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, . Reznick Group, PC,
Reznick 525 N. Tryon Street
iid Group Suite 1000

ACCOUNTING « TAX = BUSINESS ADVISORY Charlotte, NC 28202
Tel: {704) 332-9100

INDEPENDENT AUDITORS’ REPORT

To the Members
Lune d’Or Enterprises, LLC and Subsidiaries

We have audited the accompanying consolidated balance sheets of Lune d’Or
Enterprises, LLC and Subsidiaries (the Company) as of December 31, 2009 and 2008, and the
related statements of operations, members’ equity (deficit) and cash flows for the years then
ended. These financial statements are the responsibility of the Company’s management. 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 audits to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting principles
- used and 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 consolidated financial statements referred to above present fairly, in -
all material respects, the financial position of Lune d’Or Enterprises, LLC and Subsidiaries as of
December 31, 2009 and 2008, and the results of its operations, members’ equity {deficit), and
cash flows for the years then ended, in conformity with accounting principles generally accepted
in the United States of America.

The report dated July 28, 2010 has been reissued to report a finding in internal contro
over financial reporting related to the 2009 consolidated financial statements. '

In accordance with Government Auditing Standards, we have also issued our report dated
July 28, 2010, on our consideration of the Company’s internal control over financial reporting
and on our tests of its compliance with certain provision 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
pro 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 and
should be considered in assessing the results of our audits.
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Our audits were conducted for the purpose of forming an opinion on the basic
consolidated financial statements taken as a whole. The supplemental information on pages 29
through 40 is presented for purposes of additional analysis and is not a required part of the basic
consolidated financial statements. Such information has been subjected to the auditing
procedures applied to the basic consolidated financial statements and, in our opinion, is fairly

stated in all material respects in relation to the basic consolidated financial statements taken as a
whole.

Charlotte, North Carolina ’ é ? é M + L

August 27, 2010
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Lune d’Or Enterprises, LLC and Subsidiaries

CONSOLIDATED BALANCE SHEETS

Deqember 31, 2009 and 2008

Current Assets
Cash and cash equivalents
Accounis receivable - tenant
Accounts receivable - other
Prepaid expenses

Total Current Assets

Restricted Deposits and Funded Reserves

Resident security deposits
Replacement reserve
Other escrows

Total Restricted Deposits and Funded Reserves

Rental Property
Buildings and improvements
Land improvements
Furniture, equipment and machinery
Construction in progress

Less accumulated depreciation
Total Rental Property
Other Noncurrent Assets
Loan fees
Tax credit monitoring fees
Prepaid ground lease
Other assets

Total Other Noncurrent Assets

Total Assets

ASSETS

2009 2008

$ 11,839,171 $ 22,630,152
41,092 31,124
479,495 208,947
56,266 732,398
12,416,024 23,602,621

\ ' 28.720° 7,305

168,698 -

2,193,120 2,838,170
2,390,538 2,845,475
33,184,209 33,184,209
4,860,619 4,263,262
880,539 880,539
20,518,379 8,542,864
59,443,746 46,870,874
(4,239,178) (2,920,251)
55.204,568 43,950,623
1,447,308 1,554,659
10,804 11,710
964,669 1,006,682
271,477 321,877
2,694,258 2,894,928

$ 72,705,388

. (continued)
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Lune d’Or Enterprises, LLC and Subsidiaries

CONSOLIDATED BALANCE SHEETS - CONTINUED

December 31, 2009 and 2008

LIABILITIES AND MEMBER’S EQUITY (DEFICIT)

Current Liabilities
Accounts payable
Construction costs payable
Accrued expenses
Asset management fee payable
Developer fee payable
Due to related party
Construction note payable to related party
Accrued interest payable to related party

Total Current Liabilities
Deposits and Prepaid Liability
Resident security deposits
Prepaid rent
Total Long-Term Liabilities
Long-Term Liabilities

Notes payable - related party
Accrued interest payable

Total Long-Term Liabilities

Equity (deficit)
Member’s equity (deficit)
Noncontrolling interest
Total equity (deficit)

- Total Liabilities and Member’s Equity (Deficit)

2009 2008
$ 69367 $ 61,962
- 742,832
469,665 236,302
23,305 9,664
2,186,110 2,186,110
5,189,391 4,732,862
25,344,940 25,344,940
8,577,149 5,535,757
41,859,927 38,850,429
26,620 25,767
5,397 7,385
32,017 33,152
37,779,894 38,422,969
2,501,130 949 476
40,281,024 39,372,445
591,769 416,471
(10,059,349) (5,378,850)
(9,467,580) (4,962,379)

$ 72,705,388

$ 73,293,647

See notes to conselidated financial statements
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Lune ¢”Or Enterprises, LLC and Subsidiaries
CONSOLIDATED ST AT-EMENTS QF OPERATIONS

Years ended December 31, 2009 and 2008

2009 2008

Revenue
Rental income _ $ 1,533,804 § 1,264,609
Vacancies and concessions (80,862) -
Other operating income : ' 335,626 34,557
Total Revenue 1,788,568 1,299,166
Operating Expenses
Salaries and employee benefits 445,755 252,763
Repairs and maintenance ) 500,249 155,100
Utilities : 258,094 187,706
Property management fee 101,539 46,698
Property insurance ] 414,214 195,032
Miscellaneous operating expenses 147,312 166,797
Total Operating Expenses 1,867,163 1,004,096
Net Operating Income (Loss) (78,595) 295,070
Other Income {Expense)
Interest income 18,925 459,161
Interest expense (3,140,580) (2,672,780)
Other financial income {expense) (2,149) {5,524)
Miscelianeous other income {expense) (50,872) 845,209
Annual fee to affiliate of limited partner (13,661) (5,524)
Gain (loss) disposal of assets 188,915 (324,430)
Depreciation (1,318,927) (1,340,494)
Amortization {108,257) (112,156)
Total Other Income (Expenses) (4,426,606) (3,156,538
Net Income (Loss) {4,505,201) (2,861,468)
Non-controlling interest ©(4,680,499) (2,651,597)

Net Income (Loss) Attributable to Lune d’Ore Enterprises, LLC 5 175,298 $ !209,871 )

4

See notes to consolidated financial statements
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Lune d’Or Enterprises, LLC and Subsidiaries

CONSOLIDATED STATEMENTS OF EQUITY

Years ended December 31, 2009 and 2008

Balance January 1, 2008, as previously reported $

To account for equity interest in limited liability

companies

To recognize forgiveness of related party note

payable

To reclass equity contribution receivable

Balance January 1, 2008, as restated

Net Income (Loss)
Balance December 31, 2008
" Net Income (Loss})

Balance December 31, 2009

Member’s Noncontrolling
Equity Interest Total

(2,552,769) % - (2,552,769)
271,615 (2,727,253) (2.,455,638)

2,907,596 - 2,907,596
(100} - (100}
626,342 (2,727,253) (2,100,911)
{209,871) (2,651,597) (2,861,468)
416471 (5,378,850) (4,962,379)
175,298 (4,680,499) (4,505,201)

$ 591,769

§ (10,059,349) $§ (9,467,580)

See notes to consolidated financial statements

-8.




