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600 Shrewsbury Street » Charleston WV 25301
304 344 8053 « wvcovenanthouse org

Helping people in need since 1981

September 27, 2012

Department of Health and Human Resources
Office of Internal Controf and Policy Development
Division of Compliance and Monitoring

One Davis Square, Suite 401

Charleston, Wv 25301

Attention: Kimberly Merritt
RE: 2011 Final Audit

Dear Kimberly:
Thank you se much for your help on the telephone this morning.

Enclosed please find a copy of Covenant House’s Final Audit for 2011. You will also find our
Representation Letter and Correction Action Letter as well.

The auditors informed me that page 21; The Schedule of Expenditures of Nonfederal Awards is the page
that would want to see.

Thank you again and if you need any additional information please feel free to call Ellen Allen or myself.

DHHR - Finance

Sincefe vy
%( %/&ZWM SEP 28 2012
Staey Reynolds, nce Manajgfer

Ellen Allen, Executive Director Nate W@d
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Covenant House, Inc.
Charleston, West Virginia

We have audited the accompanying statement of financial position of Covenant House,
inc. (the Organization) as of December 31, 2011 and 2010, and the related statements of
activities and changes in net assets, functional expenses, and cash flows for the years then
ended These financial statements are the responsibility of the Organization's management
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Compfroller General of the United States.
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 includes
examining, on & test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evaluating the overall financial
statement presentation We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all materiai
respects, the financial position of Covenant House, Inc. as of December 31, 2011 and 2010,
and the changes in its net assets and its cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated August 3, 2012 on our consideration of Covenant House, inc.'s internal control over
financial reporting and on our test of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and
compliance and the resulis of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.




Qur audit was conducied for the purpose of forming an opinion on the basic financial
statements of Covenant House, inc. taken as a whole The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required
by U8 Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used o prepare the financial
statements. The information has been subjectied to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly fo the underlying accounting and other records used to
prepare the financial statemenis 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 ail material respects in
relation fo the financial statements as a whole

lj/la?(, ;&#ﬁ_“ )741,0/ a.a

September 25, 2012
Charleston, West Virginia



COVENANT HOUSE, INC.
STATEMENT OF FINANCIAL POSITION

December 31, 2011 and 2010

2011 2010
ASSETS
Current assefs:
Cash and cash equivaients $ 67,022 $ 41,561
Grant receivable 72,491 198,444
Accounts receivable - related party 34,902 12,027
Accounts receivable 30,869 17,653
Prepaid expenses 6,000 7,964
Total current assets 211,284 277,649
Property and equipment, at cost:
Land 410,491 410,491
Building and improvements 1,769,265 1,769,265
Equipment and furnishings 276,200 222,706
Landscaping 7,718 7,719
2,463,675 2,410,181
Less: Accumulated depreciation (686,555) {618,890)
Total property and equipment 1,777,120 1,791,291
Other assets:
Investments held by others 2,241 2,241
Investments 1,348,939 1,410,321
Total other assets 1,351,180 1,412,562
Total assets $ 3,339,584 $ 3,481,502

The accompanying notes are an integral part of these financial statements




LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payabie
Note payable - current portion
Accrued payroll and withheld taxes
Other current liabiiities

Total current liabilities

Long-term liabilities:
Notes payable - less current portion

Total liabifities

Net assets:
Unrestricted:
Unsestricted
Designated

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

2011 2010

$ 19985 § 44430
941 873

16,050 24,929

3,657  _ 11,612

40,633 81,844

7,772 8,921

48,405 90,765
1,604,977 1,734,833
1,000,000 1,000,000
2,604,977 2,734,833
132,003 101,705
554,199 554,199
3,291,179 3,390,737

$ 3,339,584 $_ 3,481,502




COVENANT HOUSE, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Year Ended December 31, 2011

Support and revenues:
Support;
Contributions
Government grants
in-kind contributions

Total support

Revenues:
Program service fees
investment income
Special events
Rental income, net of
expenses of $12,463
Other revenues

Total revenues

Net asseis released from donor
restrictions

Total support and revenues

Expanses:
Program service expenses:
Emergency assistance
Food pantry
Clothing closet
LGBT
AlIDS

Homeless prevention and

rapid re-housing
Mpowerment
State Budget AIDS
SOAR
Technology assistance
Housing First |
Housing First Ii
SHP
Cont-Co care
Lend-A-Hand

Total program service

expenses

Temporarily Permanently
Unrestricted Restricted Restricted Total

$ 210,921 $ 82,100 $ - $ 293,021
710,532 10,800 720,532
1,281,283 - - 1,281,283
2,202,736 92,100 - 2,294 836
18,267 - - 18,257
60,136 45 - 60,181
22,414 - - 22,414
9,364 - 8,364
8,065 - - 8,065
119,236 45 - 119,281

§1,847 {61,847) - .
2,383,819 30,298 - 2414117
123,820 - 123,820
22,244 - 22,244
7.596 - - 7,596
58,681 - - 58,681
172,106 - 172,106
266,973 - - 266,973
55,628 - . 55,628
46,050 - " 46,050
34,285 - . 34,285
9,328 - - 9,329
37,773 - - 37,773
49,772 - 49,772
2,392 - - 2,392
10,080 - - 10,080
1,097 678 - - 1,087 678
1,994,407 - - 1,694,407

The accompanying notes are an integral part of these financial statemenis.




