Date:” September 20, 2010 o

- To The Road Home Audit Committee of the Board of Directors R
From: Matthew M. Minkevitch, Executive Director .
o Larry G. Kupfer, Associate Executive Director of Administrative
L Services
Subject:  Response to Auditors Management Letter PRESIDENT

Steve Elicson

This memo is in response to the Audit for the period July1, 2009 through June 30, ~ "&TaE
2010, performed by Lake Hill & Myers CPA’s, regarding their examination of The

SECRETARY

Road Home’s financial records, internal controls, and other accounting procedures Karmie F. Brown

for the fiscal year 2009-2010 TREASURER

Paul Christenson

Prior Year Management Letter Findings AT H Rzi'?(“;T

- EXECUTIVE DIRECTOR

RKWS No follow up necessary. Malthew M. Minkevich

H O M E@ BOARD OF TRUSTEES

Bob Allen

Support and Flndln2 2’010 - 1 Eric Bergeson

Shelter for Rob Brough
Overcoming . . . : . Gary E. Carl

s The Rapid Re-housing Team has reviewed each file to ensure overall compliance. e

The Director of Housing Programs and the Rapid Re-housing Program Supervisor — Dovg Duehimeier

conducted an additional review of all 355 files for which we have expended money. Rifh"”: dEFVi'“‘

. N . . . a elzer

Therefore, each file has been reviewed twice since the completion of the audit. Of Brondl Goble

all 355 files, there were four that did not have third party income verification. We  Seofl C. Godderidge

. . . . . i Glori shi
have confirmed third party income verification with our partners at Department of Shal,;:]}fou,s;;
Workforce Services for those four files. : , Richard Hempherys

| ) Robert Hyde

. . . . , ! . . Faye Keller

OnMay 12,2010, DWS conducted a monitoring of this Rapid Re-housing Program. Sara Kurrus
According to their monitoring summary, there were no findings and “customer case Julie by

. . J . Jannah J. Hurn Mather
files and financial records are in compliance with the contract.” We have also been Jano Saba

monitored by the HPRP funders, and have not yet received their report, but were =~ Morgit Schneider
verbally informed that they were impressed and did not have any major issues. We K“f;j”:“y’j:
have a solid checklist to guide documentation gathering and several checks and Kerry Steadman
balances along the way. The two files that did not have sufficient income Docla Toeoclitis:
verification were from the first month of the program when we were still working r
with the funders to findlize all the qualification paperwork.

What we collect now for each RRH file, is a DWS document called “Financial
Assistance Benefit History.” This shows history of income, with amounts and
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sources. We also use the HUD income verification sheet. It is included in every file
and listed on the checklist. In addition, we have third party income verification. .
- We found Mr. Lake, Mr. Sorensen and the other auditors involved in this audit to be .
L very thorough and helpful during the audit of the agency and have greatly o
o appreciated their service to the agency. If you have any questions regarding any part
of this audit, please feel free to contact us. '

: . - PRESIDEMNT
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. PRESIDENT-ELECT

. Hilea Walker

Matthew M. Minkevitch Larry G. Kupfer N
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» Lake, Hill & Myers
: 6695 South 1300 East

A PROFESSIONAL CORPORATION Salt Lake City, Utah 84121
CERTIFIED PUBLIC ACCOUNTANTS Voice: (801) 947-7500 Fax: (801) 947-7609

INDEPENDENT AUDITOR’S REPORT

September 20, 2010

To the Board of Directors and Management of
The Road Home

We have audited the accompanying consolidated statement of financial position of The Road Home (a nonprofit
organization) as of June 30, 2010 and 2009 and the related consolidated statements of activities and change in net
assets, functional expenses and cash flows for the years then ended. These consolidated financial statements are
the responsibility of the Organization's management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 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 audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of The Road Home as of June 30, 2010 and 2009, and the changes in its net assets

and its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 20, 2010 on
our consideration of The Road Home’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audits.

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying schedule of expenditures of federal awards on pages 18-19 is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the consolidated financial
statements. Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the consolidated financial statements. The information
has been subjected to the auditing procedures applied in the audit of the consolidated financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the information is fairly stated in all material respects in relation
to the consolidated financial statements as a whole.