Lune d’Or Enterprises, LLC and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 2009 and 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income (loss) to net cash
provided (used) by operating activities
Depreciation
Amortization
(Gain) loss on disposal of assets
Changes in assets and liabilities that provided (used) cash:
Accounts receivable - tenant
Accounts receivable - other
Prepaid expenses
Tenant security deposits, net
Other assets
Accounts payable
Accrued expenses
Asset management fee payable
Prepaid rent
Accrued interest payable to related party

. Net cash provided (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment
Replacement reserve, net
Other escrows, net
Construction cost payable, net

Net cash provided (used) by investing activities

(continued)
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2008

2009

$ (4,505,201)

$ (2,861,468)

1,318,927 1,340,494
108,257 112,156
(188,915) 324,430
(9,968) 3,700
(270,548) (125,697)
718,145 (273,329)
(20,562) (2,486)
50,400 (50,400)
7,405 178,337
233,363 96,362
13,641 (36,686)
(1,988) 6,753
2,549,784 2,668,965
2,740 1,381,131
(10,340,695)  (25,298,524)
(168,698) -
645,050 59,959
(742,832) (2,668,996)
(10,607,175)  (27,907,561)




Lune d’Or Enterprises, LLC and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS - CONTINUED

Years ended December 31, 2009 and 2008

CASH FLOWS FROM FINANCING ACTIVITIES
Notes payable - related party
Due to related parties, net

Net cash provided (used) by financing activities
Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosures of cash flow information:
Cash paid for interest

Supplemental disclosure of noncash investing and financing
information:
Interest capitalized

Gain (loss) on disposal of assets:
Notes payable - related party, net of cash paid of $0 and
$46,304,923 in 2009 and 2008, respectively
Accrued interest payable
Accounts payable
Prepaid ground lease
- Development costs

2009 2008
(643,075) 15,566,664
456,529 214,408
(186,546) 15,781,072

(10,790,981)  (10,745,358)
22,630,152 33,375,510

$ 11,839,171 _$ 22.630,152

$ 59079 $ 436,738

$ 2043262 § :

$ (2,045311)  §(25,133,662)
(590,796) (432,923)
(1,608) (221,812)
379,938 2,105,988
2,068.862 24,006,839

$  (188915) § 324430

See notes to consolidated financial statements
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Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2009 and 2008

NOTE 1 - ORGANIZATION AND NATURE OF OPERATIONS

Organization

Lune d’Or Enterprises, LLC (“Lune d’Or”) and Subsidiaries (collectively referred to as the
“Company”), a Louisiana limited liability company, was formed in March 2004. The Company was
organized to acquire, finance, redevelop, rehabilitate and construct affordable housing as a for-profit
subsidiary on behalf of Crescent Affordable Housing Corporation, the sole member (CAHC).

Pursuant to the Company’s operating agreement, CAHC is required to provide capital contributions
to the Company totaling $100. As of December 31, 2009, the contribution has not been paid.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Lune d’Or and
investments in limited liability companies in which Lune d’Or has a controlling interest.
Additionally, the consolidated financial statements include the accounts of 3 limited liability
companies in which Lune d’Or has a .01 percent interest. These entities are included in the
consolidation according to generally accepted accounting principles which require that partnership
accounts be consolidated for all limited partnerships which are deemed to be controlled by Lune
d’Or. All significant intercompany transactions have been eliminated in the consolidation. The
limited liability companies included in the consolidation are as follows:

Entity Percentage Ownership

Fischer IV-3, LLC 100.00%
Guste Ilb, L1.C 100.00%
BW Cooper I, LLC 100.00%
Imperial I, LLC 100.00%
Imperial II, LLC 100.00%
Florida Ila, LL.C L 100.00%
General Ogden, LLC 100.00%
Tchoupitoulas, LLC 100.00%
Mazant Royal, LLC 100.00%
CJ Peete 1, LLC 100.00%
ClJ Peete I, LLC 100.00%
St. Bernard [, LLC 100.00%
Fischer I, LLC 0.01%

Fischer III, LLC 0.01%

Guste I, LLC 0.01%

=11 -



Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

CJ Peete I, LLC, CJ Peete I, LLC, and St. Bernard I, LL.C were reorganized in December 2008 and
Lune d’Or no longer has any interest or controls the operations of those entities. The operations of
the three entities are included in the consolidated financial statements for the year ended
December 31, 2008.

Fischer 1V-3, LLC, Guste IIb, LLC, Imperial I, LLC, Imperial II, LLC, General Ogden, LLC,
Tchoupltoulas, LLC and Mazant Royal, LLC were dissolved as of December 31, 2009.

Lune d’Or is a component unit of the Housing Authority of New Orleans (“HANO™) under the
requirements of Governmental Accounting Standards Board Statement No. 14, (“The Financial
Reporting Entity”). Lune d’Or is presented as a blended component unit of HANO as. there is a
financial benefit/burden relationship with HANO.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash Equivalents

For purposes of the statements of cash flows, the Company considers all cash balances and highly
liquid investments purchased with a maturity of three months or less to be cash equivalents.

Tenant Receivables

Tenant receivables are charged to bad debt expense when they are determined to be uncollectible
based on a periodic review of the accounts by management. Accounting principles generally
accepted in the United States of America require that the allowance method be used to recognize bad
debts; however, the effect of using the direct write-off method is not materially different from the
results that would have been obtained under the allowance method.

Deferred Financing' Fees

Financing fees are amortized over the term of the loan using the straight-line method. Accounting
principles generally accepted in the United States of America require that the effective yield method
be used to amortize financing costs; however, the effect of using the straight-line method is not
materially different from the results that would have been obtained under the effective yield method.

Tax credit monitoring fees are being amortized using the straight-line method over the fifteen- year
tax credit compliance period.

Amortization expense for the years ended December 31, 2009 and 2008 was $108 257 and $112,156,
respectively.

-12-



Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

Estimated amortization expense for each of the ensuing years and thereafier is as follows:

Fischer I, LLC Fischer 11, LLC Guste I, LLC Total
2010 $ 133 5 38,464 $ 69,960 5 108,557
2011 133 38,464 69,960 108,557
2012 133 ' 38,464 69,960 108,557
2013 133 38,454 69,960 108,557
2014 133 38,464 69,960 108,557 .
Thereafter 858 346,918 567,551 915,327

$ 1,523 - § 539,238 $ 917,351 $ 1,458,112

Rental Property

Rental property is recorded at cost. Depreciation of rental property is combuted primarily using the
following methods and estimated useful lives:

Useful Lives Method
Building 40 years Straight-line
Land and improvements 20 years Declining balance
Furniture and equipment 10 years Declining balance

Impairment of Long-Lived Assets

The Company reviews its rental property for impairment whenever events or changes in
circumstances indicate that the carrying value of an asset may not be recoverable. When recovery is
reviewed, if the undiscounted cash flows estimated to be generated by the property are less than its
carrying amount, management compares the carrying amount of the property to its fair value in order
to determine whether an impairment loss has occurred. The amount of the impairment loss is equal
to the excess of the asset’s carrying value over its estimated fair value. No impairment loss has been
recognized during the years ended December 31, 2009 and 2008.

