31,
2007. The interest rales are fixed al 5.5% and 6.0% or vary from prime less 3.5% to0
5% above prime. Approximalely $17,500,000 of the total lines may be used only for
acquisition and construction of properties purchased for inventory. No more than 95%
of the tolal costs per house may be financed on these lines. Interestis payable monthly
with principal to be repaid from proceeds of properties sold. Approximately $2,975,000
of the lines are unsecured. The balance of the lines are secured by land and buildings
held for sale, future renls, general intangibles, receivables, and contract rights. The
notes payable are classified as current liabilities as management axpecis the notes to
be repaid in 2008.

Two of the lines of credit with two community development lending institulicns require
cerain financial covenants, including ihe mainienance of a current ralic and liabilities to
net worth ratio.

5. LONG-TERM DEBT
Long-term debt al December 31, 2007, consists of the following:

4.5% unsecured noie, payable to LISC with interest payable
monthly and $10,000 due upon the sale of each property:
with balance due January 2013 $ 165973

0% - 6.5% morigages, payable to the City of Cleveland
and Stale of Ohio with all inierest and principal
deferred; due 2011 through 2037; certain of the
mortgages have provisions for forgiveness of
principal and interest 31,136,728

6.75% noie, payable to the City of Cleveland with no
interest or principal payments through 2012.
$480,000 of principal forgiven in 2012 if loan
conditions met. After 2012, paymenis of
principal and interest of 5% until obligation is
repaid; collateralized by morigages 800,000

4.3% — 4.48% construction notes, payable to a bank with
aggregale maximum borrowings of $2,708,000,
separated inlo four tranches of $677,000 each.
Each tranche payable in full in 2009 through
2011; collateralized by assignment of leases and
second morlgages 2,708,000

Neon-inierest bearing, unsecured Community
Development Block Grants. The debt will
be forgiven if certain provisions are met;
net of $3,603,513 forgiven and considered
as grant income 137,025
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. LONG-TERM DEBT (Conlinued)

4% unsecured note, payable to a2 bank with interest
payable guarierly, due July 2012 500,000

4% unsecured nole, payable to a bank with inierest
payabie quarterly; due April 2017 2,000,000

4.5% unsecured noles, payabile lo ESIC New Markets
Partners X Limited Partnership, interest at 4.5% payable

monthly, principal due December 2009 3,797,380
41,007,116

Less: Current portion 203.825
$40,803,201

Future maturities of long-term deb! are as follows;

2008 $ 203,825
2009 5,178,190
2010 709,373
2011 2,801,995
2012 500,000
Thereafter 31,613,733

$41,007,116

6. BOARD DESIGNATED UNRESTRICTED NET ASSETS

Unrestricled nel asseis al December 31, 2007, were designated by the Board of Trustees as

iollows:
Designated for lease purchase price leveling fund $ 102,200
Designated for reducing the sale price of homes

to future lease purchase buyers 9,911,973

$10.014173

7. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets al December 31, 2007, were restricted for the following
puUrpose:

Hope 3 loans $ 165,800

8. PERMANENTLY RESTRICTED NET ASSETS

Permanently restricied net assets are restricied io assefs held in perpetuity whose income
is designaied for general operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9. COMMITMENTS AND CONTINGENCIES
L.eases

The Network leases office space and office equipment under long-term operaling leases
through 2016.

Minimum annual renials are as follows:

2008 § 206,853
2009 210,218
2010 213,585
2011 192,356
2012 159,916
Thereafter , 574 586

31,557,524

Total rent expense for office space and equipment for 2007 amounted 10 $155,012.

in June 2006, the Network signed a letter of intent to lease additional ofiice space for &
period of ten years. The letier of intent slates that the Network will occupy an additional
8,193 square feet of space for ten years at $12 per square foot, or approximalely $8,200
per month. The new lease will contain an escalation cause. The Network expecis to
occupy this additional space in 2008.

Littigation

The Network is the named defendant in several pending lawsuiis. The uilimate outcome of
these lawsuils cannot be presently determined. In the opinion of management, ihe
outcome of ihese lawsuits will not have a material effect on the Network’s financial
pasiiion.

