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D&A

Desmond &Ahern, Ltd.

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

Independent Auditor’s Report

To the Board of Directors
Cornerstone Community Outreach
Chicago, IL

Opinion

We have audited the accompanying financial statements of Cornerstone Community Outreach (a
nonprofit organization), which comprise the statement of financial position as of December 31,
2023, and the related statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the financial statements.

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Cornerstone Community Outreach as of December 31, 2023, and the changes in its net assets and
its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

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. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Cornerstone Community
Outreach and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Substantial Doubt about the Company’s Ability to Continue as a Going Concern

The accompanying financial statements have been prepared assuming that the Organization will
continue as a going concern. As discussed in Note 8 to the financial statements, the Organization
faces cash flow concerns due to rising costs of wages due to increases in minimum wage base not
matched by current funding. Management’s evaluation of the events and conditions and
management’s plans regarding those matters are also described in Note 8. The financial statements
do not include any adjustments that might result from the outcome of this uncertainty. Our opinion is
not modified with respect to that matter.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Cornerstone Community
Outreach’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood
that, individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the financial statements. In performing an audit in accordance with generally accepted auditing
standards and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Cornerstone Community Outreach’s internal control.
Accordingly, no such opinion is expressed.

e [Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Cornerstone Community Outreach’s ability to continue as a
going concern for a reasonable period of time.



We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenses by program and schedule of expenditures of federal awards, as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional
analysis and is not a required part of the financial statements.

Supplementary Information (cont.)

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 schedule of expenditures of federal awards is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 19,
2024 on our consideration of the Cornerstone Community Outreach’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is solely 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 effectiveness of the Cornerstone Community Outreach’s internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Cornerstone Community Outreach’s
internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited Cornerstone Community Outreach’s December 31, 2022 financial
statements, and we expressed an unmodified audit opinion on those audited financial statements in our
report dated June 27, 2023. In our opinion, the summarized comparative information presented herein as
of and for the year ended December 31, 2022, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Qormncd ¢ e, A

September 19, 2024
Chicago, IL



CORNERSTONE COMMUNITY OUTREACH

STATEMENT OF FINANCIAL POSITION
As of December 31, 2023 (with comparative totals for 2022)

Assets
Current Assets
Cash and cash equivalents

Restricted cash - mortgage reserve, current

Government grants receivable
Contributions receivable
Other receivables

Security deposits

Total current assets

Property and Equipment
Land
Buildings and improvements
Construction in progress
Furniture and equipment
Vehicles

Total property and equipment

Less accumulated depreciation

Net property and equipment
Other Assets

Restricted cash - mortgage reserve, long-term

Security deposits - other
Total Assets

Liabilities and Net Assets
Current Liabilities
Current maturities of long-term debt
Accounts payable
Accrued payroll and related expenses
Related party loan
Refundable advances
Total current liabilities

Long-Term Debt
Long-term debt, net of current portion

Total liabilities

Net Assets
Without donor restrictions
With donor restrictions
Total net assets
Total Liabilities and Net Assets

See independent auditor's report and notes to financial statements.

4-

2023 2022
$ 246,791 $ 241,278
64,249 61,427
620,352 382,362
1,000 10,300
207,498 1,246,475
253 253
1,140,143 1,942,095
232,947 232,947
3,873,450 3,855,600
652,195 652,195
623,856 604,863
53,415 53,415
5,435,863 5,399,020
(3,660,892) (3,505,942)
1,774,971 1,893,078
54,022 54371
50,000 22,104

$ 3,019,136 $ 3,911,648
$ 64,249 $ 61,427
85,391 35,461

_ 1,487
200,000 270,000
26,237 26,237
375,877 394,612
2,410,664 2,503,960
2,786,541 2,898,572
215,654 996,135
16,941 16,941
232,595 1,013,076

$ 3,019,136 $ 3,911,648




CORNERSTONE COMMUNITY OUTREACH
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2023 (with summarized comparative totals for 2022)