Rental Income
Rental income is recognized as rentals become due. Rental payments received in advance are

deferred until earned. All leases between the Company and the tenants of the property are operating
leases. '

Adbvertising Costs

The Company’s policy is to expense advertising costs when incurred.

-13 -




Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

Income Taxes

The Company has elected to be treated as a pass-through entity for income tax purposes and, as
such, is not subject to income taxes. Rather, all items of taxable income, deductions and tax credits
are passed through to and are reported by its owners on their respective income tax returns. The
Company’s federal tax status as a pass-through entity is based on its legal status as a single-member
limited liability company. Accordingly, Lune d’Or is not required to take any tax positions in order
to qualify as a pass-through entity. Guste I, LLC, Fischer I, LLC and Fischer III, LLC are required to
file and do file tax returns with the Internal Revenue Service and other taxing authorities.
Accordingly, these financial statements do not reflect a provision for income taxes and the Company
has no other tax positions which must be considered for disclosure.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Economic Concentrations

Fischer I, LLC, Fischer 1lI, LLC and Guste I, LLC each operates one property in New Orleans,
Louisiana. Future operations could be affected by changes in economic or other conditions in that
geographical area or by changes in federal low-income housing subsidies or the demand for such
housing. '

Noncontrolling interest

Interests held by investor members in limited liability companies consolidated by Lune d’Or are
reflected in noncontrolling interest on the consolidated financial statements. Non-controlling interest
represents the 99.99 percent share of the underlying equity of Fischer I, LLC, Fischer IIl, LLC and
Guste I, LLC, not owned by Lune d’Or Enterprises, LLC.

Newly Adopted Accounting Principles

During the year ended December 31, 2009, the Company adopted a new accounting principle for
noncontrolling interest. Noncontrolling interest was reclassified to equity and consolidated net loss
as adjusted to include net loss attributable to noncontrolling interest. The new accounting principle
was retrospectively applied to 2008.

-14-



Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued the Accounting Standards
Codification (Codification). Effective July 1, 2009, the Codification is the single source of
authoritative accounting principles recognized by the FASB to be applied by non-governmental
entities in the preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America (GAAP). The Codification is intended to reorganize,
rather than change, existing GAAP. Accordingly, all references to currently existing GAAP have’
been removed and have been replaced with plain English explanations of the Company’s accounting
policies. The adoption of the Codification did not have a material impact on the Company’s
financial position or results of operations.

NOTE 3 - RESTRICTED CASH
Restricted Cash

Pursuant to the construction loan agreement between HANO and Guste I, LLC, Fischer I, LLC and
Fischer III, LLC, HANO established a cash collateral account which is used to deposit the proceeds
of the respective construction loans. As of December 31, 2009 and 2008, the balance of the restricted
caslg was $2,193,120 and $2,838,170, respectively.

The above funds are in a money market account and are stated at fair value. The fair value of these
instruments is determined using a three-tier fair value hierarchy. Based on this hierarchy, fair value
is determined using quoted market prices, a Level 1 or an observable input. At December 31, 2009
and 2008, the fair value approximated the carrying value.

Replacement Reserve

Pursuant to the Operating Agreement, Guste I, LLC is required to make monthly deposits to a
reserve for replacements account for use in funding maintenance and replacement costs. Required
monthly deposits are required in the amount of $2,416, increasing annually by the Consumer Price
Index commencing on the completion date. As of December 31, 2009 and 2008, no amounts had
been funded.

Pursuant to the Operating Agreement, Fischer I, LLC shall establish a reserve account for capital
replacements, funded by monthly deposits of $417, increasing annually by the Consumer Price Index
commencing on the completion date. As of December 31, 2009 and 2008, the replacement reserve
balance was $45,879 and $0, respectively.

Pursuant to the Operating Agreement, Fischer III, LLC shall establish a reserve account for capital
replacements, funded by monthly deposits of $2,416, increasing annually by the Consumer Price
Index commencing on the completion date. As of December 31, 2009 and 2008, the replacement
reserve balance was $122,819 and $0, respectively.

-15-




Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

NOTE 4 - RELATED PARTY TRANSACTIONS

Operating Subsid

Guste I, LLC received rental subsidy from HANO amounting to $208,953 and $208,947 during 2009
and 2008, respectively. In addition, the Guste I, LLC received a reimbursement for certain other cost
incurred of $286,526 and $0 during the years ended December 31, 2009 and 2008, respectively,
which is included in other operating income in the statements of operations. Total due from HANO
as a result of the operating subsidy and contract subsidy from HUD was $479,495 and $208,947 at
December 31, 2009 and 2008, respectively.

Developer Agreement

Guste I, LLC, Fischer 1, LLC and Fischer 11, LLC entered into a development agreement with
CAHC. The agreement provides for development fee and overhead for services in connection with
the development of each Project and supervision of the construction. Development fees are earned
based upon the occurrence of certain events, as defined, during development and construction. Total
developer fees are as follows:

Total . Amount Earned

Development Fee and Payable
Guste I, LLC $ 1,199,510  § 899,510
Fischer I, LLC 279,026 231,036
Fischer HII, LLC 1,355,564 1,055,564
$ 2,834,100 2,186,110
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Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

Asset Management Fee

Pursuant to the Operating Agreement, the Investor Member of Guste I, LLC, Fischer I, LLC and
Fischer III, LLC shall earn an annual, cumulative fee. The fee is adjusted each year for the changes
in the Consumer Price Index. Total fees earned and payable as of December 31, 2009 and 2008 and
for the years then ended is as follows:

2009 ' 2008
Fees Earned Amount Payable Fees Earned Amount Payable
Guste [, LLC $ 5,487 $ 5,487 $ - 5 -
Fischer [, LLC 2,500 - 2,500 - -
Fischer III, LLC 5,674 15,318 5,524 9,664
3 13,661 $ 23,305 $ 5,524 $ 9,664

Due to HANO

During 2006 through 2008, the Company incurred costs due to HANQO. The advances related to the
miscellaneous costs associated with the construction and operations of various projects. The
advances do not bear interest and are to be paid from any remaining mortgage proceeds, capital
contributions, and cash flow. As of December 31, 2009 and 2008, advances totaling $4,581,602 and
$4,683,794, respectively, is payable to HANO and is included in due to related party in the
accompanying consolidated balance sheets.

City Grant Funds due to HANO

The Company received from HANO advances from a City of New Orleans grant in 2008. During
2009, it was discovered that a portion of the funds were not qualified costs under the grant and are
due back to HANO. The balance due to HANO at-December 31, 2009 is $558,901. The amount is
included in due to related party and is payable out of the other escrow deposits.