10. PROFIT-SHARING PLAN

The Network has a 401(k) profit sharing plan covering substantially all employees. The plan
was changed effective January 2004, io allow for an employer contribution of 3% of all
eligible wages. Employer contributions for 2007 amounled to $124,501. The plan also
allows for additional contributions at the discretion of the Board. There were no
discretionary contributions for 2007.

11. RELATED PARTY TRANSACTIONS

During the ordinary course of business the Network conducts iransactions with related
parties. During 2007, the Network paid $530,327 for property management, £594,849
for weatherization, and $32,200 for development of Homeward homes 1o its
neighborhood constituent community development corporations.

In 2007, the Neiwork charged the affiliated partnerships $128,087 for accounting services.

In 2007, the Network gave $255,000 in grants io its affiliaied partnerships.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. GUARANTEES

The Network has guaranieed ioans for seven of its affiliaied partnerships as follows:

Partnership Amount Type of Loan
EFrieview Homes [l b 4,444 9868 Bank
Slavic Viliage Homes 2,154,350 Bank
Stockyard Homes 1,191,420 Bank
East 65" Street Development LLC 173,091 Construction Line of Credit
Cleveland New Caonsiruction 1V 3,076,986 Bank
South Pointe Commons ' 1,114,011 Bank
Edgewoaod Park . 500,000 Community Development Lender

The lerm of the guaraniees is the life of the loans through the consiruction periods, which
are expected to mature in 2008 and 2009. In addilion to Cleveland Housing Network's
guaranige, the loans are collaieralized by merigages on the partnerships’ properties for
the project. The guaraniees were made to assist the partnerships in obiaining financing
for housing projects for which the~Network is the developer. The Network would be
required io perform under the guaraniees if the parinerships defaulted on their loans.
The maximum poiential amount 1o be owed would be the balance of the loan plus
accrued interest. The Network would expect the amouni due io be reduced by the
proceeds of the sale of collateral.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED DECEMBER 31, 2007

Federal Grantor/Pass-Thraugh
Grantor/Program Title CFDA # Expenditures

United States Department of Energy passed
through the City of Cleveland

Home Weatherization Assistance Program (DOE) 81.042 3 394,206

United States Department of Health and Human Services
passed through the City of Cleveland

Home Weatherizalion Assisiance Program (HHS) 83.563 712,666
United States Deparimeni of Health and Human Services
passed through the State of Chio
Home Energy Assisiance Program 93.568 462,056
Uniled Stales Department of Health and Human Sarvices
passed through the Stale of Ohio
Residential Energy Assistance Challenge 03.568 56,524
United States Departmenl of Health and Human Services
passed through the State of Obio
Foreclosure Prevenlion Counseling 93.558 83,29
United States Depariment of Health and Human Services
passed through Cuyahoga County

Temporary Assistance for Needy Families 93.558 84,075
1,398,615

United States Departmenl of Housing and Urban
Development passed through Cuyahoga County

Emergency Shelter Program 14,231 21,600

United States Department of Housing and Urban
Development

Support Service-Transitional Housing Project 14.235 24 260

United States Deparlment of Housing and Urban
Development

Supplemental Assistance for Facilities 1o
Assist Homeless 14.235 114,266

See accompanying note to Schedule of Expendilures of Federal Awards.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continuad)

YEAR ENDED DECEMBER 31, 2007

Federal Grantor/Pass-Through
Granior/Program Title CEDA # Fxpenditures
Uniled States Departmenti of Housing and Urban
Development

Supportive Housing Program 14.235 66,398

United Staies Department of Housing and Urban
Development passed through the City of Cleveland
L ead Based Paint Hazard Control Program 14.900 370,581

Uniled Stales Department of Housing and Urban
Developmeni passed Ihrough Cuyahoga County

Heallhy Homes Initiative 14,901 49,337
United States Depariment of Housing and Urban
Developmenl passed through the City of Cleveland
Home Investment Partnership Program 14.239 1,254,295
United States Depariment of Housing and Urban
Developmeni passed through Cuyahoga County
Home Investment Partnership Program 14.239 140,000
United States Depariment of Housing and Urban
Development passed through the Enterprise Community
Partners
Capacity Building Program 14 X005 194,590
United States Department of Housing and Urban
Development passed through Housing Parinership
Network
Housing Counseling Programs 14.169 100,980
2,336,417
Total Federal Expenditures & 4.129.7238

See accompanying nole fo Schedule of Expenditures of Federal Awards.
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BOARD OF TRUSTEES
CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE

Report on Iniernal Conirol Qver Financial Repording and on
Compliance and Other Matiters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

We have audited the consolidaied financial siaiements of Cleveland Housing Netwaork,
Inc. and Affiliale as of and for the year ended December 31, 2007, and have issued our report
thereon daled June 3, 2008. We conducled our audit in accordance with auditing standards
generally accepted in the Uniled Slates of America and the slandards applicable to financial
audils contained in Governmeni Auditing Standards, issued by the Comptroller General of the
United Stales.