Without Donor  With Donor 2023 2022
Restrictions Restrictions Total Total
Public Support and Revenue
Chicago Department of
Family and Support Services $ 2337813 $ - $ 2,337,813 $§ 2,394,587
Housing 51,783 - 51,783 -
Illinois State Board of Education 317,567 - 317,567 400,455
[llinois Department of Human Services 139,893 - 139,893 15,000
United Way of Metro Chicago 39,428 - 39,428 601,149
Government grants - employee retention credit 309,390 - 309,390 945,900
Contributions 566,939 - 566,939 432,843
Donated food 302,954 - 302,954 298,059
Interest income 2,473 - 2,473 654
Miscellaneous 21,865 - 21,865 27,022
Total public support and revenue 4,090,105 - 4,090,105 5,115,669
Expenses
Program Services
Hannah Interim Housing 998,188 - 998,188 914,777
Naomi Interim Housing 1,840,391 - 1,840,391 1,867,259
Sylvia Interim Housing 1,607,642 - 1,607,642 1,406,736
Other 90,756 - 90,756 49,164
Total program services 4,536,977 - 4,536,977 4,237,936
Management and general 313,785 - 313,785 256,520
Fundraising 19,824 - 19,824 84,882
Total expenses 4,870,586 - 4,870,586 4,579,338
Change in net assets (780,481) - (780,481) 536,331
Net assets, beginning of year 996,135 16,941 1,013,076 476,745
Net assets end of year $§ 215654 % 16,941 $ 232,595 $ 1,013,076

See independent auditor's report and notes to financial statements.
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CORNERSTONE COMMUNITY OUTREACH
STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2023 (with summarized comparative totals for 2022)

Functional Expenses
Salaries and wages

Fringe benefits and related taxes

Professional fees
Food and beverage
Client assistance

Supplies and small equipment purchases

Travel

Conferences and education
Postage and shipping
Printing and publications
Dues and subscriptions
Telephone

Occupancy

Repairs and maintenance
Insurance

Interest

Bank fees, fines and penalties
Miscellaneous
Depreciation

Total Expenses

Program Management 2023 2022
Services and General Fundraising Total Total
$2,567,257 § 142,886 § 3,553 $2,713,696  §$2,581,983
648,562 52,724 581 701,867 650,806
80,562 14,684 3,760 99,006 49,429
323,588 26 - 323,614 317,678
115,693 39 - 115,732 95,954
119,467 4,094 16 123,577 156,235
15,035 5,717 - 20,752 17,553
79 833 - 912 572
654 3,303 - 3,957 688
- - 10,978 10,978 7,332
- 9,383 849 10,232 9,674
22,094 1,060 - 23,154 21,020
158,112 696 - 158,808 140,811
93,558 23,454 - 117,012 95,380
138,260 1,109 - 139,369 130,687
94,417 3,331 69 97,817 100,610
- 35,048 - 35,048 31,672
6,754 13,849 18 20,621 17,148
152,885 1,549 - 154,434 154,106
$4,536,977 § 313,785 § 19,824  $4,870,586  $4,579,338

See independent auditor's report and notes to financial statements.
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CORNERSTONE COMMUNITY OUTREACH
STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2023 (with comparative totals for 2022)

Cash Flows from Operating Activities

Change in net assets

Adjustments to reconcile change in net assets to net
cash used by operating activities:
Depreciation

(Increase) decrease in assets
Government grants receivable
Contributions and other receivable
Security desposits

Increase (decrease) in liabilities
Accounts payable
Accrued payroll and related expenses

Net cash provided by (used in) operating activities

Cash Flows from Investing Activities
Purchase of property and equipment

Net cash used in investing activities

Cash Flows from Financing Activities
Payments on debt

Proceeds from related party loan
Forgiveness of related party loan

Net cash (used in) provided by financing activities

Net increase (decrease) in cash
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Cash and Cash Equivalents
Cash and cash equivalents
Restricted cash - mortgage reserve, current
Restricted cash - mortgage reserve, long-term

Supplemental Cash Flow Information
Cash paid for interest

Cash paid for taxes

2023 2022
$  (780,481) $ 536331
154,434 154,106
(237,990) 60,766
1,048,277 (1,218,207)
(27,896) -
49,930 (2,234)
(1,487) (3,878)
204,787 (473,116)
(36,327) (16,333)
(36,327) (16,333)
(90,474) (83,214)
- 270,000
(70,000) -
(160,474) 186,786
7,986 (302,663)
357,076 659,739
$ 365,062 $ 357,076
$ 246,791 $ 241,278
64,249 61,427
54,022 54371
$ 365,062 $ 357,076
$ 97817 $ 100,610
$ - $ -

