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CJH
CARY J. HALL

& ASSOCIATES, LLC
Certified Public Accountants and Consultants

To the Board of Directors - Commissioners of
Special Service Area Number 39

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of SPECIAL SERVICE AREA NUMBER
39 (a nonprofit organization), which comprise the statement of financial position as of December 31,
2013, and the related statements of activities and cash flows for the year then ended, and the related

notes to the financial statements.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements. ‘
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion

~ In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SPECIAL SERVICE AREA NUMBER 39 as of December 31, 2013, and the
changes in its net asset and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America.

417///4,%,; aseodlns , ZZC

April 29, 2014
Chicago, Illinois



SPECIAL SERVICE AREA NUMBER 39

Statement of Financial Position
December 31, 2013

ASSETS
Cash and cash equivalents (Note 2)
Receivable from affiliate (Note 3)
Real estate taxes receivable, less allowance
for uncollectible taxes of $197,000
Total Assets
LIABILITIES
Accounts payable and accrued expenses
Deferred real estate tax income

Notes payable - Line of credit (Note 4)
Payable to affiliate (Note 3)

Total Liabilities
NET ASSETS (DEFICIT)
Unrestricted funds -

‘Total Liabilities and Net Assets

The accompanying notes are an integral part of the financial statements.

$ 117,151
279,140

820,135

$ 1,216,426

$ 17,942
886,885
292,457

55,000

1,252,284

(35,858)

$ 1,216,426




SPECIAL SERVICE AREA NUMBER 39
Statement of Activities
For the Year Endgd December 31, 2013

REVENUES, LOSSES, AND OTHER SUPPORT
Real estate taxes - current period ‘ $ 736,340
Real estate taxes - prior period : -
Interest and other income -
Loss collection on real estate revenue (12,000)

Total Support and Revenues 724,340
EXPENSES
Program Services:

Advertising and Promotion ‘ 107,718
Public Way Maintenance ' 81,953
Public Way Aesthetics 100,666
Tenant Retention / Attraction 23,697
Facade Improvements 103,402
Parking/ Transit / Accessibility 31,126
District Planning 14,505
Operational program support 490,011

Supporting Services:

Management and General | 62,438
Total Expenses | 1,015,516
Interest and Finance Charges (Note 4) . 24,623
DECREASE IN NET ASSETS | (315,799)
NET ASSETS (DEFICIT) -
Beginning of Year _ | 279,941
End of year ' $ (35,858)

The accompanying notes are an integral part of the financial statements.
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SPECIAL SERVICE AREA NUMBER 39
Statement of Cash Flows
For the Year Ended December 31, 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in net assets $
Adjustments to reconcile change in net assets

to net cash used in operating activities -
(Increase) decrease in:
Real estate taxes receivable
Due from affiliate
Increase (decrease) ini:
Accounts payable

(315,799)

106,084
29,144

(14,564)

Net Cash Used in Operating Activities

(195,135)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on line of credit

4,312)

Net Cash Used in Financing Activities

(4,312)

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of year

(199,447)

316,598

End of year $

117,151

The accompanying notes are an integral part of the financial statements.
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SPECIAL SERVICE AREA NUMBER 39
Notes to Financial Statements

December 31, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization - On November 14, 2006 the City Council of the City of Chicago passed on
ordinance authorizing the re-establishment of Special Service Area ("SSA") Number 39. The City
authorizes a Special Service Area Commission (the Commissioners) to preside over SSA approved annual
activities. The annual activities are funded with a tax levy upon taxable properties within a designated area
of the Archer/Brighton Park Retail District.

The service programs include but not limited to maintenance and beautification, new construction,
coordinated marketing and promotional activities, parking and transit programs, area strategic planning,
business retention and recruitments, building facade improvements, security services and other technical
assistance activities to promote community and economic development.

The tax levy is in addition to all other property taxes. Tax levied are billed, collected, and remitted by the
City to the Special Service Area. Any unused tax levy for approved activities can be used by the Special
Service Area in the succeeding year with City Approval.

Financial Statement Presentation -The City of Chicago requires a schedule of activities and a summary
schedule of findings. The statement of activities is required to reflect budget, actual and variance
amounts . The schedules are presented as additional information in the financial statements.

Basis of Presentation - Financial statement presentation follows the requirements under FASB ASC 958
(formerly SFAS No. 117, Financial Statements of Not-for-Profit Organizations). Under FASB ASC 958 ,
the Organization is required to report information regarding its financial position and activities according
to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets. At December 31, 2013, the Organization had no permanently restricted net assets.

Use of Accounting Estimates - The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates. :




SPECIAL SERVICE AREA NUMBER 39
Notes to Financial Statements

December 31, 2013

" NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Cash and Cash Equivalents - For purposes of the Statement of Cash Flow, the Organization considers all
highly liquid investments with an initial maturity of three months or less to be cash equivalents. '

Date of Management's Review - Management has evaluated subsequent events through April 29, 2014,
the date on which the financial statements were available to be issued.