Internal Conirpl Qver Financial Reporting

In planning and performing our audil, we considered Cleveland Housing Network, inc. and
Affiliate’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial stalements, but not for
the purpose of expressing an opinion an the effectiveness of the Organization’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effecliveness of the
Organization's internal control over financial reporting.

A conirol deficiency exists when the design or operalion of a control does not allow
managemenl or employees, in the normal course of performing their assigned functions, to
prevenl or detecl misstalements on a timely basis. A significant deficiency is a control
deficiency, or combination of conirol deficiencies, that adversely afiects the entity’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 ihe entity’s financial sfatements thai is more than inconsequentiat will not be
prevenied or detected by the entity’s internal conirol.

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

Our consideralion of internal control over financial reporting was for the limiled purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control thal might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporling that we consider 1o be
malerial weaknesses, as defined above. However, we noted other mincr or immaterial maiters
involving the internal control over financial reporting that we have reporied to the management
of Cleveland Housing Network, Inc. and Affiliate in a separale letter dated June 3, 2008.
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Compliance and Other Mailers

As part of obtaining reasonable assurance about whether Cleveland Housing Network,
inc. and Affiliate’s financial statements are free of material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations, contracls and grani agreements,
noncompliance with which could have a direct and material effect on the determination of
financial sialement 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 lests disclosed no instances of noncompliance or other matters that
are required io be reported herein under Government Auditing Standards.

This report is intended solely for the infarmation and use of management, the Board of
Trustees, others within the Organization, and Federal awarding agencies and pass-through
enlilies and is not intended to be and should not be used by anyone other than these specified
pariias.

Colpm o Compaw:l

June 3, 2008
Cieveland, Ohio
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BOARD OF TRUSTEES
CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE

Reporl on Compliance with Requirements Appilicable to
Each Maijor Program and Internal Control Over
Compliance in Accordance with OMB Circular A-133

Complizanceg

We have audited the compliance of Cleveland Housing Network, inc. and Affiliale with
the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplemeni that are applicable to its major Federal
programs for the year ended December 31, 2007. Cleveland Housing Network, Inc. and
Affiliate’s major Federal programs are identified in the summary of audilors’ resuits section of
the accompanying schedule of findings and questioned costs. Compliance with the
requirements of faws, regulalions, contracts, and grants applicable io its major Federal
programs is the responsibilily of Cleveland Housing Natwork, Inc. and Affiliate’s management.
Our responsibility is to express an opinion on Cleveland Housing Network, Inc. and Affiliate’s
compliance based on our audit.

We conducted our audii of compliance in accordance with audiling standards generaily
accepied in the United States of America, the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the Uniled States, and
OMB Circular A-133, Audits of Slales, Local Governments and Non-Profit Organizations.
Those siandards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether—nencompliance with the types of compliance
requirements referred to above that could have a direct and malerial effect on major Federai
programs occurred. An audit includes examining, on a lest basis, evidence about Cleveland
Housing Network, Inc. and Affiliate’s compliance with those requirements and periorming such
other procedures as we considered necessary in the circumsiances. We believe that our audit
provides a reasanable basis for our opinion. Our audit does nol provide a legal delermination
on Cleveland Housing Network, Inc. and Affiliate's compliance with those requirements.