Temporarily Permanently

Unrestricted Rastricted Restricted Total
Supporting services:
Management and general ' 404,556 - - 404,556
Fundraising 114,712 - - 114,712
Total supporiing services 519,268 - - 519,268
Total expenses 2,513,675 - - 2,513,675
Change in net assets (129,856) 30,298 - (99,558)
Net assets, beginning 2,734,833 101,705 554,199 3,390,737

Net assets, ending § 2,604,977 $ 132,003 $ 554,199 $3,291,179




COVENANT HOUSE, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Year Ended December 31, 2010

*

Support and revenues:
Support:
Contributions
Government granis
in-kind contributions

Total support

Revenues:
Program service fees
Investment income
Special events
Rental income, net of
expenses of $12,369
Other revenues

Totai revenuss

Net assets released from donor
restrictions

Total support and revenues

Expenses:

Program service expenses:
Emergency assistance
Food pantry
Clothing closet
LGBT
AIDS
Homeless prevention and

rapid re-housing
Mpowerment
Staie Budget AIDS
SOAR
Technology assistance
Total program service
expenses

Temporarity Permanently

Unrestricted Restricted Rastricted Total
$ 284624 $ 44,000 $ - § 328,824
979,799 21,000 1,000,799
26,885 - - 26,885
1,291,308 65,000 - 1,356,308
17,460 - 17 460
187,334 - 187,334
36,638 - - 36,638
13,127 - “ 13,127
14,320 - - 14,320
268,879 - - 268,879

183,392 {183,392} - -
1,743,579 {118,382} - 1,625,187
94,033 - " 94,033
21,770 - - 21,770
7,076 - - 7.076
81,342 - - 81,342
329,881 - - 329,881
382,763 - 382,763
64,285 - - 64,285
43,136 - - 43,136
21,934 - 21,934
7,731 - - 7,731
1,053,951 - - 1,053,851

The accompanying notes are an integrat part of these financial statements.



Temporarily Permanently

Unrestricted Restricted Restricted Total
Supporting services:

Management and general 535,124 - 535,124
Fundraising 72901 - _ 72,801

Total supporting services 608,025 - - 608,025

Total expenses 1,661,976 - . - 1,661,976
Change in net assets 81,603 (118,392) - {(36,789)

Net assets, beginning 2,663.230 220,097 554,199 3,427,526

Net assets, ending $ 2,734,833 $ 101,705 $ 554,199 $3,390,737
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Salaries
Emplayed benefits
Payroll taxes
Meetings and ravel
Repairs and malnisnance:
Insuranca
Interest
Office supphes
Ullities a2 tedephone
Professional services
Printing anc pastage

L
Assistance to individuals
Public relations:
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Totst expenses bafore
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Totzi expanses
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COVENANT HOUSE, INC.
STATEMENT OF CASH FLOWS

For the Years Ended December 31, 2011 and 2010

2011 2010

Cash flows from operating activities:
Change in net assets $ (99,558) $ (36,789)
Adjustments to reconcile change in net assats
to net cash used by operating activities:

Depreciation expense 67,665 66,524
Unrealized (loss) gain on investments 34,700 (119,458)
Realized gain on investments (57,942) (35,443)
Contributions of non-cash assets (57,702) {29,963)
{Increase) decrease in assets:
Grants receivabie 125,953 (15,533}
Accounts receivabie - related party (22,875) 13,908
Other receivable (13,216) (12,127)
Prepaid expenses 1,964 (4,144)
Increase (decrease) in liabilities:
Accounts payable (24,445) (52,605)
Accrued and withheld taxes (8,879) 6,017
Accrued bonuses and benefits payable - 10,789
Deferred revenue - (14,354)
Other current liabilities (7,955) 7,400
Net cash used in operating activities (62,290) (215,678)
Cash flows from investing activities:
Purchase of properly and equipment - (55,144)
Purchase of investments (17,200} (1186,947)
Sale of investments 161,624 157,609
Change in money market cash (55,592) 116,976
Net cash provided by
investing activities 88,832 102,494
Cash flows used in financing activities:
Note principal payments {1,081) {1,830)
Net increase (decrease) in cash
and cash equivalents 25,461 {115,114)
Cash and cash equivalents, beginning of year 41,561 156,675

Cash and cash equivalents, end of year $ 67022 $ 41,561

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



SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION:

Cash payments for interest

SUPPLEMENTAL SCHEDULE NONCASH
INFORMATION:

Contribution of Lend-a-Hand

b

Disbursement of Lend-a-Hand

2011 2010
$ 623 $ 829
$ 1,240,803 $ 26,885
$ 1,087,678 $ -




COVENANT HOUSE, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2011 and 2010

1 - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
Organization

Covenant House, Inc. (the Organization) was organized in 1981 as a non-profit
organization to provide low-income persons with housing, food, clothing, education,
health care and employment. The Organization is supported primarily through
governmental funding in the form of grant awards. The Organization operates the above
programs in central and southern West Virginia.

Method of Accounting and Basis of Presentation

The financial statements have been prepared on the accrual method of
accounting in accordance with accounting principles generally accepted in the United
States of America.

Financial statement presentation foliows the standards set by the Financial
Accounting Standards Board. Under those provisions, the Organization is required to
report information regarding its financial position and activities according to three
classes of net assets: (a) unrestricted net assets, (b) temporarily restricted net assets,
and (¢} permanently restricted net assets.

Net assets of the two restricted classes are created only by time or donor imposed
restrictions on use. All other net assets, including board-designated or appropriated
amounts, are considered unrestricted, and are reported as part of the unrestricted
ciass.

Unrestricted net assets: Net assets that are not subject to donor-imposed
stipulations.

Temporarily restricted net assets: Net assets subject to donor-imposed
stipulations that may or will be met, either by actions of the Organization and/or
the passage of time. When a restriction expires, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the statement of
activities as net assets released from restrictions.

