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INDEPENDENT AUDITORS' REPORT

Board of Directors of Far South CDC - Contractor
Commissioners of Special Service Area #45
Chicago, lllincis

We have audited the accompanying financial statements of Special Service Area # 45 (a taxing district authorized by
the City of Chicago), which comprise the statements of net position and governmental funds balance sheets as of
December 31, 2018 and 2017, and the related statements of activiies and governmental funds, revenues,
expenditures and changes in fund balance, and revenues and expenditures-budget and actual for the years then
ended, and the related notes to the financial statemenis.

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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with auditing slandards 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 of
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 statemenits,

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 respeclive financial
position of Special Service Area # 45 as of December 31, 2018 and 2017, and the respective changes in financial
position and budgetary comparison for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Members of the A.lLC.P.A.and lllinais CPA Sccicty




Correction of Error

As discussed in Note 8 to the financial statements, management had to make certain adjustments to convert from
GAAP basis financial statements to the accrual basis of governmental activities and modified cash basis in the
Statement of Net Position. Due to these adjustments the financial statements has Not been restated and are
adjustments made to current year's fund balance/net position. Our opinion is not modified with respect to that matter.

Other Matters

Required Supplementary Information

Management has omitted the management’ discussion and analysis that accounting principles generaily accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information although is not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Cur opinion on the basic financial
statements is not affected by this missing information.

“Noglsnd ArnstdiBchonen Uoiio E&cbs (0

RAGLAND, ARNOLD, BUCHANAN, MORRIS & ASSOCIATES, LLC
Certified Public Accountants

Mokena, lllinois
Aprit 30, 2019
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SPECIAL SERVICE AREA NUMBER 45
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2018 AND 2017

ORGANIZATION

Far South CDC, (a contractor for) Special Service Area #45 is a not-for-profit lllinois corporation exempt from
income tax under Section 501(c) (3) of the U. S. Internal Revenue Code. The Organization which is located within
the boundaries of the City of Chicago serves as coordinator and executor of comprehensive plans designed to
improve the community business district outlined for the SSA through programs which improve the economic
development, aesthetics, marketing and special events for the business district.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

1.

REPORTING ENTITY

Special Service Area 45 (SSA # 45) provides services on behalf of the City of Chicago (City) within a
specified geographic area. These services include promotional and advertising, maintenance of the public
way, safety, and other functions. The SSA is exempt from federal income tax under Section 501(c)(3) of
the internal revenue code.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The financial statements of SSA #45 have been prepared in conformity with accounting principles generally
accepted in the United States of America as applied to governmental units, hereinafter referred to as GAAP
(generally accepted accounting principles). The accepted standard-setting body for establishing
governmental accounting and financial reporting principles is GASB (the Governmental Accounting
Standards Board).

Government-Wide financial statements (statement of net position and statement of activities) are prepared
using the economic resources measurement focus and the accrual basis of accounting for all of the SSA's
activities. The Fund Financial Statements, which focus on the SSA’s governmental funds current financial
resources measurement focus, are prepared on the modified accrual basis.

The SSA accounts for its activities in one fund, its general fund.
MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are reported using the accrual basis of accounting. Revenues
are recorded when earned and expenses are recorded when a liability is incurred regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year in which they are levied.

The governmental fund financial statements are prepared on the modified accrual basis of accounting with
only current assets and liabilities are included on the balance sheet. Under the madified accrual basis of
accounting, revenues are recorded when susceptible to accrual, i.e., both measurable and available to
finance expenditures of the current period. Available means collected within the current period or soon
enough thereafter to be used to pay liabilities of the current period. Property taxes are susceptible to
accrual and recognized as a receivable in the year levied. Revenue recognition is deferred unless the taxes
are received within 60 days subsequent to year-end. Expenditures are recorded when the liability is
incurred.

The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the

9



financial statements and the reported amounts of revenues and expenditures/expenses during the reporting
period. Accordingly, actual results could differ from those estimates.

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 the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Comparative Financial Statements

Comparative financia! statements were presented in full. Prior year amounts were taken from the 2017
audit report, issued in Governmental funds financial statement format at April 30, 2018, with an unmodified
opinion.

ASSETS, LIABILTIES, AND INVESTMENTS
A. CASH, CASH EQUIVALENTS, AND INVESTMENTS

The SSA's cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.
The City of Chicago requires Far South CDC to hold SSA 45 money in a separate account and cannot
be comingled with Far South CDC's other operations. The Organization has no investments as of
December 31, 2018 and 2017.

B. RECEIVABLES

All property tax receivables are shown net of allowances. For the years ended, December 31, 2018
and 2017, the allowance is estimated to be 1.1% of the outstanding property taxes. The allowance for
uncollectible property taxes were $10,027 and $7,883, respectively. Property taxes receivable and
deferred revenue are the same amount, as they are future cash receipts that will be collected in the
subsequent year.