In our opinion, Cleveland Housing Network, Inc. and Affiliate complied, in all material
respects, with the requiremenis referred to above ihai are applicable to ils major Federal
programs for the year ended December 31, 2007.
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Iniernal Contrel Over Compliance

The management of Cleveland Housing Network, inc. and Affiliaie is responsible for
establishing and maintaining effective internal control over compliance with requirements of
laws, regulations, coniracts, and grants appiicable 1o federal programs. In planning and
performing our audit, we considered Cleveland Housing Neitwork, Inc. and Affiliate’s internal
control over compliance with the requirements that could have a direct and malerial effect on
major federal programs in order lo determine our auditing procedures for the purpose of
expressing our opinion on compliance, bul not for the purpose of expressing an opinion on the
efiectiveness of internal controt over compliance. Accardingly, we do not express an opinion on
the effeciiveness of Cleveland Housing Network, inc. and Affiliate’'s internal control over
compliance.

A control deficiency in an entity’s internal control over compliance exisis when the design
ar operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or delect noncompliance with a type of
compiiance requirement of a federal program on a limely basis. A sighificant deficiency is &
conlrol deficiency, or combination of conlrol deficiencies, that adversely affects the entily's
ability 1o adminisier & federal program such that thers is more than a remote likelihood thai
noncompliance with a type of compliance requirement of a federal program that is more than
inconsaquential will nol be prevenied or delecled by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
thal resulte in more than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal program will not be prevented or detecied by the entity's
internal controt. :

Our consideration of ihe internal control over financial reporting was for the limiled
purpose described in the firsl paragraph of this section and would not necessarily idenlify all
deficiencies in the internai control that might be significant deficiencies or material weaknesses.
We did net identify any deficiencies in the internal control over compliance that we consider lo
be material weaknesses as defined above.

This reporl is intended solely for the information and use of lhe Board of Truslees,
management, and Federal awarding agencies and pass-through entities and is not intended 1o
be and should not be used by anyone oiher ihan these specified pariies.

Colum 4 &wa«»ﬂ[

June 3, 2008
Cleveland, Ohio
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2007

SECTION | - SUMMARY OF AUDITORS' RESULTS

Financial Stalemenis

Type of auditors’ report issued: Unqualified
Iniernal control aver financial reporting:
Material weakness(es) identified? Yes N No
Significant deficiency(ies) identified
not considered {o be malerial weaknesses? Yes Y None reported

Noncampliance malerial to financial statements
noled? Yes N No

Federal Awards

Internal Control over major programs:

Material weakness(es) identified? Yes V No
Significani deficiency(ies) identified
nol considered to be material weaknesses? Yes xf Nanz reporied

Type of auditors’ report issued on compliance
for major programs: Ungualified

Any audit indings disclosed that are required
to be reperied in accordance with
Circular A-133, Section 510(a)? Yes V No

Identification of major programs:

CFDA Number Name of Federal Program or Clusier
93.568 Home Wealherizalion Assislance Program & Home Energy Assistance Program
81.042 HomeWeatherization Assistance FProgram

Dollar threshold used {o distinguish
between Type A and Type B programs:; 3 300.000

Auditee gualiied as low-risk auditee? N Yes No
SECTION Il — FINANCIAL STATEMENT FINDINGS

No matiers were reported.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued)

YEAR ENDED DECEMBER 31, 2007

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
No matiers were reporied.
SECTION [V - PRIOR YEAR FINDINGS AND QUESTIONED COSTS

None.
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NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

DECEMBER 31, 2007

1. SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The accompanying schedule of expenditures of Federal awards was prepared on the
accrual basis of accounting.
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BOARD OF TRUSTEES
CLEVELAND HOUSING NETWORK, INC. AND AFFILIATE

Independeni Auditors’ Report on Supplemenial Financial Information

Our report on our audit of the basic financial statements of Cleveland Housing Network
for 2007 appears on page 2. Our audit was conducted for the purpose of forming an opinion on
the consolidated financial slatements taken as a whole. The supplemental information
contained on pages 27 through 33 is presented for purposes of additional analysis and is not a
requirad part of the consolidated financial statemenis. The information has been subjected 1o
the auditing procedures applied in the audit of the basic financial stalemenls, and, in our
opinion, is fairly siated in all material respects in relation 1o the basic financial slaterments taken

as a whole.