L__al‘Q( HoY o{ Mav.n)



THE ROAD HOME

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ASSETS

Current assets:
Cash and cash equivalents
Grants and contracts receivable
Promises to give - current
Due from related party - Palmer Court
Prepaid expenses and other assets

Total current assets
Promises to give - long term
Property and equipment, net

Note receivable - Palmer Court
Interest in the net assets of affiliated organization

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable
Accrued expenses

Total current liabilities
Net assets:
Unrestricted
Unrestricted - property and equipment
Unrestricted - board designated

Total unrestricted net assets

Temporarily restricted
Permanently restricted

Total net assets

June 30,

2010

2009

$ 2,209,152

$ 2,335,559

389,783 169,169
428,434 456,974
1,267,000 -
219.687 211,188
4,514,056 3,172,890
215,097 613,973
2,060,495 1,997,988
400,000 2,010,769
4,439,503 4,131,043
$11.629.151 $11,926.663
$ 125,460 $ 50,362
303.405 323,349
428.865 373,711
2,109,199 485,439
2,060,495 1,997,988
1,219,223 1,287,767
5,388,917 3,771,194
1,540,417 3,510,806
4,270,952 4,270,952
11,200,286 11,552,952
11,629,151 11,926,663

See notes to consolidated financial statements.
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THE ROAD HOME

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS

YEAR ENDED JUNE 30, 2010

Revenue and public support:
Government grants and contracts
Other grants

Private donors

Development fee - related party - Palmer Court 1,000,000
Management fees - related party - Palmer Court 133,031

United Way

In-kind

Investment and interest income

Special events
less direct costs

Other income

Net assets released from restrictions:
Satisfaction of program restrictions

Total public support and revenue
Expenses:

Emergency assistance

Shelter

Self reliance
Housing

Total program services

Management and general
Fundraising

Total supporting services
Total expenses
Change in net assets from operations

Change in interest in net assets
of affiliated organization

Change in net assets
Net assets, June 30, 2009

Net assets, June 30, 2010

Temporarily ~ Permanently
Unrestricted restricted restricted Total
$4,410,710  § 55,600 $ - $4,466,310
- 400,000 - 400,000
3,123,000 44,080 - 3,167,080
- - 1,000,000
- - 133,031
71,719 - - 71,719
677,914 - - 677,914
65,269 - - 65,269
396,387 - - 396,387
(69,073) - - (69,073)
132,663 - - 132,663
2470069  (2.470,069) - -
12411.689  (1.970.389) - 10,441,300
525,455 - - 525,455
3,408,988 - - 3,408,988
412,405 - - 412,405
6.170.538 - - 6,170,538
10.517.386 - - _10,517.386
364,694 - - 364,694
405,938 - - 405,938
770,632 - - 770,632
11,288.018 - - _11.288,018
1,123,671 (1,970,389) - (846,718)
494,052 - - 494,052
1,617,723 (1,970,389) - (352,666)
3,771,194 3,510,806 _4.270.952 11,552,952
5388917  $1,5404 4,270,952  $11,200,286

See notes to consolidated financial statements.
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THE ROAD HOME
CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS
YEAR ENDED JUNE 30, 2009

Temporarily ~ Permanently

Unrestricted restricted restricted Total
Revenue and public support:
Government grants and contracts $2,863,252 $ - 8 - $2,863,252
Private donors 2,611,523 300,000 - 2,911,523
United Way 76,346 - - 76,346
In-kind 577,000 - - 577,000
Investment and interest income 81,751 - - 81,751
Special events 236,065 - - 236,065
less direct costs (87,570) - - (87,570)
Loss on disposal of fixed assets (9,000) - - (9,000)
Other income 155,258 - - 155,258
Net assets released from restrictions: _
Satisfaction of program restrictions 597.364 (597.364) - -
Total public support and revenue 7,101,989 (297.364) - 6.804.,625
Expenses:
Emergency assistance 620,641 - - 620,641
Shelter 3,735,753 - - 3,735,753
Self reliance 581,676 - - 581,676
Housing 1.773.785 - - 1,773,785
Total program services 6.711.855 - - 6,711,855
Management and general 313,127 - - 313,127
Fundraising ‘ ‘ 396,513 - - 396,513
Total supporting services 709,640 - - 709,640
Total expenses 7.421.495 - - 7.421,495
Change in net assets from operations (319,506) (297,364) - (616,870)
Change in interest in net assets v
of affiliated organization _(306.863) - - (306.863)
Change in net assets ' (626,369) (297,364) - (923,733)
Net assets, June 30, 2008 4.397.563 3,808,170 4270952 12,476,685
Net assets, June 30, 2009 3,771,104 $3.510,806 $4.270.952 $11.552.952

See notes to consolidated financial statements.
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THE ROAD HOME

CONSOLIDATED STATEMENT OF CASH FLOWS

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:
Depreciation and amortization
Loss on disposal of assets
Non-cash grant to related non-profit organization
(Increase) decrease in interest in
net assets of affiliated organization
Change in assets and liabilities:
(Increase) decrease in grants and contracts receivable
Decrease in promises to give
Increase in prepaid expenses and other assets
Increase in due from related party - Palmer Court
Increase in accounts payable and accrued expenses

Net cash provided by (used in) operating activities
Cash flows from investing activities:
Purchase of property and equipment
Increase in due from related party - Palmer Court
Proceeds from interest in net assets of affiliated organization
Net cash used in investing activities
Net decrease in cash

Cash at beginning of year

Cash at end of year

Schedule of non-cash investing and financing activities:

None.