2018 2017
Property Taxes Receivable $ 911,535 $ 716,651
Less: Allowance for Uncollectible Taxes (10,027) (7.883)
Equals Net Property Taxes Receivables $_0901,508 $_708,768

C. PREPAID ITEMS

The SSA had no prepaid items as of December 31, 2018 and 2017, respectively.

D. FUND EQUITY/NET POSITION

Governmental fund equity is classified as fund balance. Fund balance is further classified as non-
spendable, restricted, committed, assigned, or unassigned. Non-spendable fund balance cannot be
spent because of its form. Restricted fund balance has limitations imposed by enabling legislation or
an outside party. Committed fund balance is a limitation imposed by the SSA board through approval
of resolutions. Assigned fund balances is a limitation imposed by a designee of the SSA board.
Unassigned fund balance is the net resources in excess of what can be properly classified in one of
the above four (4) categories.

10



When both restricted and unrestricted fund balances are available for use, it is the SSA's policy to use
restricted fund balance first, then unresiricted fund balance. Furthermore, committed fund balance is
reduced first, followed by assigned amounts, and then unassigned amounts when expenditures are
incurred for purposes for which amounts in any of those unrestricted fund balance classifications can
be used.

For the government-wide financial statements, net position is reported as invested in capital assets
net of related debt, restricted or unrestricted. Invested in capital assets, net of related debt, if
applicable, is comprised of the net capital asset balance less any related debt. Restricted net position
is when restrictions are placed on net asset from 1) externally imposed by creditors, grantors,
contributors, or laws or regulations of other governments, or 2) imposed by law through constitutional
provisions or enabling legislation. The remaining net position is classified as unrestricted.

CONCENTRATION OF CREDIT RISK

The Organization maintains its cash in a bank deposit account at Harris Bank, which at times, may exceed
the FDIC federally insured limits. The SSA has not experienced any losses in such accounts. The
Organization believes that the SSA is not exposed to any significant credit risk in cash. As of December 31,
2018 and 2017, cash in bank did not exceed the $250,000 ceiling for FDIC insurance, respectively.

PROPERTY TAXES

Property taxes become an enforceable lien on real property on January 1% of the year it is levied. Taxes
are payable in {2) two installments in the subsequent year. The first installment is an estimate based on
the prior year billed levy (55%) and is due in March. The second installment is due August 1. or 30 days
from the mailing of the tax bills if issued later than July 12, The second installment is based on the
remaining amount of the levy on file with the County. Bills are issued and collected by Cook County who
remits the SSA’s share to the City, who then remits the monies to the SSA.

RELATED PARTY TRANSACTIONS

The SSA is affiliated with Far South CDC, which is the service provider for the SSA and pays certain
expenses on behalf of the SSA, such as personnel costs, rent and utilities, equipment lease, and line of
credit loan and bills the SSA for its portion of the expenses. As of December 31, 2018 and 2017 $105,010
and $0 was payable for services provided. The balance resulted from the time lag that 1) goods and
services are being provided or reimbursable expenditures occur, 2) transactions are recorded in the
accounting system and 3) payments are being made.

PRIOR PERIOD ADJUSTMENTS

Conversion entries from the not for profit accrual basis to accrual basis of governmental activities in the
Fund Balance were made for the years ended December 31, 2018 and 2017 of ($85,169) and ($33,967),
respectively. The same conversion entries from the accrual basis of governmental activities to the
modified cash basis resulted in adjustments to Net Position for the years ended December 31, 2018 and
2017 of ($161,222) and ($358,017), respectively. These were conversion entries that were made to back
out certain expenses and other accruals that were a part of the Far South CDC's financial reporting. These
adjustments were not related to prior periods, and therefore the financial statements for 2017 were not
restated.

"



10.

11.

DATE OF MANAGEMENT'S REVIEW

Management has evaluated subsequent events through April 30, 2019, the date which the financial
statements were originally available to be issued.

RETIREMENT PLAN

Far South CDC has a 403(b) retirement plan, which employees can elect to make salary deferrals into a
ROTH or a traditional tax deferred plan, which is available to all employees who have attained certain
service requirements. Contributions made to the plan are entrusted to an investment company which
provides investment consultation and administration. Contributions made to the plan, including employee
and employer contributions, employer contributions are limited to 5% of compensation and are subject to
discrimination requirements. The employer contributions for the calendar years ended December 31, 2018
and 2017 were $0 and $0 respectively. The Organization did not make any matching contributions for
years ended December 31, 2018 and 2017 respectively.

ADVERTISING & PROMOTIONS
Far South CDC expenses all the advertising and promotions costs in the year it was incurred. For the

years ended, December 31, 2018 and 2017 the total marketing and promotions expense (Customer
Attraction) was $9,900 and $21,571, respectively.

