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INDEPENDENT AUDITORS' REPORT

Board of Directors
Partners for the Common Good
Washington, DC

We have audited the accompanying financial statements of the Partners for the Common Good,
which comprise the statements of financial position as of December 31, 2012 and 2011, and the
related statements of activities, functional expenses and cash flows for the years then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Partners for the Common Good as of December 31, 2012 and 2011,
and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of expenditures of federal awards, as required by Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations
is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April
30, 2013 on our consideration of the Partners for the Common Good'’s internai 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 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 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 Partners for the Common Good's internal
control over financial reporting and compliance.

%,W + Co, Lip

April 30, 2013
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PARTNERS FOR THE COMMON GOCD

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation
Decline in value of real-estate owned
Allowance for loan loss
Changes in assets and liabilities:
Contributions receivable
Prepaid expenses and other current assets
Grants receivable
Accrued expenses
Accrued interest payable
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from community development certificates of deposit
Purchases of community development certificates of deposit
Purchases of property and equipment
Loans receivable:

New lcans provided

Loan payments received

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from community development and term notes payable

Curtailments of community development and term notes payable
NET CASH PROVIDED BY FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR:

COMPRISED OF:
Cash and cash equivalents

Cash - restricted
TOTAL CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL INFORMATION:
Interest paid

SUPPLEMENTAL NON-CASH INVESTING ACTIVITY:
Loans receivable, net reserve converted to Non-performing loans

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

6

FOR THE YEARS ENDED

DECEMBER 31,

2012 2011
$ 1,132,399 $ 190,349
17,483 6,580
51,226 .
175,440 131,406
- 50,000
13,826 62,962
(372,306) -
39,413 148,308
34,212 (55,975)
$ 4,001,603 § 533,630
$ 1,750,000 $ 4,120,000
(750,000) (2,750,000)
(57,425) (32,712)
(3,707,998) (3,970,257)
1,431,725 2,193,216
$ 7 (1,333,508) $  (429,753)
$ 3,070,000 $ 1,966,500
(2.748,057) (1,841,930)
$ 321,043 § 124,570
$ 79,938 $ 228447
8,908,195 8,679,748
$ 8,088,133 $ 8,908,195
$ 8,969,903 $ 8,889,083
18,230 18,212
$  6.088,133 $  8.008,105
$ 368,389 $ 350,388
$ - $ 229246




PARTNERS FOR THE COMNION GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Note 1. Organization and Significant Accounting Policies

Organization - Partners for the Common Good (PCG) was founded May 15, 2000 as
an lllinois not-for-profit corporation. PCG is a community investment fund that applies
the ethical principles of “the common good” to investment choices. PCG’s mission is to
promote economic justice and social change by providing access to capital and
building healthy sustainable nonprofit corporations that advance economic
opportunities for low-income people. PCG’s business objectives are to:

o broaden interest and involvement in the community investment movament:

e provide opportunities for faith-based investors to share a portion of their
financial resources with the economically poor by investing in intermediary
agencies;

e model alternative approaches to the production of goods and services: and

= increase the overall capital base available for these kinds of projects.

Through financial intermediation to borrowers, PCG provides an effective and fiscally
prudent mechanism through which institutional investors can support community
development nationwide and abroad.

PCG has one subsidiary, PCG Community Investment Fund, LLC, which was
established as a limited liability company on June 4, 2002 for the purpose of becoming
a Community Development Entity. A Community Development Entity is a domestic
corporation or partnership with the primary mission of serving or providing investment
capital to low income communities or low income persons. As of December 31, 2012
and 2011 this subsidiary was inactive and had no assets.

Basis of Presentation - PCG presents its financial statements in accordance with the
disclosure and display requirements of the Financial Accounting Standards Board
(FASB) as set forth in Codification topics Accounting for Contributions Received and
Contributions Made, and Financial Statements of Not-for-Profit Organizations.
Accordingly, the net assets of PCG are reported in each of the following three classes:
(a) unrestricted net assets, (b) temporarily restricted net assets, and (c) permanently
restricted net assets. At December 31, 2012 and 2011 there were no permanently
restricted net assets.