Permanently restricted net assets: Net assets subject to donor-imposed
stipulations that they be maintained permanently by the Organization. Generally,
the donors of these assets permit the Organization to use all or part of the income
earned on any related investments for general or specific purposes.

The Organization has elected to present temporarily restricted contributions,
which restrictions are fulfilled in the same time period, within the unresiricted net assets
class.
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COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

December 31, 2011 and 2010

1 - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
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 certain reported amounts and disciosures of
contingent assets and liabilities at the date of the financial statements. Estimates also
affect the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. Significant estimates include functional
expense allocation and in-kind contribution valuation.

For purposes of the statement of cash flows, the Organization considers all cash
accounts, which are not held in investment accounts and are not subject to withdrawal
restrictions or penaities, and all highly liquid debt instruments, which are not heid in
investment accounts, purchased with an original maturity of three months or less to be
cash equivalents.

Receivables and Allowance for Doubtiul Accounts

Accounts receivable are presented in the balance sheet at the time all the
requirements for coliection have been fulfilled. Grants receivable are recognized once
notice of award is received and the grant objectives are substantially met and services
have been provided. Management believes all receivables are coliectibie.

Investments

Investments are carried at fair value. Investments acquired by gift are recorded at
the fair value at the date of receipt. Fair value is determined principally from public
sources. Cash and cash equivalenis of investment accounts held temporarily until
suitable investments opportunities arise are included in investments. Realized gains
and losses are computed on the average cost method. Unrealized gains or losses are
charged or credited to the statement of activities.

Property and Equipment

Property and equipment are recorded at cost as of the date of acquisition or fair
value as of the date received in the case of gifts. The assets are capitalized when the
Organization determines that substantial future benefits will be achieved and have a
cost value of at least $1,500. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets. The cost and accumuiated depreciation of
property sold or retired is removed from the related asset and accumutated depreciation
accounts and any resulting gain or loss is recorded in the period of disposal. Renewals
and improvements, which extend the useful lives of assets, are capitalized at cost The
cost of routine maintenance and repairs are charged to expense as incurred.
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COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

December 31, 2011 and 2010

1 - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment (Continued)

Contributed property and equipment with donor restrictions on how long the
assets must be used are recorded as restricted confributions. All other confributions of
property and equipment are recorded as unrestricted contributions when the assets are
placed in service.

Notes Payable

The carrying amount of the notes payable approximates fair value because the
financial instruments bear interest at a rate that approximates the current market rate
for notes with similar maturities and credit quality.

Expense Allocation

Directly identifiable expenses are charged to programs and supporting services.
Expenses related to more than one function are charged to programs and supporting
services on the basis of pericdic time and expense studies Management and general
expenses include those expenses that are not directly identifiable with any other
specific function but provide for the overall support and direction of the Organization.

Concentration of Credit Risk

The Organization maintains its cash and short-term investments at financial
institutions located in West Virginia. The balances in these accounts, at times, may
exceed Federally insured limits.

Contributed Services and Assets

Confributions of services are recognized if the services received creale or
enhance nonfinancial assets, or require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by
donation. Contributed services and promises to give services that do not meet the
above criteria are not recognized. Contributed services which are recognized are
valued at the estimated cost that would have been incurred by the Organization to
purchase similar services. Donated land, stock, and other assets are valued at the fair
market value at the date of donation.
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COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

December 31, 2011 and 2010

AY

1 - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value Measurements

FASB codification 820 “Fair Value Measurements,” was issued in order to
establish a single definition of fair vaiue and a framework for measuring fair vaiue in
generally accepted accounting principles (GAAP) that is intended to result in increased
consistency and comparability in fair value measurements. Codification 820 also
expands disclosures about fair value measurements and applies whenever other
authoritative literature requires certain assets and liabilities t¢ be measured at fair
value, but does not expand the use of fair value.

“Fair Value Measurements” establishes a fair value hierarchy that prioritizes
inputs to valuation techniques used to measure fair value. This hierarchy consists of
three broad levels. quoted prices in active markets for identical assets or liabilities
{Leve! 1), significant other observable inputs (Level 2), and significant unohservable
inputs (Levei 3).

Advertising

The Organization expenses advertising costs as incurred. Advertising expense
was approximately $10,000 and $19,800 for the years ended December 31, 2011 and
2010, respectively.

In-Kind Support

During the years ended December 31, 2011 and 2010, the value of contributed
services and materials meeting the requirements for recognition in the financial
statements was $1,281,283 and $26,885, respectively. During 2011, $53,494 was
capitalized, $130,111 was kept and $1,097,678 was given away. During 2010, $26,885
was kept.

2 - INCOME TAXES

The Organization, which is not classified as a private foundation, is recognized by
the Internal Revenue Service as exempt from Federal and state income taxes under
Section 501(c){3) of the Internal Revenue Code and similar sections of state statutes
and is determined to not be a private foundation. The Organization is no longer subject
to U S. federal income tax examinations by tax authorities for years ending before
January 1, 2009.
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COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

Pecember 31, 2011 and 2010

3 -- MORTGAGES AND OTHER NOTES PAYABLE

:l'he mortgages and other notes payable at December 31, 2011 and 2010, consist
of the foliowing:

2011 2010
Chase Home Financial, secured by deed of
trust on real estate; monthly payments are
currently $131 (variable due to adjustable
interest rate); interest at December 31, 2010,
7.5%, due June 1, 2019 $ 8713 $ 9,794

The principal amount of long-term debt outstanding at December 31, 2011,
payable in each of the next five years is as follows:

2012 % 944
2013 1,014
2014 1,093
2016 1177
2016 1,269
Thereafter —— 3219
$ 8,713

4 -- PENSION PLAN

The Organization maintains a 403(b) retirement plan for full-time employees with
one or more years of services. The pian requires annual contributions by the empioyer
of 6% of each eligible employee’s annual pay. Total expenses for the years ended
December 31, 2011 and 2010 was $14,793 and $12,642, respectively.
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COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

December 31, 2011 and 2010

5 — TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricied net assets at December 31, 2011 and 2010, consist of the

following:

2011 2010
Use in future years $ 15,000 $ 15,000
SOAR program 6,094 11,705
Drop-in Center 17,000 -
Client Access Project 8,864
Tender Fund 75,045 75,000
Dingess-Rum 5,000 . .
Ann & Robert Orders Jr. Foundation 5,000 - -

$ 132,003 $ 101,705

6 -- PERMANENTLY RESTRICTED NET ASSETS

Permanentiy restricted net assets at December 31, 2011 and 2010, consist of the

following:
2011 2010
Permanent endowments, with ceriain
restrictions on the use of income: specifically,
income to supplement operations and deferred
maintenance. $ 435,308 $ 435,308
Land 118,891 118,891

$ 554,198 $ 554,199

7 — RISKS AND UNCERTAINTIES

The Organization invests in various investment activities. [Investment securities
are exposed to various risks such as interest rate, market and credit risks. Due {o the
tevel of risk associated with certain investment securities, it is at least reasonably
possible that changes in the value of investment securities will occur in the near term
and such changes could materially affect the amounts reported in the statement of
activities and changes in net assets
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COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

December 31, 2011 and 2010

8 — INVESTMENTS

Marketable securities and other invesiments are stated at fair value (of which ali
are level 1 investmenis) and are summarized as follows as of December 31, 2011 and

2010

Contributions to the Board designated Endowment are included in the
investments held at December 31, 2011 and 2010. The investment income, realized
and unrealized gains or losses on these investments are unrestricted.

Market Unrealized

December 31, 2011 Cost Value (Gain {Loss)
Money market funds $ 129,275 $ 129,275 $ -

Common stocks 997,572 1,081,825 84,253

Preferred stocks 112,284 112,755 471

Corporate bonds 25,006 25,084 78

$ 1,264,137 $1,348,939 $ 84,802

Market Unrealized

December 31, 2010 Cost Value Gain (Loss)
Money market funds $ 73684 $ 73684 §

Common stocks 1,054,882 1,173,550 118,668

Preferred stocks 112,285 112,625 340

Corporate bonds 50,012 50,462 450

$ 1,290,863 $1,410,321 $ 119,458

The Organization has designated part of its investments as a permanent
endowment account. These invesiments total $435,308 at December 31, 2011 and

2010, respectively, and are recorded as a long-termn asset in the accompanying
financial statements. The Board's intent for this account is that until the account
reaches $1,000,000, no portion of the funds are available for use in the programs or
activities of the Organization. When the account reaches $1,000,000, only the
investment income wiill be used for programs and upkeep of the building. At the
Board's discretion, all amounts can be used for operating purposes at any time.
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NOTES TO FINANCIAL STATEMENTS
(Continued)

December 31, 2011 and 2010

8 - INVESTMENTS (Continued)

Following is a summary of investment income from investments and cash
deposits for the years ended December 31, 2011 and 2011

2011 2010
Interest and dividend income $ 36,939 $ 32433
Unrealized gains (loss) (34,700) 119,458
Realized (loss) gains 57,942 35,443

$ 60,181 $ 187,334

9 - RELATED PARTY TRANSACTIONS

The Organization operates and administers the programs of Community Housing,
inc. Community Housing, inc. was incorporated as a non-stock, not-for-profit
organization and certain of its board members are the same as those of the
Organization. Community Housing, Inc. was established to meet the requirements of a
Section 811 U 3. Department of Housing and Urban Development Program.

The Organization has an agreement that is open ended and may be cancelled by
either party on 30 days notice and calls for management fees of 11.4% of gross
residential income collected with a cap of $246 per month for the year ended December
31, 2011 and 2010, respectively, including $41 per unit occupied, per month for the
year ended December 31, 2011 and 2010, respectively. A summary of these balances
and transactions follows:

2011 2010
Related party receivable $ 34,902 $ 12,027
Management fees income
and expense reimbursement $ 2296 $ 2,706

10 - GRANT - HOUSING OPPORTUNITIES FOR PEOPLE WITH AIDS

The Organization has been awarded three grants from the West Virginia Office of
Economic Opportunity on behalf of the State of West Virginia for individuals with AIDS.
The first grant is for the period from May 1, 2008 to April 30, 2011, in the amount of
$376,535. The second grant in the amount of $115,269 is for the period July 1, 2010 to
December 31, 2012, The final grant in the amount of $115,237 is for the period July 1,
2011 to June 30, 2012.



17
COVENANT HOUSE, INC.

NOTES TO FINANCIAL STATEMENTS
{Continued)

December 31, 2011 and 2010

10 ~ GRANT —~ HOUSING OPPORTUNITIES FOR PEOPLE WITH AIDS {Continued)

The total awards that have unexpended funds available to be used by the
foliowing agencies:

2011 2010

Covenant House $ 73420 $ 106,983

Total revenues from the above grants for the years ended December 31, 2011
and 2010 was $153,532 and $362,231, respectively. The amount passed through {o
other agencies totaled $0 and $66,026 for the years ended [December 31, 2011 and
2010, respectively, is reflected as a portion of the collaborative share expenses in the
accompanying financial statements.

