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COMMUNITY ACTION DULUTH, INC.
DULUTH, MINNESOTA

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2009 AND 2008
(Continued)

NOTE 2 PROGRAM DESCRIPTIONS AND ACCOMPLISHMENTS (Continued)

Family Employment Advocacy (FEA)

Green Duluth - Is an employment program for low-income youth in partnership with the City of
Duluth. 13 Canvassers knocked on 13,541 doors and made 4,324 personal contacts with
Duluthians. From those contacts 2,662 Energy Yardstick surveys were compieted, giving residents
a rough idea of where their homes fell in relation to both a national average and their
neighborhood’s average on an energy consumption scale. Weekly speakers on green jobs and a
12-hour financial course were offered. Canvassers also worked with professionals to address local
environmental needs by participating in a number of environmentally-related projects in and around
Duluth.

HOPE Program - Utilizes Family Employment Advocates to support and assist families who are
committed to making changes in their life. FEAs work with families to determine what areas of
development and support are important to that family at that time as they confront the barriers
associated with isolation and poverty. Approximately 15 families are served by this program.

Green Jobs - A new program that is in the early stages of enroliment and relationship building with
employers. The goal of the program is to increase the income of 5 individuals in the Duluth
community by 25% through a partnership with Duluth @ Work by assisting them with training and
placement in a green job.

Bridge to Employment - Provides intense culturally appropriate employment advocacy and job
development with African American parents who are currently on the MN Family Investment
program (MFIP). 29 participants have been enrolled in 2009, of which 19 (4 non - MFIP) have
been placed in or obtained employment during the year as a result of assistance received from
employment mentor program.

Circles of Support

Circles of Support - Incorporates a multi-faceted approach of Matched Circles and Community
Engagement to bring people together across social economic and cultural divides to help families
move out of poverty. A “Matched Circle” consists of 2-5 people who make a commitment to help a
family move out of poverty. The Circles of Support “Community Engagement Strategy” engages the
wider community to embrace the shared goal of eliminating barriers that keep poverty in place.
During fiscal year 2008/2009 53 people were involved in Matched Circles and 246 community
members have engaged in poverty simulations, public forums and poverty education.

The Getting Ahead Program - Is a Circles of Support component that offers participants an
intensive 10- week -20 session course that covers a specially designed curriculum aimed at
empowering and focusing participants to understand issues of poverty and work to overcome the
barriers to ‘Getting Ahead'. In 2009, 34 low-income people involved in Getting Ahead-Duluth have
developed a goal plan to escape poverty. These individuals are on a fast track to broaden and
build cross class social capital resources.
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DULUTH, MINNESOTA

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2009 AND 2008
(Continued)

NOTE 2 PROGRAM DESCRIPTIONS AND ACCOMPLISHMENTS (Continued)

ASDIC- Anti-Racism Study Dialog Circles - Over the past 3 years ASDIC has brought together
over 90 people to discuss the impact of systemic racism. During 2009 a new program component -
Institutional ASDIC - engaged 12 civic, community and business leaders to discuss how the
community can work together in eliminating racial disparities.

Race 4 Center Court - Is a spin-off of an existing antl -racism program called Youth Anti-Racism
Study Dialogue Circles. Race 4 Center Court (R4C ) strives to empower youth by building
relationships, community and a racial justice perspective. Race 4 Center Court utilizes advanced
basketball skill training methods as the prlmary outlet to develop life skills and foster team building.
R4C? offers, free of charge, 20 two-hour sessions during the summer for 15 to 30 Duluth youth
between the ages of 8 and 12. Upon complet|on of training, 18 to 20 youth are invited to be a part
of the performance team. The impact of R4C? will reach into their friendships, families, schools,
teams and communities.

Tax Preparation

Over 60 volunteers at our Volunteer Income Tax Assistance (VITA) site prepared tax returns for
over 1,260 households in 2009. The average income of clients served was just over $14,600 while
the average refund received by families was just under $2,020. The total value of the tax refunds
from the tax site was over $2.5 million. Additional services such as savings accounts, benefit
screening, express refund loans, child care, and credit report access and counseling were offered.

Voter Registration

Every year, Community Action Duluth provides voter registration forms to program participants.
During major election years, we also coordinate more comprehensive registration and voter
education efforts.

Duluth’s Blueprint to End Poverty

This is a community-based initiative to bring Duluthians together to determine what it will take to
end poverty in our city. Our goal is to bring economic prosperity and hope to every citizen in Duluth
by taking the following steps to end poverty: educate our community about the reality of poverty
right here in our city, bring community members together to determine what it will take to end
poverty in Duluth, and move Duluth forward to take steps to end poverty.