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

Under these provisions, non-contingent contributions and the associated gains and
losses are classified based on the existence or absence of donor-imposed restrictions.
Accordingly, net assets of PCG and changes therein are classified and reported as
follows:

Unrestricted ngt assets - Net assets not subject to donor-imposed restrictions. The
governing Board of the organization may elect to designate such resources for
specific purposes. This designation may be removed at the Board’s discretion.



Note 1.

PARTNERS FOR THE COMNON GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Organization and Significant Accounting Policies (Continued)

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations
that may or will be met by actions of PCG and/or passage of time.

Revenues are reported as increases in unrestricted net assets unless use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as
decreases in unrestricted net assets. Gains and losses on investments and other
liabilities are reported as increases or decreases in unrestricted net assets unless their
use is restricted by explicit donor stipulation or by law. Expirations of temporary
restrictions on net assets (i.e., the donor stipulated purpose has been fulfilled and/or
the stipulated time period has elapsed) are reported as reclassifications between
applicable classes of net assets.

Contributions - In accordance with Financial Accounting Standards Board
Codification topic Accounting for Contributions Received and Contributions Made,
contributions are recognized as revenue when they are received or unconditionally
pledged. Conditional promises to give are not recognized as revenue until the
conditions on which they depend are substantially met. Contributions of assets other
than cash are recorded at their estimated fair market value.

Cash and Cash Equivalents - PCG considers cash on deposit at various banks and
highly liquid investments with maturities of three months or less at the date of
purchase to be cash and cash equivalents.

Certificates of Deposit - Ceriificates of deposit are recorded at fair value which
approximates cost and accumulated interest.

Fair Value Measurements - PCG complies with the Statement of Financial
Accounting Standards Codification topic Fair Value Measurements. This defines fair
value and establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurement) and the lowest priority to unobservable inputs (level 3 measurement).

The three levels of the fair value hierarchy under this topic are described below:

Basis of Fair Value Measuremeni

Level 1 Unadjusted quoted prices in active markets that are accessible at
the measurement date for identical, unrestricted assets or liabilities

Level 2 Quoted prices in markets that are not considered to be active or
financial instruments for which all significant inputs are observable,
either directly or indirectly

Level 3 Prices or valuations that require inputs that are both significant to
the fair value measurement and unobservable



Note 1.

Note 2.

PARTNERS FOR THE COMMON GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Organization and Significant Accounting Policies (Continued)

Fixed Assets - Property and equipment is stated at cost, or if donated, at fair market
value at date of receipt. PCG capitalizes purchases of equipment over $1,000 and with
an estimated useful life of more than one year. Depreciation is calculated by the
straight-line method over the estimated useful life of 3 to 7 years. Upon disposal of
depreciable assets, the cost and related accumulated depreciation are eliminated from
the accounts and the resultant gain or loss is credited or charged to income.

Tax Status - PCG is recognized as a tax-exempt organization under Section 501 {c)(3)
of the Internal Revenue Code and is exempt from federal and state income taxes on
income related to its exempt purpose. In addition, PCG has been determined by the
Internal Revenue Service fo be a “qualifying charity” within the meaning of Section
509(a) of the Internal Revenue Code.

Accounting For Income Taxes - PCG complies with the provisions of Financial
Accounting Standards Board Codification Topic Accounting for Uncertainty in Income
Taxes. For the years ended December 31, 2012 and 2011, no unrecognized tax
provision or henefit exists.

Subsequent Events - The Organization evaluated subsequent events for potential
required disclosure through April 30, 2013, which is the date financial statements were
available to be issued.

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. Those estimates and assumptions
affect the reported amounts of the assets and liabilities, disclosure of contingent assets
and liabilities, and the reported amounts of revenues and expenses. Actual results
could differ from those estimates.

Functional Allocation of Expenses - The cost of PCG’s programs and administration
has been summarized on a functional basis in the Statements of Functional Expenses.
Accordingly, certain costs have been allocated among the programs benefited.

Reclassifications - Certain prior year amounis have been reclassified to conform with
the current year presentation. These reclassifications had no impact on previously
reporied net assets.

Concentration of Credit Risk - Financial instruments that potentially subject PCG to
credit risk include cash deposits with banks in excess of the insurance limitations of
the Federal Deposit Insurance Corporation. Cash balances in excess of near term
operating requirements are automatically invested in federal funds. Management does
not consider this a significant concentration of credit risk.



Note 3.

Note 4.

Note 5.