11 -~ OPERATING LEASES

The Organization leases a part of its facility o unrelated parties under operating
leases with terms not exceeding one year. Rental income for the year ended
December 31, 2011 and 2010 was $21,827 and $21,505, respectively. Future
minimum rental payments total $4,362 for 2011,

12 - SUBSEQUENT EVENTS

The Organization’s management has evaluated events and transactions occurring
after December 31, 2011 through the date of the Auditors’ Report, which is the date the
financial statements were available to be issued. No significant events were noted
requiring adjustments to or disclosure in the Financial Statements.




SUPPLEMENTAL INFORMATION
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COVENANT HOUSE, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended December 31, 2011

Pass -
- -~ CFDA  Through Expenditures
Federal Grantor/Pass-Through Grantor/Program Title Number _Id. No. Paid
U.S. Department of Housing and Urban Development:
Housing Opportunities for People with AIDS 14.241 $ 153,532 *
Homelessness Prevention and Rapid Re-Housing-ARRA 14.262 272,905 *
Community Development Block Grants/Entitlement
Grants _ 14 218 9,000
Supportive Housing Program 14.235 10,080
Emergency Shelter Grants Program 14 231 13,817
Housing First 14 261 o 17,798
536,832
Department of Health and Human Services Center
for Disease Control and Prevention:
HIV Prevention Activities: Health Dept Based 93940 52,677
$ 589,609

* Denotes major program

See independent Auditors’ Report and Notes to the
Schedule of Expenditures of Federal Awards.
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NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended December 31, 2011

1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards inciudes the
federal grant activity of the Organization and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, “Audits of States, Local Governments and Non-
Profit Organizations.” Therefore, some amounis presented in this schedule may differ
from amounts presented in, or used in the preparation of, the financial statements.

See Independent Auditors’ Report.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

For the Year Ended December 31, 2011

2010-1  HOUSING OPPORTUNITIES FOR PEOPLE WITH AIDS (HOPWA)

Condition and Criteria

Invoices/supports that were used to substantiate expenditures were erroneously
discarded or misplaced. There was little or no documentation available to support
these expenditures that were being billed to the HOPWA program. This makes it
difficult to determine allocability, allowability or reasonableness of these costs charged
to the federal program.

We questioned $2,393.87 because 5 invoices with little or no support were not
available for our examination.

Cause

We found that there was lack of adherence to prescribed accounting policies and
procedures and to Federal regulations requiring that records be retained for a period of
three years,

Recommendation

We recommend that procedures be developed to strengthen internal controls over
the retention and proper filing of invoice/support for expenditures.

Current Status

The recommendation was adopted in December 2010. Similar findings were
noted in the 2009 audit.
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SCHEDULE OF EXPENDITURES OF NONFEDERAL AWARDS

For the Year Endad December 31, 2011

Account  Expenditures
State Grantor/Program Number Paid

West Virginia Department of Health and Human
Resources State Budget Aids 110247 $ 36,027

West Virginia Depariment of Health and Human
Resources State Budget Aids 120054 15,497

West Virginia Department of Health and Human
Resources L.GBT 110257 37,736

West Virginia Department of Health and Human
Resources LGBT 120213 19,077

See independent Auditors’ Report
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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
Covenant House, inc,
Charleston, West Virginia

We have audited the financial statements of Covenant House, Inc. (a nonprofit
organization) as of and for the year ended December 31, 2011, and have issued our report
thereon dated August 3, 2012, 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 Compitroller
General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Covenant House, inc.'s internal
control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
axpressing an opinion on the effeciiveness of Covenant House, Inc.’s internal control over
financial reporting. Accordingiy, we do not express an opinion on the effectiveness of the
Organization's internal control over financial reporting.

A deffciency in internal controf exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
weakness is a deficiency, or combination of deficiencies, in internal control such that there is
a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevenied, or detected and corrected on a timely basis.

Qur consideration of internal controf over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identify any deficiencies in infernal control
over financial reporting that we consider to be material weaknesses, as defined above
However, we identified certain deficiencies in internal control over financial reporting,
described in the accompanying schedule of findings and questioned costs that we consider
to be significant deficiencies in internal control over financial reporting. {2011-1] A significant
deficiency is a deficiency, or a combination of deficiencies, in internal controf that is less
severe than a material weakness, yet important enough to merit attention by those charged
with governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Covenant House, Inc’s
financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, reguiations, contracts, and grant agreements, noncompliance
with which could have a direct and maierial effect on the determination of financial statement
amounts, However, providing an opinion on compiiance 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 matiers that are required to be
reported under Government Auditing Standards and which are described in the
accompanying schedule of findings and questioned costs as item 201 1-1.

Covenant House, Inc.'s response to the findings identified in our audit is described in
the accompanying schedule of findings and questioned costs. We did not audit Covenant
House, inc 's response and, accordingly, we express no opinion on it,

This report is intended solely for the information and use of the board of direciors,
management, others within the eniity, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anvone other than these

specified parties.
:5)47, Mﬁ.i )‘Vaz,w ac

September 25, 2012
Charleston, West Virginia
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Covenant House, Inc,
Charleston, West Virginia

Compliance

We have audited Covenant House, Inc.’s (a nonprofit organization) compliance with the
types of compliance requirements described in the (OMB) Circular A-133 Compliance
Supplement that couid have a direct and material effect on each of Covenant House, Inc’s
major federal programs for the year ended December 31, 2011. Covenant House, Inc’'s
major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicabie to each of its major
federal programs is the responsibility of the Covenant House, Inc’s management. Qur
responsibility is to express an opinion on Covenant House, inc.'s compliance based on our
audit

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

In our opinion, Covenant House, Inc. complied, in all material respects, with the
compiiance requirements referred to above that couid have a direct and material effect on
each of its major federal programs for the year ended December 31, 2011. However, the
results of our auditing procedures disclosed instances of noncompliance with those
requirements, which are required to be reported in accordance with OMB Circular A-133 and
which are described in the accompanying schedule of findings and questioned costs as item
(2011-1).
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internal Gontrol Over Compliance

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

A deficiency in internal control over compliance exists when the design or operation of a
control does not aliow management or employees, in the normal course of performing their
assigned functions, to prevent or detect and correct, noncompliance with a type of
compliance reguirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and correctad, on a timely basis.