Management Fees

Fischer III, LLC incurred management fees due to HANO prior to 2008 of which the outstanding
balance of $48,880 remains payable at December 31, 2009 and 2008 and are included in due to
related party in the accompanying consolidated balance sheets.
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Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

NOTE 5 - CONSTRUCTION NOTES PAYABLE .

Guste [ LLC

In December 2003, Guste I, LLC entered into a financing agreement with HANO to use the proceeds
from the issuance of Capital Fund Program Revenue Bonds for the construction and development of
the Project and payment of bond redemption. The principal amount of the-note was $13,189,372. In
January 2005, Guste I, LLC entered into a new financing agreement in the amount of $10,643,312
with HANO. The loan bears interest at 3 percent with both the unpaid principal and interest due and
payable on February 1, 2007. The note is in default and the interest rate has increased to 12 percent.
Outstanding principal as of December 31, 2009 and 2008 was $10,634,312 for both years. For the
years ended December 31, 2009 and 2008, Guste I, LLC incurred interest in the amount of
$1,276,117 for both years. Accrued interest was $2,538,940 and $1,262,823, respectively.

The construction mortgage note will become permanent when the final equity payment is received
from the Investor Member. During 2010, HANO will modify and extend the mortgage note,
reducing the interest rate to 3 percent, with a maturity date of August 31, 2011.

Fischer III, LLC

In December 2003, Fischer IlI, LLC entered into a financing agreement with HANO to use the
proceeds from the issuance of Capital Fund Program Revenue Bonds for the construction and
development of the Project and payment of bond redemption, The principal amount of the note was
$13,634,195. In January 2005, Fischer III, LLC entered into a new financing agreement in the
amount of $14,710,628 with HANO. The loan bears interest at 3 percent with both the unpaid
principal and interest due and payable on February 1, 2007. The note is in default and the interest
rate has increased to 12 percent. Qutstanding principal as of December 31, 2009 and 2008 was
$14,710,628 for both years. For the years ended December 31, 2009 and 2008, Fischer Iil, LLC
incurred interest in the amount of $1,765,276 and $1,765,275, respectively. Accrued interest was
$6,038,209 and $4,272,934, respectively.

The construction mortgage note will become permanent when the final equity payment is received

from the Investor Member. During 2010, HANO will modify and extend the mortgage note,
reducing the interest rate to 3 percent, with a maturity date of August 31, 2011.
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Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

NOTE 6 - NOTES PAYABLE - RELATED PARTY
Notes payable to HANO consists of the following at December 31, 2009 and 2008:

2009 2008

Guste I, LLC
In November 2006, a supplemental loan in the amount

of $2,939,498 was obtained from HANO. The
supplemental loan does not bear interest. The entire
amount of unpaid principal "is due and payable on
November 1, 2061. $ 2939498 § 2,939,498
In January 20U, a construction loan in the amount ot
$248,999 was obtained from HANO. The construction
loan accrues interest at 3 percent with both the unpaid
principal and interest due on January 31, 2060. For the
~ years ended December 31, 2009 and 2008, interest
incurred interest was $7,470 for both years. Accrued
interest was $37,039 and $29,569 at December 31, 2009
and 2008, respectively. 248,999 248,999
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Lune d’Or Enterprises, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

Fischer I, LLC

During 2005, a Capital Funds Note was obtained from
HANO to provide financing for the development of the
Project. During 2007, there was an addition to the
balance of this loan when HANO reimbursed JPMorgan
Chase Bank for an outstanding construction loan, The
loan bears interest at the long term applicable federal
rate, which was 4.68 percent at the time the loan was
funded, and is collateralized by the Project. All unpaid
principal and interest is due on January 31, 2060, and
payments on the loan are to be made from surplus cash.
Interest incurred during the years ended December 31,
2009 and 2008 was $72,753 for both years. Accrued
interest payable as of December 31, 2009 is $203,238
and $125,208, respectively.

On January 20, 2005, a Program Income Construction
Mortgage Note was obtained from HANO in the amount
of $196,300. The loan was obtained in connection with
the financing of the acquisition, development, and
construction of the Projects, and bears interest annually
at the long term applicable federal rate, which was 4,76
percent at the time the loan was funded. The loan is
collateralized by the Project, and the entire amount of
unpaid principal and interest is due and payable on
January 31, 2060. Interest incurred during the years
ended December 31, 2009 and 2008 was $11,198 for
both years. Accrued interest payable as of December 31,
2009 and 2008 is $50,152 and $38,186, respectively.

-20 -

2009 2008
1,424,059 1,424,059
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Lune d’Or Enterprises, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

On November 1, 2006, a Supplemental Loan was
obtained from HANO in the amount of $130,000. The
loan bears no interest and is collateralized by the
Project. All unpaid principal is due on November 1,
2061, and payments on the loan are to be made from
surplus cash.

On November 16, 2005, an Affordable Housing
Program Loan was obtained from HANO in the amount
of $100,000, to assist with financing the Project. The
loan bears no interest, and is collateralized by the
Project. The loan matures fifteen years from completion
of the Project, which occurred on May 27, 2006. The
Affordable Housing Program Loan is payable from
remaining mortgage proceeds, capital contributions, and
available cash flow from the Project.

Fischer ITL, LLC
On November 1, 2006, a Suppiemental Loan was

obtained with HANO in the amount of $3,064,919. The
loan bears no interest and is collateralized by the
Project. All unpaid principal is due on November 1,
2061, and payments on the loan are to be made from
surplus cash.

On November 16, 2005, an Affordable Housing
Program Loan) was obtained HANO, in the amount of
$350,000, to assist the Company in financing the
Project. The loan bears no interest, is collateralized by
the Project, and is payable from remaining mortgage
proceeds, capital contributions, and available cash flows
from the Project. The loan will be maintained for 15
years from the date of Project completion.

-21-
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Lune d’Or Enterprises, LLC and Subsidiaries

_NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

In November 2005, a Program Income Loan was
obtained HANO, in the amount of $344,314. The loan
was obtained in connection with the financing of the
acquisition, development, and construction ofthe
Project, is collateralized by the Project, and accrues
interest at 0.5 percent. The loan is due January 2, 1060
and payments are to be made from cash flow as defined
by the Operating Agreement. Interest incurred during the
years ended December 31, 2009 and 2008 was $1,722
for both years. Accrued interest at December 31, 2009
and 2008 as $8,514 and $6,792, respectively.