See independent auditor's report and notes to financial statements.
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CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 1 — Nature of Operations

Organization
Cornerstone Community Outreach (the “Organization”) is a not-for-profit Illinois corporation

exempt from income tax under Section 501(c)(3) of the U.S. Internal Revenue Code. The
Organization is not considered to be a private foundation. The Organization was formed in 1990 to
operate a charitable community development program that improves the quality of life for
disadvantaged, displaced, and under-privileged people in the Uptown neighborhood of Chicago.

Cornerstone Community Outreach operates programs designed to meet the diverse needs of
individuals and families at different stages of their journey towards permanent housing. These
include:

Interim Housing for Families and Single Adults

Cornerstone’s shelters provide temporary housing along with essential wrap-around support to help
each person achieve independence and find a home. In addition to temporary housing, the wrap-
around services include nutritious meals, clothing, group and individual counseling, personalized
case management, on-site medical and behavioral healthcare, life-skills training, substance abuse
counseling, financial literacy, job assessment, job readiness, employment referrals, computer
training, housing relocation assistance, after-school programs for children, and more as needs arise.
Each family or individual can call Cornerstone home 24/7 until they move.

These programs operate year-round and include:

e Hannah Interim Housing: Serves up to 55 individuals (approximately 13 families),
including women with children and couples with children. As the longest-running program
(over 35 years), it has helped hundreds of families transition from homelessness to stable
housing. This facility is ADA-compliant.

e Naomi Interim Housing: Accommodates up to 72 single adults, offering individualized
casework services along with the supportive services mentioned above.

e Sylvia Interim Housing: Provides housing for up to 130 people (approximately 30 families),
including women with children, men with children, and couples with children. Operating
since 2001, this program offers essential support to homeless families.

Other Programs

e The Food Pantry offers free nutritious groceries to approximately 100 individuals and
families, helping to alleviate hunger and support community well-being.

e The Free Store provides individuals with household items and clothing at no cost. The items
are sourced from various contributors, with the majority coming from generous donations
made by individuals in the community.



CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 2 — Summary of Significant Accounting Policies

Income Tax Status

Cornerstone Community Outreach maintains an exemption from federal income taxes with the
Internal Revenue Service pursuant to the provisions of Internal Revenue Code Section 501(c)(3).
The Organization qualifies for the charitable contribution deduction under Section 170(b)(1)(A)(vi)
and has been classified as an organization that is not a private foundation under Section 509(a)(1).
The tax-exempt purpose of the Organization and the nature in which it operates is described above.
The Organization continues to operate in compliance with its tax-exempt purpose.

The Organization’s annual information and income tax returns filed with the federal and state
governments are subject to examination by the IRS, generally for three years after they have been
filed.

The Organization has adopted the requirements for accounting for uncertain tax positions and
management has determined that the Organization was not required to record a liability related to
uncertain tax positions as of December 31, 2023.

Basis of Accounting

The accounts and financial statements are maintained on the accrual basis of accounting and
accordingly, reflect all significant accounts receivable, payable, and other liabilities in accordance
with the accounting principles generally accepted in the United State of America (“GAAP”).

Basis of Presentation

The Organization is required to report information regarding its financial position and activities
based on the existence or absence of donor-imposed restrictions, as required by Generally Accepted
Accounting Principles. Accordingly, net assets and changes therein are classified and reported as
follows:

Without Donor Restrictions — Net assets available for use in general operations and not subject to
donor (or certain grantor) restrictions. Items that affect this net asset category principally consist
of gifts without restrictions, including those designated by the Board, fees for service and related
expenses associated with the core activities of the Organization.

With Donor Restrictions — Net assets subject to donor-imposed restrictions that will be met either
by actions of the Organization or the passage of time. Items that affect this net asset category are
gifts for which donor-imposed restrictions have not been met, endowment gifts, pledges, and
investment returns on endowment funds. Expirations of restrictions on net assets with donor
restrictions, including reclassification of restricted gifts and grants for buildings and equipment
when the associated long-lived asset is placed in service, are reported as net assets released from
restrictions.




CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 2 — Summary of Significant Accounting Policies (cont.)

Use of Estimates

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 disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of the revenues, expenses, gains, losses and
other changes in net assets during the reporting period. Actual results could differ from those
estimates.

Cash and Cash Equivalents

Cash consists of bank deposits in federally insured accounts. At times, such balances may be in
excess of the Federal Deposit Insurance Corporation (“FDIC”) insurance limit. For purposes of the
statement of cash flows, the Organization considers all highly liquid investments and debt
instruments, if any, purchased with an original maturity of three months or less to be cash
equivalents.

Restricted Cash
Restricted cash represents escrow accounts held by National Covenant Properties pursuant to terms
of the mortgage payable (see Note 4 — Long Term Debt).

Contributions, Government Grants, and Other Receivables

Contributions, government grants, and other receivables consist of both unconditional promises to
give by donors and amounts due from governmental agencies for services. Unconditional promises
to give are recorded in the year the promises are made, either unrestricted, or restricted for the
subsequent period. Amounts due from governmental agencies are not recognized until they become
unconditional, that is, when the conditions on which they depend are substantially met.
Contributions and other receivables are carried net an allowance for credit losses. The Organization
records an allowance for credit losses based on specifically identified amounts that are not certain to
be collected. Management has deemed no allowance for credit losses to be necessary as of December
31, 2023.

Contributions receivable that are expected to be collected within one year are recorded at net
realizable value.

Unconditional promises to give that are expected to be collected in future years are recorded at the
present value of their estimated future cash flows. Amortization of the discounts on long-term
receivables is included in contribution revenue. No discount on long term receivables was necessary
as of December 31, 2023.

-10-



CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 2 — Summary of Significant Accounting Policies (cont.)

Property and Equipment
Expenditures for property and equipment and items, which substantially increase the useful lives of
existing assets, are capitalized at cost. The Organization capitalizes assets with a cost of $1,000 or
more. Depreciation is computed using the straight-line method over the estimated useful lives of the
related assets, which are:

Building and improvements 7 - 30 years
Furniture and equipment 5 -7 years
Vehicles 3 -5 years

Support and Revenue

The Organization recognizes contributions when cash, securities or other assets; an unconditional
promise to give; or a notification of a beneficial interest is received. Conditional promises to give —
that is, those with a measurable performance or other barrier and a right of return are not recognized
until the conditions on which they depend have been met. The Organization reports gifts of cash and
other assets as restricted support if they are received with donor stipulations that limit the use of the
donated assets. When a donor restriction expires, that is, when a stipulated time restriction ends or
purpose restriction is accomplished, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statement of activities as net assets released from
restrictions. If a restriction is fulfilled in the same time period in which the contribution is received,
the Organization reports the support as net assets without donor restrictions.

The Organization reports gifts of land, buildings, and equipment as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets
with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire long-lived assets are reported as restricted support. Absent explicit
donor stipulations regarding how long those long-lived assets must be maintained, the Organization
reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in
service. During the year ending December 30, 2023 no such gifts of land, buildings, or equipment
were received.

The Organization recognizes contract revenue at an amount that reflects consideration to which the
Organization expects to be entitled to in exchange for transferring goods or services to a customer.
The Organization is currently engaged in this type of contract from various government entities,
which is based on performance reporting. Due to the nature and varying performance obligations of
these contracts, the timing and methods of recognizing revenue from these contracts will vary. All
contracts recognize revenue in accordance with ASU No. 2014-09.

-11-



CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 2 — Summary of Significant Accounting Policies (cont.)

For performance reporting contracts, a customer pays the agreed upon amounts after the completion
and submission of specified deliverables in the contract. For these contracts, the Organization will
allocate the transaction price of the contract to the specific performance obligations based on the
contract. The Organization recognizes revenue when the performance obligations are met and
delivered to the customer. The Organization had no contracts during 2023 that were performance
reporting contracts. There are no contract assets or liabilities.

A portion of the Organization’s revenue is derived from cost-reimbursable federal and state contracts
and grants, which are conditioned upon certain performance requirements and/or the incurrence of
allowable qualifying expenses. Amounts received are recognized as revenue when the Organization
has incurred expenditures in compliance with specific contract or grant provisions. Amounts
received prior to incurring qualifying expenditures are reported as refundable advances in the
statement of financial position. The Organization has $26,237 in refundable advances from
government agencies at December 31, 2023.