Qur consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compiiance that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be a material weakness, as defined above However
we identified certain deficiencies in internal control over compliance that we consider 1o be
significant deficiencies as described in the accompanying scheduie of findings and
questioned costs as item 2011-1. A significant deficiency in internal conirol over compliance
is a deficlency, or a combination of deficiencies, in internal control over compliance with a
type of compiiance requirement of a federal program that is less severe than a material
weakness in internal coniroi over compliance, yet important enough to merit attention by
those charged with governance.

Covenant House, Inc’s response to the finding identified in our audit is described in the
accompanying scheduie of findings and guestioned costs. We did not audit Covenant
House, Inc.’s response and, accordingly, we express no opinion on the response.

This report is intended solely for the information and use of the board of directors,
management, others within the entily, and federal awarding agencies and pass-through
entities and is not intended to be and shouid not be used by anyone other than these

specified parties.
;ﬁ)a#, Mé 77&@/ a.c

September 25, 2012 - Finance
Charieston, West Virginia DHHR

SEP 28 2012

Date Received

Y




COVENANT HOUSE, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended December 31, 2011

Financial Statements:

Type of auditor's report issued:

Internal control over financial reporting:
* Material weakness(es) identified?

* Significant deficiency(s) identified not
considered to be material weakness?

Noncompliance material to financial
statements noted?

Federal Awards:
Internal control over maijor programs:
* Material weakness(es) identified?

* Significant deficiency(s) identified not
considered to be material weakness?

Type of auditor's report issued on compliance

for major programs:

Any audit findings disclosed that are required
to be reporied in accordance with section
510(a) of Circular A-1337?

Major Programs:
FDA Number

T 14.241
14.262

Daliar {hreshold used to distinguish between
type A and type B programs:

Auditee gualified as low-risk auditee?

26

Unqualified
Yes Ne = X
Yes X ___ No
Yes . — No X .
Yes _ No X
Yes ___X .. No
Unqualified
Yes _ X No

Name of Federal Program or Cluster

Housing Opportunities for People with AIDS
Homeless Prevention and Rapid Re-Housing

$300,000

Yes No

e ]
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COVENANT HOUSE, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended December 31, 2011

2011-1  HOUSING OPPORTUNITIES FOR PEOPLE WITH AIDS {HOPWA)

Condition and Criteria

invoices/supports that were used to substantiate expenditures were erroneously
discarded or misplaced. There was little or no documentation available to support
these expenditures that were being billed to the HOPWA program. This makes it
difficuit to determine allocability, allowability or reasonableness of these costs charged
fo the federal program

Potential Effect

We questioned $148.73 because 4 invoices with little or no support were not
availabie for our examination.

Cause

We found that there was lack of adherence fo prescribed accounting policies and
procedures and to Federal regulations requiring that records be retained for a period of
three years.

Recommendation

We recommend that procedures be developed to strengthen infernal controls over
the retention and proper filing of invoice/support for expenditures.

Current Status
Management initiated internal control policies for reviewing and approving

invoices, which detected the billing errors in 2012 A check was issued to cover the
over expensed funds.
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September 25, 2012

Gray, Griffith & Mays, A.C.
707 Virginia Street, East
Suite 400

Charleston, WV 25301

We are providing this letter in connection with your audits of the statements of financial
position of Covenant House, Inc. as of December 31, 2011 and 2010 and the related
statements of activities, functional expenses and cash flows for the years then ended for the
purpose of expressing an opinion as to whether the financial statements present fairly, in all
material respects, the financial position, changes in net assets, functional expenses, and
cash flows of Covenant House, Inc. in conformity with U.S. generally accepted accounting
principles. We confirm that we are responsible for the fair presentation in the financial
statements of financial position, changes in net assets, functional expenses and cash flows
in conformity with generally accepted accounting principles. We are also responsibie for
adopting sound accounting policies, establishing and maintaining effective internal control
over financial reporting, and preventing and detecting fraud.

We confirm, to the best of our knowledge and belief, as of September 25, 2012 the
following representations made to you during your audit,

1 The financial statements referred to above are fairly presented in conformity with
U.S. generally accepted accounting principles and include ali assets and liabilities
under the Organization’s control.

2. We have made available to you all—

a Financial records and related data and all audit or relevant monitoring reports,
if any, received from funding sources.

b.  Minutes of the meetings of Executive Board and Board of Directors or
summaries of actions of recent meetings for which minutes have not yet
been prepared for the period January 1, 2011 through the date of our report
and the date of this letter.

3 There have been no communications from regulatory agencies concerning
noncompliance with, or deficiencies in, financial reporting practices.

4. There are no material transactions that have not been properly recorded in the
accounting records underlying the financial statements or the schedule of
expenditures of federal awards
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10.

1

12.