Year Ended June 30,

See notes to consolidated financial statements.

-7

2010 2009
$ (352,666) $ (923,733)
252,074 244,179
- 9,000
1,743,769 -
(494,052) 306,863
(220,614) 23,300
427,416 377,695
(8,499) (62,030)
(1,000,000) -
55,154 8.114
402,582 (16.612)
(314,581) (292,534)
(400,000) (1,359,266)
185.592 221,462
(528.989) (1.430.338)
(126,407)  (1,446,950)
2.335.559 3,782.509
$ 2200152  § 2.335559



THE ROAD HOME
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Operational Purpose

The Road Home (TRH) is a nonprofit corporation organized under the laws of the State of Utah.
TRH’s mission is to help individuals and families step out of homelessness and back into the
community through emergency services, personalized case management and collaboration with
other community service providers.

TRH principal programs comprise the following:

e Emergency Assistance: Emergency Assistance provides emergency and employment
related assistance.

e Shelter: Shelter Services provides basic short-term shelter services to those in need.

o Self Reliance: Self Reliance provides case management and resources for shelter
residents.

e Housing: Housing provides case management, resources and rental assistance for
permanent and transitional housing clients.

Financial Statement Presentation

The accompanying consolidated financial statements of TRH have been prepared on the accrual

method of accounting and accordingly reflect all significant receivables, payables and other
liabilities. '

TRH reports its net assets according to the following three classes of net assets:
Unrestricted - accounts for unrestricted assets (net of related liabilities) available for support
of the organization's operations. Assets designated by the Board of Directors for a specific

purpose also are accounted for in this fund.

Temporarily Restricted - accounts for resources currently available for use, but expendable
only for purposes specified by the donor.

Permanently Restricted - accounts for gifts requiring in perpetuity that the principal be
invested and the income only be used.



Basis of Consolidation

The accompanying consolidated financial statements include the accounts of TRH and its wholly-
owned single member limited liability company, Housing Now LLC, collectively referred to in
these consolidated financial statements as TRH, or the Organization. All significant intercompany
accounts and transactions have been eliminated in consolidation.

Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents are defined as cash on hand and
highly liquid investments with original maturities of three months or less. Restricted cash is not
considered a cash equivalent. ‘

Contracts and Grants

TRH receives substantial funding through federal, state, and other grants and contracts. The
majority of these grants and contracts operate on a cost reimbursement basis. Generally, accounts
receivable and the related revenues are recorded when the applicable expenses to grant awards have
been incurred. Certain grants require that TRH match the funds received with other funds in
varying percentages. '

Promises to Give

Promises to give that are unconditional in nature are recorded at their estimated fair value less an
appropriate allowance for uncollectible amounts. TRH estimates an appropriate allowance for
doubtful accounts based on historical collection experience and knowledge and experience with the
donors.

Property and Equipment

Property and equipment are recorded at acquisition cost or, where donated, at estimated market
value at the date of the donation. Depreciation is computed using the straight-line method based on
estimated useful lives ranging from 3 to 20 years. Expenditures for repairs and maintenance are
charged to expense as incurred.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions. Contributions are
recorded as reverue when cash is received or TRH receives an unconditional promise to give from
the donor.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support is reported as an increase in 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 consolidated statement of activities as net
assets released from restrictions.

-0-



Donated Property and Equipment

Donations of property and equipment are recorded as support at their estimated fair value at the date
of donation. Such donations are reported as unrestricted support unless the donor has restricted the
donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire property and equipment are reported as
temporarily restricted support. Absent donor stipulations regarding how long those donated assets
must be maintained, TRH reports expirations of donor restrictions when the donated or acquired
assets are placed in service as instructed by the donor. TRH reclassifies temporarily restricted net
assets to unrestricted net assets at that time. During the years ended June 30, 2010 and 2009,
donated property and equipment totaling $93,664 and $0 is reflected in the consolidated statement
of activities and change in net assets. The $93,664 donation represents furniture received by TRH,
which was subsequently donated to Shelter the Homeless Committee, a related non-profit
organization, for use at Palmer Court.