Concentration of Risk

During the year ended December 31, 2023, the Organization received approximately 58% of its
funding from the City of Chicago and approximately 11% from the Sate of Illinois. These sources
also represented 75% of all receivables at December 31, 2023.

Donated Services

Contributions of services are required to be recognized if the services received (a) create or enhance
non-financial assets or (b) require specialized skills, are provided by individuals possessing those
skills, and would typically need to be purchased if not provided by donation. The Organization did
not receive any donated services required to be recognized during the year ended December 31,
2023.

There are, however, a substantial number of volunteers who donate their time toward the activities
and success of the Organization, the value of which is not recognized under generally accepted
accounting principles. During the year ending December 31, 2023, these volunteer hours exceeded
6,000.

In-Kind Contributions

In addition to receiving cash contributions, the Organization receives in-kind contributions from
various donors. It is the policy of the Organization to record the estimated fair value of certain in-
kind donations as an expense in its financial statements, and similarly increase donation revenues by
a like amount. For the year ended December 31, 2023, this amounted to $302,954 in donated food
received and distributed.

Compensated Absences
Employees of the Organization are entitled to paid vacation, sick and personal days off, depending
on job classification, length of service and other factors.

-12-



CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 2 — Summary of Significant Accounting Policies (cont.)

The Organization’s policy is to recognize the costs of compensated absences when actually paid to
employees. The estimated liability is not material at December 31, 2023, and therefore, no accrual
has been recorded in the accompanying financial statements.

Functional Expenses

The costs of providing various programs and other activities have been summarized on a functional
basis in the Statement of Activities and the Statement of Functional Expenses. Accordingly, certain
costs have been allocated among the programs and supporting services benefited, based on time
analysis, space utilization, and unit consumption.

The financial statements report certain categories of expenses that are attributable to one program or
supporting function. Therefore, these expenses require allocation on a reasonable basis that is
consistently applied. The expenses include salaries and benefits which are allocated on the basis of
estimates of time analysis, space utilization, and unit consumption.

Subsequent Events

Accounting principles generally accepted in the United States of America establish general standards
of accounting for, and disclosure of, events that occur after the balance sheet date but before
financial statements are issued or available to be issued. The Organization has evaluated subsequent
events through September 19, 2024, which is the date the financial statements were available to be
issued. See Note 8 — Going Concern. No other subsequent events have been identified that are
required to be disclosed as of that date.

Adoption of New Accounting Standard

On January 1, 2023, the Organization adopted FASB Accounting Standards Update 2016-13
Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments, which replaced the incurred loss methodology with an expected loss methodology that
is referred to as the current expected credit loss (CECL) methodology. The measurement of expected
credit losses under the CECL methodology is applicable to financial assets measured at amortized
cost, including accounts receivable. There was no material impact on the Organization’s results of
operations or financial condition upon adoption of the new standard.

Note 3 — Financial Assets and Liquidity Resources

The Organization regularly monitors the availability of resources required to meet its operating
needs and other contractual commitments. For purposes of analyzing resources available to meet
general expenditures over a 12-month period, the Organization considers all expenditures related to
its ongoing activities as well as the conduct of services undertaken to support those activities to be
general expenditures. The Organization’s cash flows have seasonal variations during the year
attributable to timing of voucher reimbursements from government funding sources. The
Organization considers contributions without donor restrictions for programs which are ongoing,
major, and central to its annual operations to be available to meet cash needs for general operating
purposes. To manage liquidity, the Organization defers expenses to the extent practicable and
obtains short-term operating loans from various related parties.

-13-



CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 3 — Financial Assets and Liquidity Resources (cont.)