13

14

We believe the effects of the uncorrected financial statement misstatements
summarized in the attached schedule, if any, are immaterial, both individually and
in the aggregate, to the financial statements taken as a whole. We have or will
post the proposed adjusting entries to the Organization's general ledger

We acknowledge our responsibility for the design and implementation of
programs and controls to prevent- and detect fraud.

We have no knowledge of any fraud or suspected fraud affecting the
Organization involving—

a. Management,
b. Employees who have significant roles in internal control, or

¢  Others where the fraud could have a material effect on the financial
statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the
Organization received in communications from employees, former employees,
grantors, regulators, or others.

We have taken timely and appropriate steps to remedy fraud, illegal acts, violations
of provisions of contracts or grant agréements, or abuse that you have reported to

us
We have a process to track the status of audit findings and recommendations

We have identified to you any previous financial audits, attestations engagements,
or other studies related to the objectives of the audit being undertaken and the
corrective actions taken to address significant findings and recommendations.

We have provided our views on the prior year's reported findings, conclusions, and
recommendations, as well as our planned corrective actions.

The Organization has no plans or intentions that may materially affect the carrying
value or classification of assets, liabilities, or net asset balances.

The following, if any, have been properly recorded or disclosed in the financial
statements:

a  Related party transactions, including revenues, expenses, loans, transfers,
leasing arrangements, and guarantees, and amounts receivable from or
payable to related parties.

b, Guarantees, whether written or oral, under which the Organization is
contingently liable.
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15.

16.

17

18.

19

¢ Significant estimates and material concentrations known to management
that are required to be disclosed in accordance with FASB Accounting
Standards Codification 275, Risks and Uncertainties.

There are no estimates that may be subject to a material change in the near term
that have not been properly disclosed in the financial statements. We understand
that near term means the period within one year of the date of the financial
statements In addition, we have no knowledge of concentrations existing at the
date of the financial statements that make the organization vulnerable to the risk
of severe impact that have not been properly disclosed in the financial
statements.

We are responsible for compiiance with the laws, regulations, and provisions of
contracts and grant agreements applicable to us; and we have identified and
disclosed to you all laws, regulations and provisions of contracts and grant
agreements that we believe have a direct and material effect on the determination
of financial statement amounts or other financial data significant to the audit
objectives.

Covenant House, Inc. is an exempt organization under Section 501¢ (3) of the
Internal Revenue Code. There are no activities of which we are aware that would
jeopardize the Organization’s tax exempt status, and all activities subject to tax
on unrelated business income or excise or other tax, if any, have been disciosed
to you. All required filings with tax authorities are up-to-date

There are no —

a. Violations or possible violations of laws and regulations and provisions of
contracts and grant agreements whose effects should be considered for
disclosure in the financial statements, as a basis for recording a loss
contingency, or for reporting noncompliance.

b Unasserted claims or assessments that our lawyer has advised us are
probable of assertion and must be disclosed in accordance with FASB
Accounting Standards Codification 450, Contingencies

c. Other Iiabilities. or gain or loss contingencies that are required to be accrued
or disclosed FASB Accounting Standards Codification 450, Contingencies

d Designations of net assets disclosed to you that were not properly authorized
and approved, or reclassifications of net assets that have not been properly
reflected in the financial statements.

We are not aware of any pending or threatened litigation, claims, or assessments
or unasserted claims or assessments that are required to be accrued or disclosed
in the financial statements in accordance with generally accepted accounting
principles and we have not consulted a iawyer concerning litigation, claims, or
assessments




Gray, Griffith & Mays, AC

Page Four

September 25, 2012

20

21.

22,

The Organization has satisfactory title to all owned assets, and there are no liens
or encumbrances on such assets nor has any asset been pledged as collateral.

We have complied with all restrictions on resources (including donor restrictions)
and all aspects of contractual and grant agreements that would have a material
effect on the financial statements in the event of noncompliance. This includes
complying with donor requirements to maintain a specific asset composition
necessary to satisfy their restrictions.

With respect to federal award programs:

a. We are responsible for understanding and complying and have complied with
the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations including requirements relating to
preparation of the schedule of expenditures of federal awards

b We have, prepared the schedule of expenditures of federal awards in
accordance with OMB Circular A-133 and have identified and disclosed in the
schedule of expenditures of federal awards made during the audit period for
all awards provided by federal agencies in the form of grants, federal cost-
reimbursement contracts, loans, loan guarantees, property (including donated
surplus property), cooperative agreements, interest subsidies, insurance, food
commodities, direct appropriations, and other assistance

c. We acknowledge our responsibility for presenting the schedule of
expenditures of federal awards (SEFA) in accordance with the reguirements
of OMB Circular A-133 §310.b, and we believe the SEFA, including its form
and content, is fairly presented in accordance with the Circular The methods
of measurement and presentation of the SEFA have not changed from those
used in the prior period, and we have disclosed to you any significant
assumptions and interpretations underlying the measurement and
presentation of the SEFA.

d. We have identified and disclosed to you all of our government programs and
related activities subject to OMB Circuiar A-133.

e. We are responsible for understanding and complying with, the requirements
of laws, regulations, and the provisions of contracts and grant agreements
related to each of our federal programs and have identified and disclosed to
you the requirements of laws, regulations, and the provisions of contracts and
grant agreements that are considered to have a direct and material effect on
each major federal program

. We are responsible for establishing and maintaining, and have established
and maintained, effective internal control over compliance requirements
applicable to federal programs that provide reasonable assurance that we are
managing our federal awards in compliance with laws, regulations, and the
provisions of contracts and grant agreements that could have a material effect
on our federal programs We believe the internal control system is adequate
and is functioning as intended.
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g We have made available to you all contracts and grant agreements (inciuding
amendments, if any) and any other correspondence with federal agencies or
pass-through entities relevant to federal programs and related activities

h  We have received no requests from a federal agency to audit one or more
specific programs as a major program.

i We have complied, with the direct and material compliance requirements
(except for noncompliance disclosed to you), including when applicable, those
set forth in the OMB Circular A-133 Compliance Supplement, relating to
federal awards and have identified and disclosed to you all amounts
questioned and any known noncompliance with the direct and material
compliance requirements of federal awards.