June 3, 2008
Cleveland, Ohio
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SCHEDULE QF OHIO DEPARTMENT OF DEVELOPMENT ADMINISTERED GRANTS

YEAR ENDED DECEMBER 31, 2007

Remaining
Cash Expenses Grant
Grant Name Number Received Charged Balance
Housing Development
Assistance Program N-03-505-1 § 346,500 $ 346,500 3 -
Housing Development
Assistance Program N-03-505-2 § 350,000 $ 350,000 $ -
Housing Development
Assislance Program N-06-505-7 $ 185,920 § 255,920 $ 70,000
Housing Deveiopment
Assisiance Program N-06-505-8 $ 85,710 $ 85,710 $ 10,000
Housing Development
Assistance Program N-06-505-9 $ 150,650 $ 230,650 $ 200,000
Housing Development
Assistance Program N-B-05-505-1 % 751,000 $ 751,000 5 -
Housing Development
Assistance Program N-B-06-505-1 s -- ) - $ 750,000
Housing Trust Fund R-05-505-1 $ 74,377 $ 75,000 3 623
Housing Trust Fund H-05-505-1 § 401,383 % 418,000 $ 16,617
Housing Trust Fund H-06-505-1 $ 57,212 $ 73,407 % 34,588
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SCHEDULE OF LONG-TERM NOTES RECEIVABLE
DECEMBER 31, 2007
interest Maturity
Description Amount Rate Date

Cleveland Housing Network 6.26%

Limited Partnership 1X § 1,746,000 (5.26% Delerred) December 2008
Cleveland Housing Network

Limited Partnership X 200,000 1% January 2008
Cleveland Housing Network

Limited FParinership 1X 38,670 5.1% (Deferred) December 2009

Cleveland Housing Network
Limited Partnership IX

Cleveland Housing Network
Limited Parinership IX

Cleveland Housing Network
Limited Partnership IX

Cleveland Housing Network
Limited Partnership X

Cleveland Housing Network
Limited Partnership X

Cleveland Housing Network
Limited Partnership X

Cieveland Housing Network
Limited Partnership X!

Cleveland Housing Network
Limited Partnership X

Clevaland Housing Network
Limited Parinership Xl

Cleveland Housing Network
Limited Partnership Xl

Cleveland Housing Network
Limited Parinership Xl

Cleveland Housing Network
Limited Partnership Xiii

Cleveland Housing Network
Limited Partnership XIH

1,068,000

1,578,457

994,288

1,876

1,080,000

2,187,806

600,000

173,302

1,976,106

154,125

316,000

6.45%
Prime
0.50%
7.33%
(6.83% Deferred)
Prime

AFR (6.46%)

7.13%

Decembsar 2003

December 2009

December 2009

December 2008

Decamber 2009

Decembear 2009

December 2010

July 2022

December 2022

December 2022

December 2022

December 2024
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SCHEDULE OF LONG-TERM NOTES RECEIVABLE (Continued)
DECEMBER 31, 2007
Interest Maturity
Description Amouni Rate Date

Cleveland Housing Network

Limited Partnership XIV 2,689,397 7% December 2024
Cleveland Housing Network

Limited Partnership XIV 122,400 50% December 2024
Cleveland Housing Network

Limited Partnership XIV 300,000 6% December 2024
Cleveland Housing Network

Limited Parinership XV 1,748,616 5.30% Decamber 2025
Cleveland Housing Network

Limited Partnership XV 300,000 5.30% December 2029
Cleveland Housing Network

Limited Partnership XVI 1,750,000 5% (Deferred) December 2026
Clevetand Housing Network

Limited Partnership XVII 516,000 8.00% December 2027
Cleveland Housing Network

Limited Parinership XVl 300,000 8.00% December 2031
Cleveland Housing Network

Limited Partnership XV 525,336 8.00% December 2031
Cleveland Housing Network

Limited Partnership XVl 300,000 7.00% December 2032
Cleveland Housing Network

Limited Parinership AVill 306,000 2.00% December 2032
Cleveland Housing Network

Limited Partnership XX 750,000 5% (Deferred) December 2008
Cleveland Housing Network

Erieview Homes 1, Lid. 446,000 5% (Deferred) December 2029
Cleveland Housing Network

Limited Parinership XX 1,062,075 5% (Deferred) December 2030
Cleveland Housing Network

Limited Partnership MFZ 32,8624 1% December 2008
New Construction Limited

Partnership ! 300,000 B.01% November 2026
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SCHEDULE OF LONG-TERM NOTES RECEIVABLE (Continued)