PARTNERS FOR THE COMMON GOOD
NOTES TO FINANCIAL STATEMENTS
DECENBER 31, 2012 AND 2011

Loans Receivable - Loans receivable at December 31, 2012 consisted of the
following:

Maturity Principal Interest Rate
2013 $ 2,816,684 4.88% to 6.50%
2014 2,850,509 5.50% to 7.00%
2015 3,404,828 3.39% to 7.50%
2016 2,366,542 4,00% to 7.13%
2017 2,939,148 5.00% to 7.75%

Thereafter 1,086,742 7.00% to 8.00%
Total 3 16,364,453

As of December 31, 2012 and 2011, the loan loss reserve for these loans receivable
was $996,645 and $821,205, respectively.

As of December 31, 2012, PCG had $2,819,000 in loans commitments outstanding but
not yet disbursed and an additional $571,600 in loan transactions that were closed, but
not yet disbursed at the preference of the borrowers. As of March 31, 2013, PCG had
issued an additional $2,075,000 in new binding loan commitments.

Non-performing loans - During 2011, PCG took ownership of one the properties
associated with the non-performing loans. This transaction resulted in the property
being reclassified from non-performing loans to real estate owned at the estimated net
realizable value of $418,123. The estimated value of this property at December 31,
2012 is $366,897.

Additionally during 2011, PCG purchased the participation interest of one of the non-
performing loans from its participation partner. During 2011, PCG also incurred legal
fees of $59,216 associated with two non-performing loans, and in accordance with the
loan agreements, these legal fees have been added to the estimated net realizable
value of the non-performing loans. At December 31, 2011, the estimated net realizable
value of the two non-performing loans is $537,962. During 2012, a settlement was
reached in the two non-performing loans and full payment, plus accrued interest and
legal fees was received in January 2013.

Fixed Assets - Fixed assets at December 31, 2012 and 2011 were recorded at cost,
as shown below:

2012 2011
Computers and software 3 149,850 $ 95,213
Furniture 6,436 3,648
Subtotal 5 156,286 $ 98,861
Less, Accumulated depreciation (70,602) (53,119}
Fixed assets, net 3 85684 % 45 742

Depreciation expense for the years ended December 31, 2012 and 2011 was $17,483
and 36,580, respectively,

10



PARTNERS FOR THE COMMON GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Note 6. Credit Quality

Loan Origination/Risk Management - PCG has certain lending policies and
procedures in place that are designed to ensure that the loan portfolic maintains an
acceptable level of risk. Management reviews and updates these policies and
procedures on a regular basis. The Loan Advisory Committee and the Board of
Directors approve any changes to policies. A reporting system supplements the review
process by providing management with frequent reports related to loan quality,
concentrations of credit, loan delinquencies, and non-performing and potential problem
loans. Diversification in the loan portfolio is a means of managing risk associated with
fluctuations in economic conditions.

PCG finances both direct loans and loans in participation with other CDFls. For direct
loans, PCG conducts an analysis of the potential borrowers’ financial status and
projections, loan structure, collateral and project mission. For participation loans, PCG
conducts an analysis of both the borrower and the lending partner reviewing the capital
structure, asset quality, management earnings and impact of the lending partner.

The following table represents an aging of loans by category as of December 31,

2012:
30-56 60-89 90+ Days
Days Days Still Total Total
Past Due Past Due Aceruing Past Due Current Loans
International 3 - % -3 -3 - $ 1,394 099 § 1,394,089
Housing - - - - 5882748 5882748
Community
facility 151,509 410,502 - 562,011 5,761,857 6,323,868
Commercial
real estate - - - - 1,780,714 1,780,714
Working
capital - - - - 982 124 982,124
Totals $ 1515093 410502 $ -3 562,011 $15,802 442 $16,364 453

Credit Quality Indicators - PCG assigns internal credit classifications at the inception
of each loan. These ratings are reviewed by PCG management on a monthly basis.
The following definitions summarize the basis for each classification:

1 - Moderate Risk Fully amortizing or firm take-out source; satisfactory
operations; substantial borrowing history with PCG; excellent
collateral and cash flow; credit exceeds 75% LTV
requirements

2 - Average Risk Collateral, cash flow, and credit support loan - 75% LTV
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Note 6.