NOTE 3 CASH AND CASH EQUIVALENTS

Cash and cash equivalents consisted of the following at September 30:

2009 2008
Cash $ 126,028 $ 131,582
Certificates of deposit 66,084 62,820

Cash and cash equivalents $ 192,112 $ 194,402
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COMMUNITY ACTION DULUTH, INC.
DULUTH, MINNESOTA

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2009 AND 2008
(Continued)
PROPERTY AND EQUIPMENT

A summary of property and equipment of the Organization at September 30 was as follows:

Estimated Accumulated Net
Life Cost Depreciation 2009 2008
Office equipment 4-6yrs $ 45029 % 26,073 $ 18,956 $ 17,122

CASH AND GRANTS RECEIVABLE HELD FOR OTHERS

Cash and grants receivable held for others consist of funds due to clients who are involved in the
Match Savings program. The Organization matches eligible clients’ deposits into savings accounts.
Upon completion of the program, the amounts held in these accounts are paid to the client.

MAJOR SOURCES OF REVENUES

The Organization received a substantial amount of its revenue from various federal, state and county
government agencies.

RETIREMENT PLANS

All non-probationary employees of the Organization who work a minimum of 1,248 hours during the
Organization’s fiscal year are eligible to participate in a voluntary self-directed retirement plan
authorized under Section 403(b) of the Internal Revenue Code. The Organization makes a
contribution equal to 5 percent of an employee’s annual gross wage and employees vest immediately
upon entering the plan. The Organization’s contributions for the years ended September 30, 2009
and 2008 were $7,071 and $7,625, respectively.

CONCENTRATIONS OF CREDIT RISK

The Organization maintains its cash balances at four area financial institutions. Accounts at each
institution are insured by the Federal Deposit Insurance Corporation up to $100,000. As of October 3,
2008 the Emergency Economic Stabilization Act of 2008 temporarily raised the basic limit on federal
deposit insurance coverage from $100,000 to $250,000 per depositor. The legislation provides that
the basic deposit insurance limit will return to $100,000 after December 31, 2013. At September 30,
2009 and 2008, the Organization's uninsured cash balance totaled $0 and $42,739, respectively.
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(Continued)

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consisted of the following at September 30:

Contributor

Northland Foundation

Lloyd K Johnsen

Zeppa Foundation

Wildey Mitchell Family Foundation
SMDC

Northland Foundation

Dututh Area Community Foundation
Northland Foundation

United Way

General Mills

Lloyd K Johnson

Duluth Area Community Foundation
Duluth Area Community Foundation
Duluth Area Community Foundation
Wells Fargo Foundation

Lake Superior initiative
Miscellaneous Contributors

Total

OPERATING LEASE

Restricted for

Feasibility Study

Asset Development

Asset Development

Anti-poverty Programs

Circles of Support Program

Circles of Support Program

Circles of Support Program

Family Assets for Independence (FAIM)
Family Assets for Independence (FAIM)
Family Assets for Independence (FAIM)
Blueprint To End Poverty

Duluth Transportation Initiative

Asset Development

Getting Ahead Duluth

Home Repair Program

Lake Superior initiative

Anti-Race Study Dialogues

2009 2008
$ 1,250 §
5,394
27,787
8,867
10,000
10,949 5,538
2,473
21,746
59,610 41,266
1,807
3,140
23,455
2,257
10,000
2,728 10,000
13,000
4,826
$ 119407 § 146,686
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The Organization rents office space under a five-year lease that expires November 30, 2012. Total
rental expense for the years ended September 30, 2009 and 2008 was $46,949 and $46,815,
respectively. Future minimum rent payments for the years ending September 30, are as follows:

2010
2011
2012

Total

$ 46,949
46,949

$ 101,722



SUPPLEMENTARY INFORMATION
AS REQUIRED BY
OMB CIRCULAR A -133



COMMUNITY ACTION DULUTH, INC.