B. W. Cooper 1, LL.C

Developer services agreement obtained from HANO in
the maximum original amount of $10,926,688. The note
will become due based on certain events that occur
during construction. The note will accrue interest
monthly at a rate of 4.89 percent. Unpaid principal and
accrued interest will be due as close to the date the
amounts are earned by HANO as possible; all unpaid
principal will be due at maturity on December 31, 2019.
On October 6, 2008 HANO advanced $20,130,056 to
B.W. Cooper I, LLC in order to fund predevelopment,
demolition and infrastructure expenses for the
development of mixed finance housing. Interest cost of
$2,043,262 and $158,925 during 2009 and 2008,
respectively was capitalized. Accrued interest was
$2,202,187 and $158,925 at December 31, 2009 and
2008, respectively. '

Other notes payable forgiven by HANO upon closing of
certain limited liability companies in 2009.
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2009 2008
344,314 344,314
28,981,805 27,579,569
- 2,045,311

$ 37,779,894
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Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

NOTE 8 - MANAGEMENT AGREEMENT

Guste I, LLC

Guste I, LLC has entered into a management agreement with Guste Homes Resident Management
Corporation for a monthly management fee equal to $23.50 per each occupied unit per month, and
Alpha-Barnes Real Estate Services for a monthly compliance fee equal to $11.50 per each occupied
unit per month for Section 42 certification, leasing up and training. The compliance fee was
discontinued in January 2009. For the year ended December 31, 2009, $60,499 was charged to
operations, of which no amounts remain payable. As no management fee was charged in prior

periods, the amounts charged to operations for 2009 were from lease-up through December 31,
2009.

Fischer I. LL.C

Fischer I, LLC entered into a management agreement with Latter & Blum Property Management,
Inc., in connection with the management of the rental operations of the Project. The Property
Management Fee is calculated in the amount of $30 per occupied unit per month for which rent is
actually received. For the years ended December 31, 2009 and 2008, $6,570 and $7,300,
respectively, has been charged to operations and has been paid.

Fischer III, LLC

Fischer lI[, LLC entered into a management agreement with Latter & Blum Property Management,
Inc., in connection with the management of the rental operations of the Project. The Property
Management Fee is calculated in the amount of $30 per occupied unit per month for which rent is
actually received. For the years ended December 31, 2009 and 2008, $34,470 and $39,398,
respectively, has been charged to operations and has been paid.

NOTE 9 - CONCENTRATION OF CREDIT RISK

The Company maintains it cash and cash equivalents with financial institutions. Cash balances are
insured by the Federal Deposit Insurance Corporation up to $250,000 in each financial institution, At
times, these balances may exceed the federal insurance limits; however, the Company has not
experienced any losses with respect to its bank balances in excess of government provided
insurance. Management believes that no significant concentration of credit risk exists with respect to
these balances at December 31, 2009 and 2008.
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Lune d’Or Enterprises, LLC and Subsidiaries
~ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

NOTE 10 - GROUND LEASE

Guste [ LLC

On December 30, 2003, Guste I, LLC entered into an 89-year ground lease with HANO. In
consideration of a $41,979 lump sum payment from Guste I, LLC on January 20, 2003, the payment
obligations have been fully satisfied and discharged. As of December 31, 2009 and 2008, the prepaid
ground lease was $39,149 and $39,621, respectively.

Fischer I, LLC

Fischer I, LLC entered into a ground lease with HANO. Fischer I, LLC is bound by the
responsibilities and obligations of the ground lease. Under the ground lease, annual rent of $10 is
due and payable for each lease year in advance on the first day of each lease year. The lease term
ends at the latest to occur of (1) the expiration of the minimum period during which the Public
Housing Units are required by law to be operated as public housing, (2) 40 years from the date the
Project becomes available for occupancy, and (3) 89 years. The lease also has provisions extending
the ground lease, but in no event will the lease extend beyond 95 years.

Fischer III, LLC

On December 30, 2003, Fischer III, LLC entered into an 89-year ground lease (the “Ground Lease™)
with HANQ, In consideration of a $41,979 lump sum payment from Fischer III on January 20, 2005,
the payment obligations have been fully satisfied and discharged. As of December 31, 2009 and
2008, the prepaid ground lease was $39,156 and $19,333, respectively.

B.W. Cooper I, LLC

On September 24, 2007, B.W. Cooper I, LLC entered into a 99-year ground lease (the “Ground
Lease™) with HANO. A payment of $1,050,000 was paid and is being amortized using the straight-
line basis. In addition, an annual rent of $10 is due. As of December 31, 2009 and 2008, the prepaid
ground lease was $886,364 and $947,728, respectively.

NOTE 11 - CONTINGENCIES

Tax Credits

For Guste 1, LLC, Fischer I, LLC, and Fischer 11, LLC, the low -income housing credits are
contingent on the ability to maintain compliance with applicable sections of Section 42. Failure to
maintain compliance with occupant eligibility, and/or unit gross rent or to correct non-compliance
within a specified time period could result in recapture of previously taken tax credits plus interest.

In addition, such potential non-compliance may require an adjustment to the contributed capital by
the Investor Limited Partner of each entity,
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Lune d’Or Enterprises, LLC and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

NOTE 12 - SUBSEQUENT EVENTS

Events that occur after the balance sheet date but before the consolidated financial statements were
issued must be evaluated for recognition or disclosure. The effects of subsequent events that provide
evidence about conditions that existed at the balance sheet date are recognized in the accompanying
consolidated financial statements. Subsequent events which provide evidence about conditions that
existed after the balance sheet date require disclosure in the accompanying notes. Management
evaluated the activity of the Company through July 28, 2010 and concluded that no subsequent
events have occurred that would require recognition in the consolidated financial statements or
disclosure in the notes to the consolidated financial statements.

NOTE 13 - PRIOR PERIOD ADJUSTMENT

It was determined that in 2007, the consolidated financial statements should have included certain
limited liability companies in which Lune d’Or has a controlling interest. The effect of the change
was to increase member’s equity by $271,615.

A wholly-owned subsidiary of Lune d’Or had a note payable to HANO that was forgiven as of
December 31, 2007. The note was incorrectly shown as a note payable in the 2007 consolidated
financial statements. The effect of the change was to increase member’s equity by $2,907,596.

In addition, CAHC had not made its member contribution as of December 31, 2007, The amount
was incorrectly shown as a receivable and member contribution in the 2007 consolidated financial
statements. The effect of the change was to reduce member’s equity by $100.
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- Lune d’Or Enterprises, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

The total effect on the financial statements as of December 31, 2007 and for the year then ended is

reflected below:

Current Assets _
Cash and cash equivalents
Accounts receivable - tenant
Accounts receivable - other
Prepaid expenses

Total Current Assets
Restricted cash
Rental Property .
Buildings and improvements
Land improvements
Furniture, equipment and machinery
Construction in progress
Less accumulated depreciation
Total Rental Property
Other Noncurrent Assets
Loan fees
Tax credit monitoring fees
Prepaid ground lease
Other assets
Total Other Noncurrent Assets

Total Assets

-26 -

Balance

December 31, Balance

2007, as | December 31,
previously 2007, as
presented Adjustment restated

$ 23,718 $33,143,792  $ 33,375,510

- 34,824 34,824

83,350 {100) 83,250

40,170 627,565 667,735

355,238 33,806,081 34,161,319

- 2,868,129 2,898,129

- 35,473,760 35,473,760

- 1,842,883 1,842,883

- 870,178 870,178

- 7,392,367 7,392,367

- 45,579,188 45,579,188

- (1,579,776) (1,579,776)