Donated Services, Materials and Facilities

Volunteers and donors contribute substantial amounts of services, materials and facilities toward
the fulfillment of TRH programs. To the extent these contributions satisfy the criteria for
recognition under generally accepted accounting principles (GAAP), they are recognized as
contributions and expenses in the consolidated statement of activities and change in net assets or are
capitalized in the consolidated statement of financial position. The donated amounts recognized are
generally recorded at the fair market value represented on the vendor invoice, or an estimated fair
value as can best be approximated by sales of similar items.

The donated services, materials and facilities reflected in the consolidated statement of activities
total $584,250 and $577,000 during the years ended June 30, 2010 and 2009, respectively, and
primarily represent the donation of blankets provided to shelter participants, with an estimated fair
value of $54,000 and $52,000 for 2010 and 2009, respectively, and the rental of the downtown
shelter for $300 per year, where the fair value of such rent is estimated at $530,250 and $525,000
for 2010 and 2009, respectively. These amounts are recorded as contributions and as expense in the
consolidated statement of activities and change in net assets. '

Amounts for donated services are reflected in the consolidated financial statements if the services
create or enhance nonfinancial assets or if TRH would be required to pay for the services if not
donated. No amounts have been reflected in the consolidated financial statements for donated
volunteer services, which do not satisfy the criteria for recognition under GAAP; however, a
substantial number of volunteers have donated significant amounts of time to TRH programs.

Functional Expenses

TRH allocates its expenses on a functional basis among its programs and supporting services.
Expenses that can be identified with a specific program or supporting service are directly classified
to that program or service. Other expenses that are common to several functions are allocated on a
reasonable and systematic basis.

-10 -



Nonprofit Status

TRH was organized as a nonprofit corporation in accordance with the laws of the State of Utah and
is exempt from federal income taxation under provisions of Section 501(c)(3) of the Internal
Revenue Code.

Income Taxes
TRH evaluates its tax positions for uncertainties. In the event a tax position is determined to resuit
in a probable obligation, TRH records a provision for additional taxes. TRH believes it does not

have, and has not recorded a liability for any uncertain tax positions.

Use of Estimates

The preparation of consolidated 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.

Transfers of Assets to a Not-for-Profit Organization or Charitable Trust that Raises or Holds
Contributions for Others

TRH and donors have transferred funds to an affiliated organization, the Jon M. Huntsman
Family Community Shelter Trust (the Shelter Trust), for the benefit of TRH. TRH has evaluated
the terms of the agreements governing the funds held by the Shelter Trust for the benefit of TRH
and recognizes its rights to the assets (financial or nonfinancial) held by the Shelter Trust as an
asset unless the Shelter Trust is explicitly granted variance power, that is, the unilateral power to
redirect the use of the transferred assets to another beneficiary. Because TRH and the Shelter Trust
are financially interrelated organizations and variance power is not granted to the Shelter Trust,
TRH recognizes its interest in the net assets of the Shelter Trust and adjusts that interest for its share
of the change in net assets of the Shelter Trust related to the transferred assets.

Subsequent events

Management has made an evaluation of subsequent events through September 20, 2010, the date on
which the financial statements were available to be issued.

NOTE 2 - CASH CONCENTRATIONS:

Cash balances exceed the federally insured limit by approximately $1,159,214 and $1,115,352 at

June 30, 2010 and 2009, respectively. Management does not believe this represents a material
credit risk. : ‘

[ I



NOTE 3 - GRANTS AND CONTRACTS RECEIVABLE:

Grants and contracts receivable consist of the following:

June 30,
2010 2009
HPRP contract $197,890 $ -
TBRA contract 46,589 31,531
U.S. Department of H.U.D. 40,700 21,094
State of Utah 40,778 42,724
Salt Lake City 16,383 20,818
Salt Lake County - 24,933 13,610
CSBG _ - 3,035
Food Stamp ' - 15,000
Sales tax refund receivable 2,174 2,292
Other 20.336 19,065

$389.783 $169,169

NOTE 4 - PROMISES TO GIVE:

Promises to give consist of the following:

June 30,

2010 2009
Crusade for the Homeless $ 400,000 $ 600,000
United Way 243,000 486,000
Others 47,608 90,831

690,608 1,176,831
Discount (47.077) (105.884)
Net present value : 643,531 1,070,947
Less current portion (428.434) (456,974).