PARTNERS FOR THE COMMON GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Credit Quality (Continued)

3 - Substantial Risk  Collateral coverage is limited — LTV is greater than 90%:
DCR is less than 1.1 (a construction loan would generaliy
receive this rating until construction is complete, a certificate
of occupancy has been issued, and an appropriate period of
operations has been demonsirated)

4 - High Risk Source of take-out is speculative; collateral is inadequate or
nonexistent, payments are 30 days past due; possible
workout; weak financial condition; uncooperative borrowers:
documentation deficiencies (no financial reports available);
potential for loss is assessed on a case-by-case basis

5 - Workout/Default ~ Payments are 60 days past due; collateral or guarantee has
a value less than outstanding loan amount; potential for loss
is assessed on a case-by-case basis

The following table summarizes the loan portfolio by category of loan and the internally
assigned credit quality ratings for those categories at December 31, 2012:

Commercial
Community Real Woarking
International _ Housing Facility Estate Capital Total
1-Moderate $ - % 422943 % 581194 % 905935 % - $ 1,810,072
2 - Average 500,000 3,018,576 2,228,162 - 239,750 5,986,488
3 - Substantial 824,999 2322570 2,188,527 874,779 522,800 6,731,675
4 - High 70,000 118,660 1,327,984 - 219574 1,736,218
5 - Workout/
defauli

Totals $ 1,394,909 55682749 $ 6323867 $ 1,780,714 5 982 124 $16,364.453

Allowance for Loan Loss - The following table summarizes the allowance for loan
losses as of and for the year ended December 31, 2012, by loan category and the
amount by category, as evaluated by PCG’s risk rating system:

Community
Facility
Commercial Working
Housing  Real Estate Capital _ Internationai Total

Aliowance for loan losses;

Beginning balance $ 100,515 % 574568 % 78,247 § 67,875 F 821,205
Charge-offs -- - - - --
Recoveries - - - - -
Provisions for loan
losses 122 953 8539 48 173 (4.225) 175,440
Ending balance $ 223468 % 5H83.107 § 1264208 63650 % 996,645
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PARTNERS FOR THE CONMON GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Note 8. Credit Quality (Continued)

The following is a summary of the activity in the allowance for loan losses at December

31, 2011:
Balance at beginning of year $ 700,190
Provision for loan losses 121,015
Charge-offs, net of recoveries -~
Balance at end of year 3 821,205

The following is a summary of the current and non-current portions of the allowance for
loan osses at December 31:

2012 2011
Current $ 83,026 $ 218,728
Non-current 913,619 502,477
Totals 3 996645 % 821,205

The allowance for loan losses as a percentage of loans outstanding at December 31,
2012 and 2011 was 6.10% and 6.06%, respectively, of PCG's loan portfolio.

The allowance for loan losses is based on management’s estimates using PCG's risk
rating system, with decisions to upgrade or downgrade based on the following factors:
(1) current payment status; (2) borrower performance; (3) tfransaction size and
complexity; (4) covenant compliance; (5) collateral; and (6) expectation of repayment.

Note 7. Notes Payable - Long-term debt consisted of the following at December 31, 2012:

2012 2011

Community Development Notes, maturing
between October 1, 2010 through
May 1, 2019 some subject to prior redemption,
bearing stated interest at 0% to 3.00%,
payable annually $ 7,890,408 $ 8,185,407

Term Loans, maturing between
December 31, 2011 through October 23, 2022,
some subject to prior redemption, bearing
staied interest at 1.00% to 4.00%, payable
annually 10,199,000 9.582.058
Total Notes Payable $ 18089408 $ 17,767 465

13



PARTNERS FOR THE COMMON GOOD
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011

Note 7. Notes Payable (Continued)

Future maturities of long-term debt are as follows as of December 31, 2012;

Years Ending Development
December 31, Noies Term Loans Totals
2013 3 3,185,500 $ 1,100,000 $ 4,335,500
2014 1,560,000 3,090,000 4,650,000
2015 1,514,908 75,000 1,589,908
2016 835,000 1,200,000 2,035,000
2017 695,000 1,175,000 1,870,000
Thereafter 100,000 3,559,000 3,609,000

Totals  § 7,890,408 $ 10,199,000 $ 18.089.408

Note 8. Commitments - In December 2010, PCG signed a sub-lease agreement for office
space commencing on January 1, 2011 and expiring on March 31, 2016. The base

monthly rent under the lease is $5,417 increasing at six percent per year on the lease
anniversary date,

Future minimum lease payments under the operating lease as of December 31, 2012,
are as follows:

Year Ending

December 31,
2013 S 73,034
2014 77,416
2015 82,061
2016 21,746
Total 3 254 257

Rent expense for the years ended December 31, 2012 and 2011 was $683,253 and
$55,367, respectively.