- 43,999,412 43,999,412

- 1,665,929 1,665,929

- 12,616 12,616

- 2,904,004 2,904,004

- 271,477 271,477

- 4,854,026 4,854,026

$ 355238  § 85,557,648  § 85,912,886




Lune d’Or Enterprises, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2009 and 2008

Current Liabilities
Accounts payable
Construction costs payable
Accrued expenses
. Asset management fee payable
Developer fee payable
Due to related parties
Construction note payable to related party
Accrued interest payable to related party

Total Current Liabilities
Deposits and Prepaid Liability
Resident security deposits
Prepaid rent
Total Deposits and Prepaid Liability
Long-Term Liabilities
Notes payable - related party
Accrued interest payable
Total Long-Term Liabilities
Equity (deficit)
Member’s equity (deficit)

Noncantrolling interest

Total equity {deficit)

Total Liabilities and Members® Equity (Deficit)

Balance
December 31, Balance
2007, as December 31,
previously 2007, as
presented Adjustment restated
$ - $ 105437 § 105437
- 3,411,828 3,411,828
411 139,529 139,940
- 46,350 46,350
- 2,186,110 2,186,110
2,907,596 1,610,858 4,518,454
- 25,344,940 25,344,540
- 3,451,502 3,451,502
2,908,007 36,296,554 39,204,561
- 20,948 20,948
- 632 632
- 21,580 21,580
- 47,989,967 47,989,967
- 797,689 797,689
- 48,787.656 48,787,656
- (2,552,769) 3,179,111 626,342
- (2,727,253)  (2,727.253)
(2,552,769) 451,858 {2,100,911)
$ 355238 $85557648 §85512,886




SUPPLEMENTAL INFORMATION



IQNI

8LP061'1E $ - 5 CEOPLL'LT § - 179°600°07 § 6E8°0I8'E § LToly  § §1a55Y R0
$9£'08% - 005°956 - P6E'8LS €81 LLVILT SISSSY JUAMNIUCN J3I0) [R10L
- - - - - - LLVILT 519SSE ISYI0
- ¥or'ose - ) 6v1'6E - 951°6€ - - ase3| pimoid predaig
- - - - - 1826 £zs'l - §33) Junoluow 1IPa1I Xe L
- - - 1se'L16 o= L56'6TS I - . $33] UBO]
S35V JUALINOUON 19410
- 6LE°815°0T - R165°C1 - 869°8LL LI 659°SIEC - Apadorg musy fe10L
- - ] - (£65°6LE°1) - (67¢'1L'T) (9c7'2sp) - uonerdardap pare[MIUNIdE 5537
- 6LE'BIS'0Z - SEXILEFI - LTO'051°0T SO6'C08°E -
- 6LE°815°0T - - - - - - ssarfold ur vonannsuo)
- - - . 008°182 - pIi'zes §29°99 - Asaurysew pue wuawdmbs ‘armgrimg
- - - LT I0V'T - 064" L61°T Sve'19T syeauraaozdun pue
- - - £55'88T°CT1 - LIV'OTY'LL SEF'SLY'E - sjumwasosdun pue sSurpjmg
Apadoig ey
- - - ozH'lITT - FIr'Igl ¥69'L¥ - $3A4553Y Papun pue spusoda] paomsay 0],
- - - 0ZI't61'T - - - - SMOIISA 13I0)
- - - - - 618'ZC1 6L8'SY - aazasal Jaaerday
- - - 00£°81 - §09°s s18°1 - spsedap Amass JuapIsay
S3AISIY papum,] pue s1isoda(] pyoLsyy
. SEL'SRL'G - CLTYION - S011Z5°1 £L6'SYY 0SL'8EL S1assy jaLm)) @10,
- - - - - : 11648 - - Kured parejal woy angg
- - - £LR'ET - L¥¥'9T SP6'S - sasuadxa predarg
- - : - SoV6LY - - - 052'8¢1 1310 = J]qRATIS3] SUNOIIY
- - - 651°CI - 0£0'8T £06 - Jueua) - 3|qRAT23 SIUN0IYY
- §  seL'sel's 8 - 3 9t 6V ) - $ L16'988 5 pTl'6ty  § - $ sjuafeanba ysed pue yse
SIASSY uaLn))
11 o711 IR TERTS DTI 1D oT1 IDTT NI 8YsTY T 'T 39yasiyg 11
‘1 repaduy ‘112d00D md *g-AT 1281 ‘sasudiatug
10,p un
600T ‘1€ 1Rquisdaq

LITHS HONVIVH ONILVAITOSNOD

sauelpisqng pue D ‘sasnpdisyug 10p sung -




lcml

38C°SOL'TL 8

(ior'81L) §

- $ - $ - s - $

6F9'3TC  §

8STH69'T

LLYTLT
699'F96
$08'01
S0E°LEP']

895°40T°sS

(BLI'6ET')
oL P65

6LE815°0T
6£5°08%
619'098°¢
60Z'PBI'EE

2£5°06E°T

0TI'esl'T
860°891
0TL'8T

$TO9IL'TL

Torsio

[TCET#4

99795
S6¥ 6Ly
60°1

ILU6E8°T1 &

(11L'6L8)
(osL'scD)

- s

- I s - s

6r0'8Zz  §

TeioL

SUORTUNUIH

271 'wepdp
feiauzn

o211
‘I1 reuadur

11
‘ehoy wezep

oay!
‘sejnondnoya ],

600T ‘1€ I2quiddagg

TANNLLNOD - LITHS FJONVTVE DNLLVAI'TOSNOD

saeIpisqns pue )77 ‘sasudierug JO.p un

11
‘B[ wpHOLd

SI955Y [EI0L
$1355Y JUALMIVON, ISYI) [E10]

S}2SSE I
a5e2] puncud predaig
533) BuLtojruows pam xe ],
539} UEDT]

19SSy JUSLMIUON IO

Apadoag ey e,
uoneiardap paremunase ssa7

ssarfoud ur uononnsuoy)

Arunzew pue wawdmba “amyum g

spsuraaoadur pue

syuataaAosdun pue sSurping
Apadoag sy

SaAazasTy papuny pue snsodaq poinsay 0L

SMOIIS2 11D
aalasal Jsuare)day
spisodap Alumaas JapIssy
SIAI35Y papum ] pue siisoda(q pajansad

SISSSY JUaLm)) 1ejo ]