$§ 215097 § 613.973

Future collections of promises to give are estimated as follows:

Year ending June 30,

2011 $ 464,190
2012 , 213,634
2013 11,634
2014 625
2015 525

$ 690,608

Promises to give due in more than one year are reflected at the present value of the estimated future
cash flows using a discount rate of six percent.
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NOTE 5 - PROPERTY AND EQUIPMENT:

Property and equipment consists of the following:

June 30,
2010 2009
Building leasehold improvements $2,486,159 $2,251,152
Land 69,000 69,000
Buildings 132,451 132,451
Vehicles 244,548 217,630
Furniture and fixtures 506,945 467,628

3,439,103 3,137,861
Less accumulated depreciation ' (1,378.608) _(1,139.873)

$2.060.495 $1.997.988

NOTE 6 - DUE FROM RELATED PARTY - PALMER COURT:

TRH incurred development costs or advanced funds totaling $2,520,637 at June 30, 2010 to Shelter
the Homeless I, LLC, the owner of the Palmer Court housing development. Upon completion of
Palmer Court, it was determined that $267,000 would be repaid to TRH, with the remaining
$2,253,673 recorded as a grant to Shelter the Homeless Committee, a related non-profit owner of
Palmer Court. This grant to Shelter the Homeless Committee has been included in the TRH’s
consolidated statement of activities and changes in net assets and the $267,000 is reflected in the
due from related party - Palmer Court at June 30, 2010.

In connection with the Palmer Court project, TRH is to receive a development fee of $1,000,000.
This amount is included in the due from related party - Palmer Court and $1,000,000 has been
recorded as development fee revenue - related party - Palmer Court in the consolidated statement of

activities and changes in net assets for the year ended June 30, 2010.

"NOTE 7 - NOTE RECEIVABLE - PALMER COURT:

TRH has loaned the Palmer Court project $400,000 in connection with a grant received from the
Federal Home Loan Bank of Seattle (FHLB). The loan is non-interest bearing, due in April 2039
and payment is subject to available cash flow. The grant from FHLB requires that the Palmer Court
project commit to leasing 141 units to tenants who earn up to 30 percent of the area median income
and 60 units to tenants who earn up to 60 percent of the area median income as defined by HUD. If
Palmer Court fails to comply with these terms through June 2024, the grant could be required to be
repaid to the FHLB.
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NOTE 8 - INTEREST IN NET ASSETS OF AFFILIATED ORGANIZATION:

In 1992, a donor made a permanently restricted contribution of $1,000,000 and stipulated that the
earnings be used to benefit the homeless shelter operated by TRH. In 1995, TRH, the original
donor, and the Shelter Trust entered into an agreement whereby the Shelter Trust was made
responsible for the administration of this initial $1,000,000 permanently restricted contribution and
other permanently restricted donations. TRH does not believe that the agreement gives the Shelter
Trust variance power as defined by GAAP, and therefore records its interest in and changes in the
net assets of the Shelter Trust related to these permanently restricted contributions.

At June 30, 2010 and 2009, TRH has recorded $4,439,503 and $4,131,043, respectively, as its
interest in the net assets of the Shelter Trust. During the years ended June 30, 2010 and 2009, TRH
recorded $494,052 and $(306,863), respectively, as an increase (decrease) in its interest in the net
assets of the Shelter Trust. During the years ended June 30, 2010 and 2009, $185,592 and
$221,462, respectively, was transferred to and received in cash by TRH.

NOTE 9 - LEASE COMMITMENTS:

TRH currently leases office equipment, the winter shelter building and land under long-term
operating leases. Rent expense for the years ended June 30, 2010 and 2009 totaled $219,638 and

$207,536, respectively. Future minimum lease commitments under these long-term operating lease
agreements are as follows:

Year ending June 30,

2011 $42,880
2012 42,880
2013 42,880
2014 42,380
2015 13.991

$185,511

Additionally, as more fully described in Note 12, TRH leases its primary downtown shelter from a

- related party for $300 per year. This lease agreement is currently under a one-year renewable term
with the related party.

NOTE 10 - CONCENTRATIONS:

A significant portion of TRH’s support is provided through government grants-and contracts. A
loss of this support would have a materially adverse effect on TRE.
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NOTE 11 - RETIREMENT PLAN:

TRH has established a defined contribution retirement plan (the Plan) for the benefit of its
employees. To qualify as a participant, an employee must be at least age 21 and have completed
one year of service. Under the Plan, TRH makes a discretionary matching contribution based upon
an annual determination of the Board of Directors. For the years ended June 30, 2010 and 2009,
TRH contributed $144,445 and $143,657 to the Plan, respectively. Participant contributions are
fully vested at the time of contribution and TRH contributions vest over five years.