As of December 31, 2023, financial assets and liquidity resources available within one year for
general expenditure, such as operating expenses and current debt obligations, were as follows:

Financial assets, at year-end:

Cash and cash equivalents $ 365,062
Government grants, contributions, and other receivables 828,850
Total financial assets, at year-end 1,193,912

Less amount unavailable to be used within one year:

Restricted cash - mortgage reserve (118,271)
Restricted by donor - purpose (16,941)
Financial assets available to meet cash needs for general
expenditures within one year $ 1,058,700

The Organization manages its liquidity and reserves by adhering to the following principles:
operating within a stable and balanced budget, maintaining adequate liquid assets to fund near-term
operating needs, and maintaining sufficient reserves beyond near-term to provide reasonable
assurance that programming is continued, and obligation will be adequately discharged in the future.
In addition to financial assets available to meet general expenditures over the next 12 months, the
Organization anticipates collecting sufficient revenue to cover general expenditures not covered by
donor-restricted sources. See Note 8 for further disclosure.

Note 4 — Long-Term Debt

The Organization maintains a mortgage note on properties located at 4628 and 4615 N. Clifton, with
a combined book value of $799,012 as of December 31, 2023 payable to the National Covenant
Properties in monthly installments of $14,790 through November 30, 2033, including fixed interest
at 3.875%, payable monthly.

Long-term debt is reflected in the statement of financial position as follows at December 31, 2023:

Total outstanding debt $ 2,474,913
Less current portion (64,249)
Net long-term debt $ 2,410,664
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CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 4 — Long-Term Debt (cont.)

The future maturities of long-term debt are anticipated as follows:

Years Ended December 31, Amount
2024 $ 64,249
2025 67,200
2026 70,288
2027 73,517
2028 76,894
Thereafter 2,122,765
$ 2,474,913

Pursuant to the terms of the note, the Organization is required to maintain two escrow accounts with
National Covenant Properties: 1) a mortgage escrow account to cover 6-months of mortgage
payments and 2) a construction escrow account to fund unexpected major repairs or maintenance
costs. The two accounts have since been combined and have a restricted cash balance of $118,271 as
of December 31, 2023 on the Statement of Financial Position.

Note 5 — Net Assets With Donor Restrictions
Net assets with donor restrictions at December 31, 2023 are available for the following purposes:

Elevator project $ 11,941
Purchase of'tables and chairs 5,000
$ 16,941

Note 6 — Related Party Transactions

Jesus People USA Evangelical Covenant Church (JPUSA) founded Cornerstone Community
Outreach (CCO). As of December 31, 2023, of the seven members of the Board of Directors, two are
members of JPUSA. In addition, the Organization employs two members of JPUSA.

During 2022, the Organization was loaned $270,000 from a related party, JPUSA. There is no stated
interest rate and payments on the outstanding balance are to be made as available by the
Organization. During 2023, the related party forgave $70,000 of the amount outstanding. As of
December 31, 2023 the balance remains $200,000.

Note 7 — Employee Retention Credit

The CARES Act provides an employee retention credit (“CARES Employee Retention credit”),
which is a refundable tax credit against certain employment taxes of up to $5,000 per employee for
eligible employers. The tax credit is equal to 50% of qualified wages paid to employees during a
quarter, capped at $10,000 of qualified wages per employee through December 31, 2020.
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CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 7 — Employee Retention Credit (cont.)

Additional relief provisions were passed by the United States government, which extend and slightly
expand the qualified wage caps on these credits through December 31, 2021. Based on these
additional provisions, the tax credit is now equal to 70% of qualified wages paid to employees
during a quarter, and the limit on qualified wages per employee has been increased to $10,000 of
qualified wages per quarter.

The Organization qualified for the tax credit under the CARES Act under both provisions. During
the year ended December 31, 2023, the Organization recorded $309,390 related to the CARES

Employee Retention credit in government grants on the Statement of Activities.

Note 8 — Going Concern

As of December 31, 2023, the Organization has faced significant conditions and events that raised
substantial doubt about its ability to continue as a going concern. These conditions include the City
of Chicago ordinance to increase minimum wage without a proportionate increase in supplemental
funding. The Organization also has liquidity and cash flow issues due to the delay in receiving
funding which can be up to four months after submission.