DULUTH, MINNESOTA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Federal Grantor/
Pass-through Grantor/

Program Title

U.S. Department of Health and Human Services (HHS)

Passed through Minnesota Department of Health and Human Services
Program Cluster:
Community Services Block Grant
ARRA - Community Services Block Grant
Total Program Cluster: Community Service Block Grant CFDA #93.569
and ARRA - Community Services Block Grant CFDA #93.710

Passed through St. Louis County
Temporary Assistance for Needy Families
Temporary Assistance for Needy Families
Total Temporary Assistance for Needy Families - CFDA 93.558

Passed through Arrowhead Economic Opportunity Agency
Social Services Research and Demonstration
Total Health and Human Services

U.S Department of Housing and Urban Development (HUD)

Passed through Local Initiative Support Corporation
Section 4 Capacity Building for Community Development and
Affordable Housing

Direct Award
Housing Counseling

Passed through City of Duluth
Community Development Block Grant
Community Development Block Grant
Total Community Development Block Grant - CFDA 14.218

Passed through Housing and Redevelopment Authority
Demolition and Revitalization of Severely Distressed Public
Housing (HOPE VI)
Total HUD
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Grant
ldentification Federal

Number CFDA# Expenditures
810046 93.569 $ 239,339
1010046 93.710 59,426
298,765

20784 93.558 38,107
20784B 93.558 119,501
157,608

90XP0267 93.647 91,008
547,381

43930-004 14.252 3,979
14.169 50,000

20683 14.218 25,249
20863 14.218 18,897
44 146

93008 14.866 410

98,5635
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COMMUNITY ACTION DULUTH, INC.
DULUTH, MINNESOTA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009
(Continued)

Federal Grantor/ Grant
Pass-through Grantor/ Identification  Federal
Program Title Number CFDA#  Expenditures

U.S. Department of the Treasury

Direct Award
Volunteer Income Tax Assistance (VITA) Program 21.009 20,500

Total federal grant expenditures $ 666,416
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COMMUNITY ACTION DULUTH, INC.
DULUTH, MINNESOTA

NOTE TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
SEPTEMBER 30, 2009

BASIS OF PRESENTATION

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



FIKILISSCHITLLING LTD.

18
CONSULTANTS AND CERTIFIED PUBLIC ACCOUNTANTS

DeanR. Ager, CPA
Thomas L. Sykes, CPA
Michael S. Altman, CPA
Independent Auditor's Report on Deborah ] Medlin, CPA
Internal Control over Financial Reporting and on Darla R. Benoit, CPA
Compliance and Other Matters Based on an Ronald E. Peterson, CPA
Audit of Financial Statements Performed in Thomas]. Eling, CPA

Accordance with Government Auditing Standards

January 25, 2010

To the Board of Directors
Community Action Duluth, Inc.
Duluth, Minnesota

We have audited the financial statements of Community Action Duluth, Inc. , as of and for the year ended
September 30, 2009, and have issued our report thereon, dated January 25, 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 Community Action Duluth, Inc.’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Community Action Duluth,
Inc.’'s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
Community Action Duluth, Inc.’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding

paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified a certain deficiency in
internal control over financial reporting that we consider to be a significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects
Community Action Duluth, Inc.’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 Community Action Duluth, Inc.’s financial statements that is more than inconsequential will not be
prevented or detected by Community Action Duluth, Inc.'s internal control. We consider the deficiency described in
the accompanying schedule of findings and questioned costs as 2009-1 to be a significant deficiency in internal
control over financial reporting.

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

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies or material weaknesses. However, we believe that the significant deficiency described
above is not a material weakness.

600 Wells Fargo Center - 230 West Superior Street - Duluth, MN 558021953 - Phone 218:722:4705 - Fax 218:722-8589
807 Cloquet Avenue - Cloquet, MN 55720-1677 - Phone 218-879:1503 - Fax 218-879-6240

www.eikill.com
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Independent Auditor's Report on
Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an
Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

(Continued)

Compliance and Other Matters

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

We noted certain other matters that we reported to management of Community Action Duluth, inc. in a separate
letter dated [Date] .

This report is intended for the information and use of the Board of Directors, management, federal awarding
agencies and pass-through agencies and is not intended to be and should not be used by anyone other than these
specified parties.
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Independent Auditor's Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control over

DeanR. Ager,CPA
Thomas L. Sykes, CPA
Michael S. Altman, CPA
Deborah ]. Medlin, CPA
Darla R. Benoit, CPA
Ronald E. Peterson, CPA
Thomas ]. Eling, CPA

Compliance in Accordance with OMB Circular A-133

January 25, 2010

To the Board of Directors
Community Action Duluth, Inc.
Duluth, Minnesota

Compliance

We have audited the compliance of Community Action Duluth, Inc., with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to its major federal programs for the year ended September 30, 2009. Community Action Duluth, Inc.’s
major federal programs are identified in the summary of Independent Auditor’s results section in the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to its major federal programs is the responsibility of Community Action Duluth, Inc.'s
management. Our responsibility is to express an opinion on Community Action Duluth, Inc.’s compliance based on
our audit.