NOTE 12 - RELATED PARTY TRANSACTIONS:

TRH leases the downtown shelter from Shelter the Homeless Committee, a related non-profit
organization for $300 per year. For the years ended June 30, 2010 and 2009, TRH estimates that
the fair value of the shelter space is $530,250 and $525,000, respectively, and has recorded
contributed revenue and a corresponding expense totaling $530,250 and $525,000 to reflect the
estimated fair value of this lease transaction. Additionally, during the year ended June 30, 2010,
TRH made grants to Shelter the Homeless Committee totaling $2,347,337 reflecting development
costs and furniture in connection with the Palmer Court project.

At June 30, 2010 and 2009, TRH has recorded its interest in the net assets of the Shelter Trust
totaling $4,439,503 and $4,131,043, respectively, relating to funds transferred/donated to the
Shelter Trust for the benefit of TRH, over which the Shelter Trust has not been granted variance
power, as more fully described in Note 8.

At June 30, 2010 and 2009, TRH has a receivable from related party - Palmer Court totaling
$1,267,000 and $2,010,769, respectively, as more fully described in Note 6. Additionally, as
more fully described in Note 7, TRH has a long-term note receivable from a related party -
Palmer Court totaling $400,000 at June 30, 2010.

NOTE 13 - CONTINGENCIES AND COMMITMENTS:

TRH received residential real estate from the Olene Walker Housing agency in a prior period. The
agreement with the donor was to use the home for low-income housing purposes. If TRH sells the
property, it will have to pay $53,000 to The Olene Walker Housing Loan Fund.

As more fully described in Note 6, TRH received a grant from FHLB which was then loaned to
Palmer Court. Palmer Court must comply with the leasing commitments through June 2024 or the
grant could be required to be repaid.
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NOTE 14 - TEMPORARILY RESTRICTED NET ASSETS:

Temporarily restricted net assets represent resources currently available for use, but expendable

only for the specific purposes and time restricted donations, as follows:

Pajmer Court

Note receivable - Palmer Court

United Way - 2008-2010 (time restriction)
Individual pledges (time restriction)
Smoke alarms :

HVAC

Shelter doors

Bunkbeds

Generator

Butler database

Amex shelter donation (time restriction)
Children and Teens Arts program
Melina children’s program

NOTE 15 - PERMANENTLY RESTRICTED NET ASSETS:

June 30,
2009

$ 816444 § 2,765,765

400,000 -

229,245 445,514
43911 40,831 -

1,083 -

799 -

15 -

- 10,000

11,957 136,720

33,928 50,000

- 50,000

2,035 11,976

1,000 -

$1.540417  $3.510.806

Permanently restricted net assets totaling $4,270,952 at June 30, 2010 and 2009, represent
permanently restricted donations held by the Shelter Trust and represent permanently restricted
donations received from various donors to establish an endowment for the benefit of TRH. As
further discussed in Note 8, an agreement was entered into between TRH and the Shelter Trust,
whereby the responsibility for the investment and administration of this endowment was transferred
to the Shelter Trust. Earnings on the assets of the Shelter Trust are available for the support of the
TRH homeless shelter, provided, however, that for so long as TRH continues to provide shelter to
homeless persons in the State of Utah, that income derived from the endowment shall be directed to

TRH for such purposes.
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THE ROAD HOME
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2010

Federal Pass-through Total awards for
CFDA entity identifying programs involving
number number pass-through entities Expenditures
Federal grantor/Pass-through grantor/Program title
U.S. Department of Homeland Security
Direct programs:
Emergency Food and Shelter Program* 97.024 $ 201,766
ARRA - Emergency Food and Shelter Program* 97.114 100,000
Total Department of Homeland Security 301,766
U.S. Department of Housing and Urban Development
Passed through from Emergency Shelter Grants:
Salt Lake County 14.231 51,046
Salt Lake City 14.231 90,000
State of Utah : 14,231 352,359
Passed through from Supportive Housing Grants:
Successful Transitions 14.235 25,488
Green Street Partners - 2nd West 14.235 1,047
Volunteers of America - Homeless Outreach 14,235 14,004
Supportive Housing Frontier 14235 95,283 69,842
12 Units Housing Project 14.235 14,095
Passed through from Tenant Based Rental Assistance Grants:
Salt Lake City 14.239 90,195
Passed through from ARRA - Homeless Prevention and Rapid Rehousing Grants:
ARRA - Salt Lake County* 14.257 85,352
ARRA - Salt Lake City* 14.257 152,872
ARRA - State of Utah* 14.257 318,822
Passed through from Community Development Block Grants: :
Alta City 14218 BV03522 1,500
Bluffdale City 14.218 BV03522 1,205
Cottonwood Heights City 14.218 BV03522 3,000
Draper City 14,218 BV03522 2,400
Herriman City 14218 BV03522 1,500
Holladay City 14,218 BV03522 4,200
Layton City 14218 BV03522 4,500
Midvale City 14218 BV03522 14,000
Murray City 14218 BV03522 18,600
Riverton City 14218 BV03522 1,820
Salt Lake City 14.218 BV03522 111,893
Sait Lake County 14218 BV03522 39,000
Sandy City 14218 BV03522 19,134
South Salt Lake City 14.218 BV03522 5,000
Taylorsville City 14.218 BV03522 3,500
West Jordan City 14.218 BV03522 10,000
West Valley City 14218 BV03522 10,000
Total Department of Housing and Urban Development 1,516,374
U.S. Department of Veterans Affairs
Direct programs:
Housing Work Program for Veterans 64.024 11,029
U.S. Department of Agriculture
Passed through from the State of Utah - Department of Workforce Services:
Food Stamps 10.561 15,000
U.S. Department of Health and Human Services
Passed through from the State of Utah and Salt Lake County:
Social Services Block Grant 93.667 15,781
Passed through from the State of Utah - Department of Workforce Services:
Temporary Assistance for Needy Families* 93.558 195,000
Rapid Re-Housing* 93.558 987,301
Passed through from Salt Lake Community Action Program:
Community Services Block Grants 93.569 72,864
Total Department of Health and Human Services 1,270,946
Total Federal Assistance $ 3,115,115
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| THE ROAD HOME
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
| JUNE 30, 2010