During 2023 and subsequent to the reporting period the Organization has taken substantial measures
to address these concerns and improve its financial stability. These measures include:
e Applying for a 23% increase in City funding to offset minimum wage increase
e Seeking additional private funding from new sources
e Developing a three-year plan to sell assets and downsize program as needed to match current
funding levels
e Applied for line of credit to bridge funding gaps

As a result of these actions, management believes that the Organization will improve or maintain
operations to acceptable levels and it is no longer appropriate to conclude that substantial doubt
about the Organization’s ability to continue as a going concern. The Organization will continue to
reassess its ability to meet its short- and long-term obligations and continue into the foreseeable
future.
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CORNERSTONE COMMUNITY OUTREACH
SCHEDULE OF EXPENSES BY PROGRAM

For the Year Ended December 31, 2023

Expenditures
Salaries and wages

Fringe benefits and related taxes

Professional fees
Food and beverage
Client assistance

Supplies and small equipment purchases

Travel

Conferences and education
Postage and shipping

Dues and subscriptions
Telephone

Occupancy

Repairs and maintenance
Insurance

Interest

Miscellaneous
Depreciation and amortization

Total Expenses

See independent auditor's report and notes to financial statements.

Hannah Naomi Sylvia
Interim Interim Interim Other Total
Housing Housing Housing Programs Program
583,252 $ 1,105,009 $ 878,996 $ - $ 2,567,257
137,771 298,115 212,676 - 648,562
5,396 7,063 12,756 55,347 80,562
69,085 91,182 163,199 122 323,588
9,064 42,631 52,225 11,773 115,693
20,778 34,575 50,313 13,801 119,467
3,008 4,995 5,650 1,382 15,035
17 22 40 - 79
81 106 191 276 654
7,588 6,985 7,521 - 22,094
33,553 89,712 34,321 526 158,112
26,854 22,747 40,934 3,023 93,558
38,797 40,690 58,773 - 138,260
19,355 36,969 38,093 - 94,417
603 815 1,489 3,847 6,754
42,986 58,775 50,465 659 152,885
998,188 § 1,840,391 $§ 1,607,642 § 90,756  § 4,536,977
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CORNERSTONE COMMUNITY OUTREACH
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
December 31, 2023

Assitance Pass-through Passed Disbursements
Listing Contract Through to or
Federal Grantor/Pass-Through Grantor/ Program Title Number Number Subrecipients Expenditures
U.S. Department of Housing and Urban Development
Passed through the Chicago Department of Family and Support Services
Community Development Block Grants/ Entitlement Grants
Naomi Interim Housing
January 1, 2023 to December 31, 2023 14.218 174580 $ - (1) $ 669,721
Sylvia Center Interim Housing
January 1, 2023 to December 31, 2023 14.218 174580 - (1) 634,390
Total Community Development Block Grants/ Entitlement
Grants Cluster and U.S. Department of Housing and Urban Development - 1,304,111
U.S. Department of Agriculture
Passed through the Illinois State Board of Education
Child and Adult Care Food Program
October 1, 2022 to September 30, 2023 10.558 15-016-675P-00 - 317,567
Total U.S. Department of Agriculture - 317,567
U.S. Department of Health and Human Services
Passed through the Chicago Department of Family and Support Services
Community Services Block Grant
January 1, 2023 to December 31, 2023 93.569 174527 - 327,328
Total U.S. Department of Health and Human Services - 327,328
U.S. Department of Homeland Security
Passed through the United Way of Metro Chicago
Emergency Food and Shelter National Board Program
January 1, 2023 to November 31, 2023 97.024 237800-099 - 39,428
Total U.S. Department of Homeland Security - 39,428
Total Expenditures of Federal Awards $ - $ 1,988,434

(1) Major Program

See independent auditor's report and notes to financial statements.
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CORNERSTONE COMMUNITY OUTREACH
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

Note 1 — Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the
Federal grant activity of Cornerstone Community Outreach (the Organization) under programs of the
federal government for the year ended December 31, 2023. The information in this schedule is
presented in accordance with the requirements of Title 2 US. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Because the schedule presents only a selected portion of the
operations of Cornerstone Community Outreach, it is not intended to and does not present the
financial position, changes in net assets or cash flows of Cornerstone Community Outreach.

Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the SEFA are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein, certain types of expenditures are not allowable or are limited as to the reimbursement.
Negative amounts shown on the SEFA represent adjustments or credits made in the normal course of
business to amounts reported as expenditures in prior years. The Organization has elected to use the
10-percent de minimis indirect cost rate as allowed under the Uniform Guidance.

Note 3 — Sub-recipients

The Organization did not provide any federal awards to sub-recipients during the year ended
December 31, 2023.