£red pareas woy anq

sasuadxa predaig

JOI0 - 3qRATSM SRMODIY

JUeus) - AGRAIII SIUNODOY

sluseamba ysea pue ysey
Sjassy paump




1—Ml

- s sposl'lE § - $  SEOVLLL 8 - s 12960002 §  6¢8°018°C §  LIT0ly S
- (101'9) - (0LS'1£8°T) - (08¥'195°L) S69'ZLE LTT 0¥
- (1o1°ot) - (0£5°128°2) - (08t°195°L) S69°TLE LTTOlY
- T66'C81°1E - 9£5'6TTE - LbL'toL'e 6PL€01°T -
- 181207 - 6E0°LE - ¥is's 06£°€5T -
- S08'[86°8T - LEY'881'E - CET6SL'E 655'068°1 -
- - - 00291 - 908°¢1 10T -
- - - - - 107°s 961 -
- - - 00T'91 - 509'8 SI8'1 -
- L85°T5 - 698° €0V LI - §bS°68LET pREZEC] -
- - - 0t6'8£5°T - 60Z°8£0°0 - -
- - - TIEYEY ol - 8T9°01L¥1 - -
- - - ¥6L'1L8°T - 8HE'€96°1 01LTLOY -
- - - 015'668 - $95'550°1 9£0'1£2 -
- - - L8F'S - 81£'51 005'C -
- - - 7 SE0'SHy - - . 6T9T -
- §  L85'T6 H - $  oeL's s - s 18%'9 $ 605'1 $ - 3
211 271 2TIQI D 77 #snD aT1 DTT'II ISy D7 [ 1ayastd oT1
‘1 feuadu] ‘[ 12000 ME “€-Al 1343814 ‘sasudraug
1Q,p aun
6007 ‘1€ J2quiasag

JANNIINOD - LFFHS FONVTVH DNILLVAITOSNOD

saLreIpisqng pue )77 ‘sasudisjug 1Q,p aun]

{(na1a) Aimbd s tequia pue saniliqer [woL

(rayap) Aumba o |,

Isa190u1 BuljjonuosIaN
(aoyap) Amba s, 1aquiapy
(rayap) Ambg

Sa0INqery waa [-8uor [@o]

aqeded 15asur panuoay
Ared paejaa - ajqeded sajoN
sapipiqeyy wia ] -Buo

Anriqery predaiyg puw siisodag TeloL

was predaig
susodap jumaas juaprsay
Auniqert predaig pue susodaq

- SITIIqET AN (e

Aured pagejar o) opqeded 1sasa panisay
fyred paerar o1 apqeded ou vononnsuoyy
Aured pajear 01 angg
aqeied 23y sadojaragg
s|qeded 53] junuaSeweur jossy
sasuadxa pamizay

sjqeded spmosay <

S3nIIGqEI] JuaLmy



INMI

$8C°SOLTL

$

(1o¥'s1L) % - $ - [ - [3 - 5

6v9'8ZZ  §

(08s°L9%'s)

6¥9'87C

(6v¢'650°01)
69L°168

(6¥€°650°01) - - - -
6+5°650°01 - - - -

69'872

01808

0€1°108°T
¥68'6LL°LE

L10°ZE

L6E'S
079°9Z

LT665R'TH

(19v°'812) - - - -

6bI°LLS'S
0F6PPE'ST
16£°681'S
O1L°981°Z
Sot'eL
S99°69%
L9E'69

$

(19¥'81L) - - - -

- 3 - $ - $ - $ - 3

oL

SuoNeuTIg OT1 OT1 oT1 OT1°u2pB0
‘Eueduy  C[eioy werely  ‘sepondnoya) fe1usn

6007 ‘1 £ 13qua3

TEANNILNGD « LHHHS DNV TVH ONILVAITOSNOD

SaLreIpIsqns pue 7y ‘sasudizug JQ, p aun7y

2Tl
B[] BpLIO]d

(1a13(7) Annby s Joquiajy pue saniIqer] 1oL

(noyap) Aymbo [ejo]

1522 SurfonuosuoN
(i2yap) Aamba s 13quispy
(ayyap) by

samI[iqel’] uua ) -3uo [ejo],

alqeAed 521Ul patLosy
Aured pajejaa - spqeded saxon
sampiqery uws J-Juo]

Aniqery predaig pue spsedaq fejo]

a1 predasg
spsodsp Qumass apisay
Aimqery predaig pue susodaq

SomNIGEr] WaLm [0,

fired pajejas o) ajqeded 1sa191w parudoy
Aured pajepar o) ajqeed ajou uoyannsuoy
Ared payepas o) angq
a1qeied a2] tadojaaagy
ajqesied 23] Wwawadeurw 1assy
sasuadxa patudsy
apqeded syunoasy
saniqiqery wauny




-gg-

SILPE % LTTBTLLT § 689t $ oL kLl § BLT'SOS  § T9SLEEIC $ 66F'F90V § LIBTEY §
- 8TLLYG - 7€9°9Z0°1 - SED'L6S 959°] LLVITE
- - - - - - - LLB'ITE
- BTLLYG - 129°6€ - £EC'61 .- -
- - - - - #5001 9591 -
- - - 110°286 - 8p9'L9¢ - -
055 6L ropis’e SLTIEY B25'P95°E1 T09'IIY 095 £17'31 11S6IF € -
- Tzst'srs) (S0%°L69°[) (beEPLE) -
055162 TFI'rISS SLTIEL . OF0ElFF1 T09°TTF $O0°T11°0T S06'E08'E -
055 67 WIPISY SLTIEL - 09Ty - - -
- - - 008°182 - PIL'ZES §79'99 -
- - - £88°Tr8"1 - PESRSIT SHR19T -
- - - LSE'83T'T1 - LIVOZP'LI SEF'SLY'E -
E - - 098°6¥T'T - 008°c6¢ cis’l -
- - - 098'6¥TC - $6¥ 985 €181 -
- - - - - SOE'L - -
S91'LP L58°69T°02 pIvEs 089'006 9.9°78 £90°82L’( LIS'I€9 000°T11
- - - - - TIL'6LS - -
591'LY - FI'ES y8E'TI 967'78 (4 B 1x4 186’9 -
- - - LP6'80T - - - 000111
- - - 206'C - 655°EC L59'y -
- $  LSB'S9T'0Z § - s Pr'9Le $  03c L1 She'6s8 % 6L8'T98 § - L3
o711 211 RS TETD) RIENELT) 21 211 27177 yastd o1l
‘I reuadwy ‘113d00 md ‘g-Al I3Ys1g ‘1T 3592814 “sasudrayug
10p sun]
8007 ‘1€ 12qUIJ

LIYHS IONVIVE DNILVAI'TOSNOD

saueIpIsqng pue )77 ‘sastadizquy 10,p sun'g

51955V 10 L

SRSV WaLmOuoN YO [BI0],

SI35SE 12010
aseaj punoad predazg
593} ‘unoyuow ypaio Xe
539) uvo]

51355y JUILM3UON JAYI()

furadorg g o),

uonenardap paemiundoy s5a

ssa1dord ur zonssue))

Aauryaey puw Jusudinba ‘amuumy

siuswaacxdun puery
spuauaaosdusr pue sfuping
fuadead ruay

$aa1252y papun] pue spisodaQ paiawissy moL

M52 1010
sjisodap A1LNa3s Juaprsay

SaAI2S3Y pepung pue spisodagg paonssy

5135V JUAIM) [B10]

sanred paje|as woxp sng

sasuadxa predarg

J3NI0 - J)QEAIZIR SIUROIDY

RN - J)GRAIIIR] SIUN0NY

suaeAmbe ysea pue gsen
$1a55y JUALND)