Note 9. Temporarily Restricted Net Assets - Temporarily restricted net assets (restricted for
the purpose indicated) at December 31, 2012 and 2011 are as follows:

2012 2011
Restricted Grant from Community
Development Financial Institutions
Fund (financial assistance) $ 1,995,236 $ 1,750,000
Restricted Grant from Community
Development Financial Institutions
Fund (technical assistance) - 60,086
Totals $ 1995236 $ 1810086
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PARTNERS FOR THE COMMON GOOD
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2012

Federal Employer 1.D. # 36-4369806

Federal
CFDA Federal
Federal Granting Agency/Program Title Number Expenditures
U.5. Department of Treasury -
Community Development Financia! institutions Program 21.020 3 1,245,236
TOTAL 3 1,245,236
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PARTNERS FOR THE COMMON GOOD
NOTE TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2012

Note 1.  Basis of Presentation - The accompanying Schedule of Expenditures of Federal
Awards includes the Federal grant activity of Partners for the Common Good and is
presented on the accrual basis of accounting. The information in this schedule is in
accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some of the amounts
presented in this schedule may differ from amounts presented in, or used in the
preparation of the basic financial statements.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Partners for the Comman Good
Washington, D.C.

We have audited, in accordance with the 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, the financial
statements of Partners for the Common Good (a nonprofit organization), which comprise the
statement of financial position as of December 31, 2012, and the related statements of
activities, functional expenses and cash flows for the year ended, and the related notes to the
financial statements, and have issued our report thereon dated Aprit 30, 2013.

Internal Control over Financial Reporting

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

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.

Qur 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, as
defined above. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Partners for the Common Good's
financial statements are free of 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 this Repont

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 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
pUrposes.

%W + G, LLp

Rockville, Maryland
April 30, 2013
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Board of Directors
Partners for the Common Good
Washington, D.C.

Report on Compliance for Each Major Federal Program

We have audited Partners for the Common Good’s compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on each of Partners for the Common Good's major federal programs
for the year ended December 31, 2012. Partners for the Common Good's major federal
programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Partners for the Common
Good's major programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Pariners for the
Common Good'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 on compliance for each
major federal program. However, our audit does not provide a fegal determination of Partners
for the Common Good's compliance.

Opinion on Each Major Federal Program

In our opinion, Partners for the Common Good complied, in all material respects, with the
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, 2012.
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Internal Control Over Compliance

Management of Partners for the Common Good is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit, we considered Partners for the Common Good's
internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program 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
eifectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of Partners for the Common Good’s 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 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 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 first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal contro! over compliance that we consider to be material
weaknesses, However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of the internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

%W + (o, LA/O

Rockville, Maryland
April 30, 2013
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PARTNERS FOR THE COMMON GOOD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2012

A. Summary of Auditors’ Results

Financial Statements:

Type of auditors’ report issued: Ungualified

Internal control over financial reporting:

Material weakness(es) identified? Yes X _No
Significant deficiency(ies) identified that are
not considered to be material weakness(es)? Yes X _ No
Noncompliance material to financial statements noted? Yes X_No
Federal Awards:

internal control over major programs:

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

Type of auditors’ report issued on compliance
for major programs: Ungualified

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of Circular A-1337? Yes X _No

Identification of Major Programs:

CFDA Number(s) Name of Federal Program or Cluster

21.020 U.S, Department of Treasury-

Community Development Financial

Institutions Program

Dollar threshold used to distinguish
between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee? Yes A__No

27



PARTNERS FOR THE COMMON GOOD
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2012
B. Findings - Financial Statement Audit
1. There were no findings relative to the financial statement audit.

C. Findings and Questioned Costs - Major Federal Award Programs Audit
1. None

D. Prior Year Audit Findings

1. No prior year A-133 compliance audit required and therefore no A-133 audit was
conducted.
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