Note 4 — Other Matters

Amount of non-cash assistance None
Amount of insurance None
Amount of loans None
Amount of loan guarantees None
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D&A

Desmond &Ahern, Ltd.

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

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

To the Board of Directors of
Cornerstone Community Outreach
Chicago, IL

We have audited in accordance with auditing standards 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, the financial statements of Cornerstone Community
Outreach which comprise the statement of financial position as of December 31, 2023, and the
related statements of activities, functional expenses and cash flows for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated September 19,
2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Cornerstone
Community Outreach’s internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Cornerstone Community Outreach’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the Cornerstone Community Outreach’s internal control.

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 a
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. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

10827 S. WESTERN AVENUE, CHICAGO, IL 60643-3206 « PHONE 773-779-4720 « FAX 773-779-8310
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cornerstone Community Outreach's
financial statements are free from 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 no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of the Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
organization’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the organization’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

Qormncd ¢ e, A

September 19, 2024
Chicago, IL
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D&A

Desmond &Ahern, Ltd.

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

Independent Auditor’s Report on Compliance for
Each Major Federal Program and Report on Internal
Control Over Compliance Required by the Uniform Guidance

To the Board of Directors
Cornerstone Community Outreach
Chicago, IL

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Cornerstone Community Outreach’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material
effect on each of Cornerstone Community Outreach’s major federal programs for the year ended
December 31, 2023. Cornerstone Community Outreach’s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

In our opinion, Cornerstone Community Outreach complied, in all material respects, with the types
of compliance requirements referred to above that could have a direct and material effect on each of
its major federal programs for the year ended December 31, 2023.

Basis for Opinion on Each Major Federal Program

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 the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Our responsibilities under those standards and the Uniform Guidance are further described in the
Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Cornerstone Community Outreach and to meet our other
ethical responsibilities, in accordance with relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion on compliance for each major federal program. Our audit does not provide a legal
determination of Cornerstone Community Outreach’s compliance with the compliance requirements
referred to above.

10827 S. WESTERN AVENUE, CHICAGO, IL 60643-3206 « PHONE 773-779-4720 « FAX 773-779-8310
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to Cornerstone Community Outreach’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on Cornerstone Community Outreach’s compliance based on our audit. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it
exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that,
individually or in the aggregate, it would influence the judgment made by a reasonable user of the
report on compliance about Cornerstone Community Outreach’s compliance with the requirements
of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding Cornerstone Community Outreach’s
compliance with the compliance requirements referred to above and performing such other
procedures as we considered necessary in the circumstances.

e Obtain an understanding of Cornerstone Community Outreach’s internal control over
compliance relevant to the audit in order to design audit procedures that are appropriate in
the circumstances and to test and report on internal control over compliance in accordance
with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of Cornerstone Community Outreach’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.
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Report on 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 a 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.
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.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to
identify all deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies in internal control over compliance. Given these limitations, during our audit
we did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above. However, material weaknesses or significant deficiencies in
internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Qormncd ¢ e, A

September 19, 2024
Chicago, Illinois
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CORNERSTONE COMMUNITY OUTREACH
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2023

Section I — Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

» Material weakness identified? yes X no

+ Significant deficiencies identified that are not considered to be

material weaknesses? yes X no
» Noncompliance material to financial statements noted? yes X no
Federal Awards

Internal control over major programs:

» Material weakness identified? yes X no

» Significant deficiencies identified that are not considered to be
material weaknesses? yes X  no

Type of auditor’s report issued on compliance for major programs:

Unmodified

Any audit findings disclosed that are required to be reported under 2
CFR section 200.516(a)? yes X no

Certification of Major Programs

CFDA Number Name of Federal Program or Cluster

14.218 Community Development Block Grant/ Entitlement Grants

Dollar threshold used to distinguish between type A and type B Programs: $750,000

Auditee qualified as low-risk auditee? X  yes no
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CORNERSTONE COMMUNITY OUTREACH
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2023

Section II — Financial Statement Findings

None

Section III — Federal Award Findings and Questioned Costs

None

Section IV — Financial Statement Findings — Prior Year

None

Section V — Federal Award Findings and Questioned Costs - Prior Year

None
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