NOTE A - GENERAL:

The schedule of expenditures of federal awards presents the activity of all federal award
programs of The Road Home (TRH). The TRH reporting entity is defined in Note 1 to TRH’s
consolidated financial statements. All federal financial awards received directly from federal

agencies as well as federal financial awards passed through from other government agencies are
included on the schedule. '

NOTE B - BASIS OF ACCOUNTING:

The accompanying schedule of expenditures of federal awards is presented using grant
accounting principles. Certain government and other grants require that an other comprehensive
basis of accounting be followed. The differences from accounting principles generally accepted
in the United States of America are as follows: acquisition of capital assets are recorded as
expenses rather than being capitalized and depreciated and supporting services are reflected with
program expenses rather than reflected separately.

NOTE C - SUB-RECIPIENTS:

TRH provided federal awards to sub-recipients as follows:

Federal Pass-through
CFDA identifying Amount
Program Title number number provided

Supportive Housing Frontier 14.235 - § 25441



» Lake, Hill & Myers
6695 South 1300 East

A PROFESSIONAL CORPORATION Salt Lake City, Utah 84121
GERTIFIED PUBLIC ACCOUNTANTS Voice: (801) 947-7500 Fax: (801) 947-7609

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

September 20, 2010

To the Board of Directors and Management of
The Road Home

We have audited the consolidated financial statements of The Road Home as of and for the year
ended June 30, 2010, and have issued our report thereon dated September 20, 2010. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered The Road Home’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the consolidated financials statements, but not for the purpose of expressing an
opinion on the effectiveness of The Road Home’s internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of The Road Home’s internal
control over financial reporting.

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 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.

Our consideration of intermal control over financial reporting 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 financial reporting that might be deficiencies, 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.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether The Road Home’s consolidated
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed one instance of noncompliance or other matters that are required to be reported
under Government Auditing Standards and which is described in the accompanying schedule of
findings and questioned costs as item 2010-1.

We noted certain other matters that we reported to management of The Road Home in a separate
letter dated September 20, 2010.

The Road Home’s response to the finding identified in our andit is described in the
accompanying schedule of findings and questioned costs. We did not audit The Road Home’s
response and, accordingly, we express no opinion on it.

This report is intended solely for the information of the board of directors, 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.

Lalte, Hilb o My



» Lake, Hill & Myers
6695 South 1300 East

A PROFESSIONAL CORPORATION Salt Lake City, Utah 84121
CERTIFIED PUBLIC ACCOUNTANTS Voice: (801) 947-7500 Fax: (801) 947-7609

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

- September 20, 2010

To the Board of Directors and Management of
The Road Home

Compliance

We have audited The Road Home’s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of The Road Home’s major federal programs for the year ended June 30,
2010. The Road Home’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of The Road Home’s management. Our responsibility is to express
an opinion on The Road Home’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 The Road Home’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 of The Road Home’s compliance with
_ those requirements.

In our opinion, The Road Home complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2010. However, the results of our auditing
procedures disclosed one instance of noncompliance with those requirements, which is required
to be reported in accordance with OMB Circular A-133 and which is described in the
accompanying schedule of findings and questioned costs as item 2010-1.