Donated Services - No amounts have been reflected in the financial statements for donated services. The
Organization pays for most services requiring specific expertise. However, many individuals volunteer
their time and perform a variety of tasks that assist the Organization with specific assistance programs and
various committee assignments.

Income Tax Status - The Organization is exempt from federal income tax under Section 501 (c) (3) of the
Internal Revenue Code.

Tax Levies / Revenue Recognition - Property taxes are levied pursuant to law in September and an
enforceable legal claim attaches to the properties. The taxes are payable in two installments in the
following year. The first installment is an estimate based on prior year's tax and is due in March. The
second installment, adjusted to reflect any increase or decrease from the previous year, is due
approximately in August. Cook County bills and collects all property taxes and remits them to the City of
Chicago, which remits them to the Organization. On December 31, an estimated receivable and deferred
revenue amount is recognized as an estimate of the actual amounts to be received in the subsequent year.

Revenue from property taxes levied is recognized in the statement of activities in the year that it
becomes available.

Annually, an estimate for doubtful receivables based on uncollected taxes from prior years is
determined. Management determines the allowance based on historical experience. Accounts receivable
are written off when deemed uncollectible (generally, after two years).

'NOTE 2 - CONCENTRATIONS

The Organization maintains its cash balances at a high credit quality financial institution. Balances at
times may exceed federally insured credit limits.

The Special Service Area receives 100% of its operating support from revenues collected from taxes
levied or imposed upon property within the area.



SPECIAL SERVICE AREA NUMBER 39
Notes to Financial Statements

December 31, 2013

NOTE 3 - RELATED PARTY TRANSACTIONS

The Organization is an affiliate of the Back of the Yards Business Association, Special Service Area
Numbers 13, 10, 7 and Back of the Yards Neighborhood Council. The Organization contracts with the
Back of the Yards Neighborhood Council as sole service provider in order to administer and provide
direct services on behalf of the Organization, which has no employees.

“ The transactions and balances due (to) from each of the affiliates are summarized below.

Neighborhood
. Council SSA#7 SSA#10 ~ Total
Balance due (to) from ,
at December 31, 2012 $ 293284 $§ 15000 § (55,000) $ 238,284
Allocated expenses (591,873) - -  (591,873)
Payments - Line of Credit (29,144) _ (29,144)
Cash disbursements
to affiliates 591,873 - - 591,873
- Balance due (to) from

at December 31, 2013 $ 264,140 $ 15,000 $ (55,0000 $ 209,140

NOTE 4 - NOTE PAYABLE

The Organization has available a line of credit with a local bank. The unpaid principal balance under
the loan is secured by future tax revenue and bears interest at 8.25% at year end. Interest payments are
due monthly. At December 31, 2013, the balance was $292,457.

Principal and interest were paid by the Back of the Yards Neighborhood Council on the line of credit
totaling $29,144, of which $24,623 was interest expense.



CARY J. HALL
& ASSOCIATES, LLC
Certified Public Accountants and Consultants

To the Board of Directors - Commissioners of
Special Service Area Number 39

INDEPENDENT AUDITOR'S REPORT ON ADDITIONAL INFORMATION

We have audited the financial statements of SERVICE AREA NUMBER 39 as of and for the year
ended December 31, 2013, and have issued our report thereon dated April 29, 2014 which contained an
unqualified opinion on those financial statements. Our audit was performed for the purpose of forming an
opinion on the financial statements as a whole. The schedule of actual revenues and expenses to budget
and summary schedule of findings is presented for the purposes of additional analysis and is not a
required part of the 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
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the 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 financial statements as a whole.

4”7//4/”’% E Aadowates . ZZC

April 29,2014
Chicago, Illinois
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ADDITIONAL INFORMATION
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SPECIAL SERVICE AREA NUMBER 39
Summary Schedule of Findings
For the Year Ended December 31, 2013

We have read the requirements of the Service Provider Agreement between Special Service Area # 39,
Contractor, and the City of Chicago. Based on our understanding of the agreement and the facts

surrounding the performance under the agreement, we noted no exceptions.

Certain items of emphasis are provided:

The total revenues used during the year ended December 31, 2013, were made available from the

budgeted sources in amounts specified in the budget.

Special Service Area 39 commissioners have acknowledged that the line of credit entered into was
prior to this commission’s seating and was entered into without their knowledge, authority and

approval.

The tax levies should not have been used as collateral, and the commissioners are aware that the Back
of the Yards Neighborhood Council management is working to resolve this situation by the end of
2014. The Back of the Yards Neighborhood Council has submitted a plan to Park Federal (the lender)
to restructure this debt, without any liability or use of Special Service Area #39 tax levies as collateral
for the Back of the Yards Neighborhood line of credit.

See independent auditor's report on additional information.
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