NOTE B - COMMITMENTS AND CONTINGENCIES

1.

LEASE COMMITMENT

Far South CDC entered into a lease agreement with Halsted Renaissance Properties, Inc. on June 1, 2011
to lease approximately 1,000 square feet of commercial space located at 9929 S. Halsted Street, Chicago,
linois. Far South CDC leases the office space for $1,600 per month during the first year with rental
adjustment occurring each year thereafter. The lease term is for a three (3) year period beginning June 1,
2011 and ending May 31, 2014. For the term June 1, 2012 to May 31, 2013, the lease was increased by
$200 per month for a revised monthly rent of $1,800. For the term June 1, 2013 to May 31, 2014, the lease
was increased by $200 per month for a revised monthly rent of $2,000. For the seven {7) months from June
1, 2014 through December 31, 2014, Halsted Renaissance Properties, Inc. granted a month-to-month
lease for $2,200 a month. In March 2015, the Realty & Mortgage Co. bought the building and became the
Leaser. No lease was signed and Far South CDC rents the same space on a month to month lease for
$2,000 a month. No Future minimum lease payments are expected. On July 27, 2016, the Organization
finally signed a three year lease with the new owners, Halsted Plaza, LLC, with a right to renew for two (2)
additional five (5) year terms. The lease commences on August 1, 2016 for year one of $2,083 per month,
or $25,000 per year, with a small pro-rata increase of 2% of the accumulated rent, every year. The lease
with Halsted Plaza does not require a security deposit, and is unknown if the Organization is going to stay
there after the initial three (3) year term.

Lease expenses for SSA # 45 was 40.5% of total rents paid, or $13,554 for the year ended December 31,
2018. And for 2017 was 24.2% of total rents paid, or $8,000.

Future Minimum Lease Payments:

2019 § 15172
Total Future Minimum Lease Payment $_ 15172
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2. NOTES PAYABLE-HARRIS BANK LOAN

Far South COC has a $175,000 Line of Credit with Harris Bank. ltis a revolving line of credit at an interest
rate of 5.5% for the year ended December 31, 2018. It is guaranteed by the Executive Director of Far
South and with all of Far South CDC's assets as collateral. It is to be used in conjunction with SSA # 45
and SSA #48. The Line of Credit from Harris Bank had a balance for the year ended, December 31,
2018 of $139,316. In November 2017 the Line of Credit with Harris Bank was converted to a promissory
note, with a five year installment ptan. This note has a maturity date of January 30, 2023 with a monthly
payment of $1,993 with 8.756% APR interest rate.

At January 30, 2023, the Principal of $97,571.49 is due as a balloon payment and most likely will be
refinanced under new terms. The future minimum payments are as follows:

Future Minimum Payments:

2019 11,170
2020 12,166
2021 13,326
2022 and subsequent years 112,129

Total Future Minimum Payments $ 148,791

3. EQUIPMENT LEASE PAYABLE
In July 20186, Far South CDC entered into a leaseffinancing agreement with Lenovo Financial Services to

purchase new computers for the staff. It is a 36 month lease at 4.7% APR, payable in monthly installments
of $383.28, and is collateralized by the equipment purchased. The lease does offer a $1 buyout option.

Future Minimum Lease Payments:

2019 —2.300
Total Future Minimum Lease Payment $ 2300

NOTE C - TIF FUNDS ALLOCATION

For the last four (4) years, SSA 45 funds have been levied by multiple Tax Increment Funds (TIFs) by about 32%
to 25% off the top of 2018 and 2017 Property Tax Levies. This means that even though the levy and budget say
that they should have received for the years ended December 31, 2018 and 2017, $692,630 and $743,438,
respectively. The SSA will only receive 68% to 75%, or $467,580 and $479,739 for the years ended December 31,

2018 and 2017, respectively.
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SUPPLEMENTAL INFORMATION
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SPECIAL SERVICE AREA NUMBER 45
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

YEAR ENDED DECEMBER 31, 2018

Far South CDC/Special Service Area # 45 noted that certain expenditures for the year ended December 31,
2017 in which actual expenses exceeded budgeted amounts. Finding repeated see page 14.
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SPECIAL SERVICE AREA NUMBER 45
SCHEDULE OF CURRENT YEAR AUDIT FINDINGS

YEAR ENDED DECEMBER 31, 2018

We (RABM & Associates, LLC) noted certain expenditures for which actual expenses exceeded original budgeted
amounts for the following expense line items:

fnterest Income

4.01-Economic/Business Development-Site Marketing
4.06-Economic/Business Development-Impact/Market/Brand Study
6.03-SSA Management & Administration Costs-Bookkeeping/Accounting Fees
6.04-SSA Management & Administration Costs-Office Rent

6.06-SSA Management & Administration Costs-Office Supplies

6.12.1-SSA Management & Administration Costs-Loan Interest Expense
6.17-SSA Management & Administration Costs-Liability & Property Insurance
SSA Management & Administration Costs-Dues & Subscriptions

10. 7.01-Personnel Expenses-Executive Director

11.  7.02-Personnel Expenses-Director of Operations

12.  7.03-Personnel Expenses-Director of Marketing

13. 7.11-Personnel Expenses-Taxes & Fringe Benefits

CONONRAWN

But, auditors did note that the overall total actual expenses did not exceed total budgeted expenses for the year
ended December 31, 2018.