J. We have disclosed to youany communications from grantors and pass-
through entities concerning possible noncompliance with the direct and
material compliance requirements, including communications received from
the end of the period covered by the compliance audit to the date of the
auditor's report

k. We have disclosed to you the findings received and related corrective actions
taken for previous audits, attestation engagements, and internal or external
monitoring that directly relate to the objectives of the compliance audit,
including findings received and corrective actions taken from the end of the
period covered by the compliance audit to the date of the auditor's report.

|, Amounts claimed or used for matching were determined in accordance with
relevant guidelines in OMB Circular A-122, Cost Principles for Nonprofit
Organizations, and Subpart C, Cost Sharing and Matching, of OMB Circular
A-110, Grants and Agreements with Institutions of Higher Education,
Hospitals, and Other Nonprofit Organizations.

m. We have disclosed to you our interpretation of compliance requirements that
may have varying interpretations, if any.

n. We have made available to you all documentation relating to compliance with
the direct and material compliance requirements, including information related
to federal program financial reports and claims for advances and
reimbursements.

o We have disclosed to you the nature of any subsequent events that provide
additional evidence about conditions that existed at the end of the reporting
period affecting noncompliance during the reporting period.

p There are no known instances of noncompliance with direct and material
compliance requirements that occurred subsequent to the period covered by
the auditor's report.
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No changes have been made in internal control over compliance or other
factors that might significantly affect internat control, including any corrective
action we have taken regarding significant deficiencies in internal controi over
compliance (including material weaknesses in internal control over
compliance), subsequent to the date, which compliance was audited

Federal program financial reports and claims for advances and
reimbursements are supported by the books and records from which basic
financial statements have been prepared.

The copies of federal program financial reports provided to you are true
copies of the reports submitted, or electronically transmitted, to the respective
federal agency or pass-through entity, as applicable.

We have charged costs to federal awards in accordance with applicable cost
principles,

We are responsible for and have accurately prepared a summary schedule of
prior audit findings to include all findings required to be included by OMB
Circular A-133 and we have provided you with all information on the status of
the follow-up on the prior audit findings by federal awarding agencies and
pass-through entities, including all management decisions

We are respohsible for and have accurately prepared the auditee section of
the Data Collection Form as required by OMB A-133, and we are responsible
for preparing and implementing a corrective action pian for each audit finding.

We have disclosed to you all contracts or other agreements with service
organizations, and we have disclosed to you all communications from the
service organizations relating to noncompliance at the service organizations.

23.In regards to your preparation of Federal 990 tax return, maintaining the fixed asset
schedules and assistance in drafting the financial statements and related notes and
schedule of expenditures of federal and state awards, we have:

a

b.

Made all management decisions and performéd all management functions.

Designated an individual with suitable skill, knowledge, or experience to
oversee the services,

Evaluated the adequacy and results of the services performed.
Accepted responsibility for the results of the services

Established and maintained internal controls, including monitoring ongoing
activities
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We have evaluated events and transactions occurring after December 31, 2011
through the date of this letter, which is the date the financial statements were availabie to be
issued. No significant events were noted requiring adjustment to or disclosure in the
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Ellen Allen, Executive Director Stacy Reynolcﬂi,):inar'\ce M?ﬁag‘ér

DHHR - Finance
SEP 98 2612
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covenant House 600 Shrewsbury Streat » Charleston, WV 25301

304 344 8053 « wvcovenanthouse org

Helping people in need since 1981

Corrective Action Plan
September 26, 2012

State of West Vitginia

Governor’s Office of Economic Opportunity
700 Washington Street, E , 4" Floor
Charleston, WV 25301

Covenant House, Inc. respectfully submits the following corrective action plan for the year ended
December 31, 201 1.

Name and address of independent public accounting firm:
Gray, Griffith & Mays, AC
707 Virginia Street, E., Suite 400
Charleston, WV 25301

Audit Period: For the year ended December 31, 2011

The findings from the December 31, 2011 schedule of findings and questioned costs are discussed below.
The findings are numbered consistently with the numbers assigned in the schedule.

Findings — Financial Statement and Federal Awards Audit — Significant Deficiency

2011-1 Housing Opportunities for People with AIDS (HOPWA), CFDA No. 14.241

Recommendation: Covenant House, Inc. should develop procedures to strengthen internal
controls over the retention and proper filing of invoice/support for expenditures.

Action Taken: In June 2011 management implemented procedures to ensure sufficient
documentation is retained to support reimbursement requests. Specifically, the financial request
forms used for HOPWA were improved to include more detail, including verification of
expenditure, cross-referencing supporting documents, and including case notes if necessary.
Iraining also occutred at this time to ensure that staff members complied with these updated
documentation/retention requirements. :

If the Governor’s Office of Economic Opportunity has any questions regarding this plan, please call Stacy
Reynolds at 304-344-8053, ext 23.

Sincerely,

JZ L—-—»\ DHHR - Finance

Ellen Allen
Executive Director

SEP 28 2012

Nate Received