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

In our opinion, Community Action Duluth, Inc. complied, in all material respects, with the requirements referred to
above that are applicable to its major federal programs for the year ended September 30, 2009.

Internal Control Over Compliance

The management of Community Action Duluth, Inc. is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Community Action Duluth, Inc.’s internal control
over compliance with requirements that could have a direct and material effect on a major federal program in order
to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Community Action Duluth, Inc.’s internal control over compliance.

600 Wells Fargo Center - 230 West Superior Street < Duluth, MN 55802:1953 - Phone 218:722:4705 - Fax 218-722:8589
807 Cloquet Avenue - Cloquet, MN 55720-1677 - Phone 218-879-1503 « Fax 218-879-6240

www.eikill.com
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Independent Auditor's Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control over
Compliance in Accordance with OMB Circular A-133
(Continued)

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

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

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

This report is intended solely for the information and use of the Board of Directors, management, federal awarding

agencies and pass-through agencies and is not intended to be and should not be used by anyone other than these
specified parties.

Al - «édcﬁ;.ﬂd.g TA -
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COMMUNITY ACTION DULUTH, INC.
DULUTH, MINNESOTA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

3 SUMMARY OF INDEPENDENT AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unqualified

Internal control over financial reporting:

¢ Material weakness(es) identified? Yes X _No
» Significant deficiency(ies) identified that are not
considered to be material weaknesses? X _ Yes No

Noncompliance material to financial statements
noted? Yes X _ No

Federal Awards

Internal control over major programs:

* Material weakness(es) identified? Yes X _No
» Significant deficiency(ies) identified that are not
considered to be material weaknesses? Yes X __No

Type of auditor's report issued on compliance for
major programs: Unqualified
¢ Any audit findings disclosed that are required
to be reported in accordance with section 510(a)
of Circular A-1337 Yes X _No

Identification of major programs;

¢ Program Cluster - CFDA # 93.569 Community Services Block Grant and CFDA # 93.710 ARRA -
Community Services Block Grant

o CFDA# 14.218 Community Development Block Grant

Dollar threshold used to distinguish between
type A and type B programs $300.000

Auditee qualified as low-risk auditee? Yes X _ No
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COMMUNITY ACTION DULUTH, INC.
DULUTH, MINNESOTA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2009
(Continued)

Il. FINDINGS RELATING TO THE FINANCIAL STATEMENT AUDIT AS REQUIRED TO BE REPORTED IN
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS
A.  Significant Deficiency in Internal Control
Finding 2009-1

Significant Deficiency: Controls are inadequate because of lack of segregation of duties due to the limited
number of personnel.

Criteria: To strengthen internal control, a full segregation of duties should be implemented.
Effect: The Organization does not have a complete segregation of duties.
Cause: Due to a small staff, it is not possible to achieve a full segregation of duties.

Recommendation: The cost of adding personnel would outweigh the benefits of achieving proper
segregation, therefore no change in the system is recommended.

B. Compliance Findings

None reported.

{ll. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS
A.  Significant Deficiency in Internal Control
None reported.
B. Compliance Findings

None reported.
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CORRECTIVE ACTION PLAN
SEPTEMBER 30, 2009

Department of Health and Human Services and Department of Housing and Urban Development

Community Action Duluth, Inc. respectfully submits the following corrective action plan for the year ended
September 30, 2009:

Name and address of independent public accounting firm:
Eikill & Schilling Ltd.
230 West Superior Street, Suite 600
Duluth, MN 55802

Audit period: September 30, 2009

The finding from the schedule of findings and questioned costs is discussed below. The finding is numbered
consistently with the number assigned in the schedule.

FINDINGS - FINANCIAL STATEMENT AUDIT
SIGNIFICANT DEFICIENCY
2009-1 Lack of segregation of duties.
Explanation of disagreement with audit finding.
There is no disagreement with audit finding.
Action planned in response to audit finding:
We are fully aware of the lack of segregation of duties and it is our opinion that the cost of adding
additional personnel would outweigh the benefits of achieving proper segregation. We continually re-

evaluate our system and implement as many compensating controls as possible. The Board of Directors
is fully informed and active in its oversight role.

Engaging our community to end poverty

19 North 21 Avenue West * Duluth, MN 55806 * phone 218-726-1665 « tty 800-627-3529 » toll-free 866-761-5257 « fax 218-726-1612
mail @ communityactionduluth.org * www.communityactionduluth.org