DECEMBER 31, 2007

interest Maturity
Description Amouni Rate Date
New Construction Limited
Partnership il 300,000 1% December 2028
New Construction Limited
Partnership Il 300,000 7.04% December 2028
Erie Square LP 500,000 5% (Deferred) December 2030
New Consiruction Limited
Partnership 11l 516,000 .25% December 2031
Cleveland Housing Network
Limited Parlnership XXI 1,500,000 5% (Deferred) December 2021
Erieview Homes |l LP 1,259,064 7% Deacember 2033
Stockyard Homes LP 735,000 5.25% December 2033
Slavic Village Homes LP 584,375 7% December 2033
Clevetand New Homes LP 806,421 5% (Deferred) December 2027
West One LP 213,497 4.39% January 2024
251,381 1% May 2034
Notes due from Houseco i 903,080
34,359,712
Less: Current portion 1,978,624
$ 32,380,888
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SCHEDULE OF NOTES PAYABLE
DECEMBER 31, 2007
Total Amount
Available Quistanding
interest Due Line of at December
Payee Rate Date Credit 31, 2007
Fifth Third Bank Prime + .5% September 2008  § 2,000,000 $ 422,882
Doliar Bank Prime + .25% On demand 3,000,000 384,752
Enterprise Community
Loan Fund 6.0% January 2008 3,000,000 940,270
Key Bank Prime January 2008 3,000,000 640,553
Kay Bank Prime — 3.5% May 2011 3,000,000 719,209
Mational City Bank Prime September 2008 2,500,000 458,473
Key Bank Prime January 2008 2,000,000 782,887
Key Bank Prime July 2008 1,500,000 550,989
Enterprise Community
Loan Fund 6% January 2008 1,100,000 635,366
Village Capital Corporation 6% July 2010 1,000,000
Village Capital Carporation 0% June 2009 25,000 25,000
Charter One Bank Prime + .5% On demand 750,000 184,800
Village Capital Corporation 5.5% June 2008 500,000 76147
Fifth Third Bank Prime + .5% January 2009 500,000
Key Bank Prime January 2008 400,000 339,836
Fifth Third Bank Prime + .5% danuary 2009 100,000 100,000
Dollar Bank Prime + 5% On demand - - 100,000 99,932
Fifth Third Bank Prime + .25% November 2018 450,000 218,864
$24.925.000 3 6691070
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Inierest Due
Description Rate Date Amount

Mortaages Payable to City of Cleveland and State of Ohio
= 0% * 17,500
P2 0% * 15,000
P5 6.5% (Deferred) ® 48,960
PB 6.5% (Deferred) * 38,900
P7 2% * 333,824
P7 (Stale) 0% 2032 150,000
P8 1% * 422,021
P8 (State) 0% 2033 240,000
P8 (Siaie) 0% 2017 272,720
£9 0% 197,846
P9 1% 2020 1,846,000
P10 0.5% 2021 447,750
10 0.5% 2011 2,124,995
P11 (0% 2020 2,477,764
P12 0% 2022 2,400,000
P13 0% 2023 1,532,640
P13 (State loan) 0% 2025 310,000
P14 (State loan) 0% _ 300,000
P14 0% 2024 2,601,831
P15 (Siate loan) 0% 300,000
P15 0% 2025 1,748,516
P16 0% 2026 1,750,000
P17 0% 2017 516,000
P17 (State loan) 0% 300,000
P18 0% 2028 482 000
P18 (Slate loan) 0% 300,000
P19/Erieview Homes 0% 2029 1,130,000
P20 0% 2030 1,850,000
NC1 1% 2026 300,000
NC2 0% 2031 300,000
NC2 (State loan) 0% 300,000
Cleveland New Homes 0% 2027 806,421
P21 0% 2031 1,500,000
NC3 0% 2633 516,000
MF1 3% 2020 172,500
Erie Square 0% 2037 500,000
Erieview Homes | 0% 2034 1,259,064
Slavic Village Homes 0% 2034 584,376
Stockyard Homes 0% 2033 735.000

§31,138,728

* Interest and principal to be forgiven upon tenant’s exercise of the lease purchase provision.
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Interest Due
Descriplicn Raie Daie Amount

CDBG Loans Payable

Year 14 0% Due upcn sale 5 18,000
Year 15 0% Due upon sale 18,640
Year 16 0% Due upon sale 100,385