Internal Control Over Compliance

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

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 deficiencies, 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. However, we identified a certain
deficiency in internal control over compliance that we consider to be a significant deficiency as
described in the accompanying schedule of findings and questioned costs as item 2010-1. 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.

The Road Home’s response to the finding indentified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit The Road Home’s
response and, accordingly, we express no opinion on the response.

This report is intended solely for the information of the board of directors, 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. :

L. ale, Hha 1 MW



THE ROAD HOME
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
- YEAR ENDED JUNE 30, 2010

Summary of Auditors' Results

i

il.

iit.

iv.

vi.

vii.

The auditor’s report expresses an unqualified opinion on the consolidated financial
statements of The Road Home.

No significant deficiencies relating to the audit of the financial statements are reported in
the 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.

No instances of noncompliance material to the financial statements of The Road Home,
which would be required to be reported in accordance with Government Auditing
Standards, were disclosed during the audit.

One significant deficiency in internal control over major federal award programs disclosed
during the audit is reported in the Report On Compliance With Requirements That Could
Have a Direct and Material Effect on Each Major Program And Ow Internal Control
Over Compliance In Accordance With OMB Circular A-133. The deficiency is not

reported as a material weakness,

The auditor’s report on compliance for the major federal award programs for The Road
Home expresses an unqualified opinion on all major federal award programs.

Audit findings that are required to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this Schedule.

Major programs consist of:

Federal

Federal Grantor/Pass-Through CFDA
Grantor/Program Title Number Expenditures

United States Department of Housing and Urban Development:
Passed through from ARRA - Homeless Prevention and Rapid
Rehousing Grants:

ARRA - State of Utah ' 14257 § 318,822
Salt Lake City 14.257 152,872
Salt Lake County 14.257 85,352

257,046

(continued)



THE ROAD HOME
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010 '

(continued)

United States Department of Health and Human Services:
Administered by Utah State Department of Workforce Services:

State of Utah — DWS — TANF 93.558 195,000

State of Utah — DWS — Rapid Re-Housing 93.558 987.301
1,182.301

United States Department of Homeland Security:
Direct Programs:

Emergency Food and Shelter Program 97.024 201,766
ARRA - Emergency Food and Shelter Program 97.114 100,000
301,766

$2,041,113

viii.  The Organization had four Type A programs for the year ended June 30, 2010. The dollar
threshold to distinguish Type A and Type B programs was $300,000.

ix. The Organization did not qualify as a low-risk auditee.

Findings - Financial Statement Audit - Internal Controls

None

Findings and Questioned Costs - Major Federal Awards Program Audit

UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES
2010-1  Administered by Utah State Department of Workforce Services — CFDA 93.558

Statement of Condition: Documentation of income verification could not be located for
2 of the 25 participants selected for testing.

Criteria: Eligibility for the program requires family income not exceed 200% of Poverty
Income Guidelines for household size.

Cause of Condition: Proper documentation of participant income level was either not
gathered or misfiled.

Effect of Condition: The participant may not be eligible to participate in the program.

Recommendation: The Road Home should implement procedures to ensure that income
has been verified for all persons receiving assistance.



THE ROAD HOME
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2010

Ref Finding

There were no prior year findings and, therefore, no summary schedule of prior audit findings.



Ref

2010-1

THE ROAD HOME
CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED JUNE 30, 2010

Corrective Action

UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES
CFDA 93.558

Internal Control over Compliance - Income Verifications

Recommendation

The Road Home should implement procedures to ensure that income has been
verified for all persons receiving assistance.

Action Taken

The Rapid Re-housing Team has reviewed each file to ensure overall compliance.
The Director of Housing Programs and the Rapid Re-housing Program Supervisor
conducted an additional review of all 355 files for which we have expended money.
Therefore, each file has been reviewed twice since the completion of the audit. Of
all 355 files, there were four that did not have third party income verification. We
have confirmed third party income verification with our partners at Department of
Workforce Services (DWS) for those four files.

On May 12, 2010, DWS conducted a monitoring of this Rapid Re-housing (RRH)
Program. According to their monitoring summary, there were no findings and
“customer case files and financial records are in compliance with the contract.” We
have also been monitored by the HPRP funders, and have not yet received their
report, but were verbally informed that they were impressed and did not bave any
major issues. We have a solid checklist to guide documentation gathering and
several checks and balances along the way. The two files that did not have
sufficient income verification were from the first month of the program when we
were still working with funders to finalize all the qualification paperwork.

What we collect now for each RRH file, is a DWS document called “Financial
Assistance Benefit History.” This shows history of income, with amounts and
sources. We also use the HUD income verification sheet. It is included in every file
and listed on the checklist. In addition, we have third party income verification.
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