We (RABM & Associates, LLC) could not obtain the approved budget amendments for the year ended December
31, 2018.
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FARSOUTH

Community Development Corporation

Corrective Action Plan for Far South CDC/SPECIAL SERVICE AREA NUMBER 45
For the Year Ended December 31, 2018

Finding 2018-1:
Condition

White dropping the numbers into the Statements of Revenue and Expenses-Budget vs. Actual, we (RABM) noted
certain expenditures for which actual expenses exceeded budgeted amounts for the following expense line items:

Interest Income

4.01-Economic/Business Development-Site Marketing
4.06-Economic/Business Development-Impact/Market/Brand Study
6.03-SSA Management & Administration Costs-Bookkeeping/Accounting Fees
6.04-SSA Management & Administration Costs-Office Rent

6.06-SSA Management & Administration Costs-Office Supplies

6.12.1-S5A Management & Adminisiration Costs-Loan Inlerest Expense
6.17-S5A Management & Administration Costs-Liability & Property Insurance
SSA Management & Administration Costs-Dues & Subscriptions
7.01-Personnel Expenses-Executive Director

7.02-Personnel Expenses-Director of Operations

7.03-Personnel Expenses-Director of Marketing

7.11-Personnel Expenses-Taxes & Fringe Benefits

== 2 2 DN R WN -

Cause

The Contractor, Far South CDC failed to properly monilor and allocate expenses in accordance with the City of
Chicago Department of Housing and Economic Development Special Service Area Guidelines or obtain budget
modifications to include the allocation of expenses for the above mentioned line items.

Response

The Contractor, Far South CDC will continue to wark with their outside accountant and auditor to direct the proper
allocation and grouping of expenses going forward to ensure that actuat line item expenditures will not exceed
budgeted line items per the Special Service Area Audit Guidelines.

9923 § Halsted Street, Suite D | Chicago, IL 60628 | O: (773) 941-4833 | F: (773) 941-5252 | E:
info@farsouthcdc.org | www.farsouthcde.org | www partnersportal.org
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Finding 2018-2:
Condition
While dropping the numbers into the Statements of Revenue and Expenses-Budget vs. Actual, we (RABM) noted

that there were significant changes in spending that denoted budget modifications were made. Auditors were
unable to obtain these approved budget modifications.

Cause

The Contractor, Far South CDC failed to obtain and send the budget modifications to the office and to the auditor
in accordance with the City of Chicago Department of Housing and Economic Development Special Service Area
Guidelines.

Response

The Contractor, Far South CDC will continue to work with their outside accountant, auditor, and office to obtain the
approved budget modifications.

Contact Person: Abraham D. Lacy, Executive Director

Email: lacy@farsouthcde.org
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.. RAGLAND,ARNOLD, BUCHANAN,
E MORRIS & ASSOCIATES, LLC
Certified Public Accountants and Management Consultants

9457 Enterprise Drive | Mokena, lllinois 60448 | 708-333-0634 | FAX 708-333-6680

INDEPENDENT AUDITORS' REPORT ON THE
ADDITIONAL PROCEDURES PERFORMED BY THE AUDITOR WITH REGARDS TO THE SPECIAL
SERVICE AREA ANNUAL AUDITED FINANCIAL STATEMENT GUIDELINES

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. As
part of our audit and request by the Special Service Area Annual Audited Financial Statement Guidelines prepared
by the City of Chicago Department of Housing and Economic Development dated June 2013, we have read the
requirements contained in the Agreement for Special Service Area # 45 between the City of Chicago and Far
South CDC.

We also reviewed and confirmed that Per Article 5.03, the Contractor established and maintained a separate bank
account in Chicago, Minois and that all service tax funds were automatically deposited into this bank account.

Based on our understanding of the agreement and the facts surrounding the performance under the agreement,
we noted no significant findings. Many of the contractual items that were included in the agreement dealt with non-
accounting and non-financial matters of which we had no knowledge.

W,Amm&am(umfmwm,ut

RAGLAND, ARNOLD, BUCHANAN, MORRIS & ASSOCIATES, LLC
Certified Public Accountants

Mokena, illinois
April 30, 2019

Members of tha A.LC.F.A. and lflinois CPA Society