I.VMI

LOC6TEL  §  (11L069) § - H - H E6L'LOE  § £EE98T  § 95t'6LT [ - $ 63T §  O8SSLT 8 0SSy Mo
876 P6R'T - . - - - - - - .- SIRESY JUALMITON S0 [RIOL,
LLRTTE - B - - - - - - - S)9sSE IO
789°900'1 - - - - - - - - - sses] punoad predag
oL - - - - - - - - - $33) Fmzonymow ypals xey
659°P55°[ - - - - - - - - - 93] Uwo]
51255y JUALMIBON QI
£79°056'Y - - - £29'092 21§ 0ST 0V LkT - 188°0TF - Auadosg rerusy reto]
(IsZ'0Z6°7) ponersadap paperivumooy (ssa
FLE'OLR'OF - - - 829092 §/8°05T ZOFLYT - - o is8'0zv -
vosTrS S - - - 879°092 8L8°05T WrLvT - L8808 - ss3:8eud m nonyunsU0
6£5°088 - - - - - - - - - Apurysew puz juzmdmbe ‘amnum g
TITEITY - - - - - - - - - sjwaarasondn poey
60T'¥8I°EE - - - - - - - - - sjuamasardwy pue sfmping
Ayadorg ey
SLY'SFRT - - - - - - - - - SaALasF papuny par susoda] padLISTY [eo)
0L1'8£8°T - E - - - - - - - M01359 IO
S0£'L - oo - - - - - - - susodap Anmoas mapissy
$IAI25TY Papun pue siseda paoinsTy
1297096 {IIL'069) - - S9L'LY a3 pSO'ZE - TOLTP 08€5LE ) 355V JUa1m)) JEo )

- {riL'sLs) - - - - - - - - sanned pagejas wogg ang
26E°TEL - - - SoI'Ly 652'SE ¥50'7¢ - 985'TY wo'or sasuadxs predaig
L¥6'80T {o00'111) - - - - - - - - 1310 - HGRAIIS SUNOIYY
PEI'IE - - - - - N - - - IR - A[GRALIAS STUROIDY
W' § - $ - $ - s - 5 96l s - s - §  on $  BM6'PET § swapeAmba ysea puv gse)

T[ISSY AN
ST SUCHETTITY 11 11 211 11 211 11 0711 U3p30 o
‘it %334 1D I prLIag 1§ ‘1 [eady TeAoy jwezey  ‘se[nontdnoya], TARL [D a0 W1 ¥pHOLy
8002 ‘1 £ I2quasa(]

AINNILINOD - LHHHS HONVIVE ONLLVYAI'TOSNOD

sauRIpisqng pue 17 ‘sasudiaug 10,.p sung




lmﬂl

SILIPE 8§ LTTSILLT § 689°bC §  OOLIRLLL §  BLTSOS §  TISUECIT S 66F'F90'F LURTEr  §
Toz1'LD) (r63"15) 31710 TLeseTn) {o66°95) TogL'v18'Y) STL'0LS LIBTEY
(621°LD) (#65'19) P12 (LLE'SETT) (666'9¢) (95L'¥I8'P) STL'0LO LI8TEY
¥h389¢ Pob'REL'LT €15 6¥T 990°8IT°€ LLTT9S $20°994°¢ ESLEI0T -
£09'59 $T6'851 SPS'9I1L 695'6Z SEYLEL T6L°9 ¥6E'E91 -
LET'EO0E 695'6L5°LT 8TO'EEl L6Y'881'E T9FTY EET6SL'E 6S€°058°1 -
- - - LE9°91 - (T34l 1oz -
- - - - - 681 S61 -
- - - Ly9°9] - S0g°L SI8'T -
- LT91s 0057 (TN - 6LL99ETT 010°8LE" I -
- - ~ £Z8'79T'| - YEG'TLL Y - -
- - - Tiepes'ol - BZTY'OIL'PI - -
- - - £65°00€'T - $08°8L6'1 SLUPPT'( -
- - - 015663 - pos S50l 9£0'1£2T -
- - - - - $99°6 - -
- - - £10'SET - - 63T -
- - - £L1'01¥ - 659'Z8€ - -
- §  LIYIS §  oog'e $ - 5 . $  9z%9 §. 60571 3 - s
271 11 JTTqiEasng D710 JTI1 o1 DT 383y 911
‘I redwg 1 1adoo ma CT 'ERALIYsTY “IT1 3948t ‘sasudrajug
10Qp aun’]
800 °I £ Jaquiadag

JANNILNOD - LH9HS JONVIVE DNILVAITOSNOD

salreIpIsqng pue O ‘sasudiaug JQ.p saung

(noyaq) 4mb 5 I3qUIAN PUE S3QIIqeN] TEI0],
Lmbs (g0,

1Satapn SurjjonUoIVON
(n2gop) Ambsa stequispy

saniIqer] unay -Fuo Mo

apqeded jsa15mn panuay
Ayred paneyas - ajqefed sajoN
sanipiqer] uua -duo |

Aypger predasd pue sysodaq [moL

a3 predaig
susodap A11m23s WIpIsoy
Anpqer predaid pue spsodaq

SORIIQET] WMD) WO L

fared pajeras o) s)qeded 1samspul panusoy
Aured pajeral o) 3jqeded 3j0u vogonLsuos
sanzed pajejal o) angg
sjqeded 533 sadojaazg
3)quded 23) wamsfeaeur 1assy

sasuadxd perooy
apqeAed 51500 wogaTLOSUC)
Jjquied spmodsy

soniiqer] waimy




I@Ml

o'eeTeL 8 (11L'069) § - 3 - 3 E6LLOE  § £€2°987 S 95t'6LT $ - 3 685°E9F % 085°5L7  § G1yaq) Lmby s sBquspy pue sIqer] [moy,

- (6Le'z96'y) - - - (Zre're) (£80%61) (5p9°27) - (ze1'ze) 088°$LT Kmba o,
(0sB'8LE'S) (0588L£'8) - - - - - - - - 1sausm SunjonuesnoN
1L¥'9TY 058'8LE"S - - (THe'vs) (£30°61) {sv9'20) - (zer'zy) 085'SLT {nogap) Qmbe s taquiapy
SPPTLE 6 - - - CE1'THE S1FS0E 101°20£ - 19L°¢08 - samIpqer] w g -Juo [EIo ]
LY'6P6 - - - §91°FL £06'65 $SLT9 - 991°pL - ajqeded jsazaqn panazoy
696'7Tr'8E - - - . 0LeT £15°S¥T SPE'SET - S6S'TER - fmd pagejas - syqeded sajan
’ saupqury wia 1 -8uo |
TSI'EE - - E - - - - - - Aytnqer predag pue syrsodaqy TEl0 L,
$8E°L - - - - - - - - - 1w predary
L9L'ST - - - - - - - - - spsodap Kjumass jwapEay
- ; Anprqury predarg pue sisodag
6TF053°SE (irL'069) - . - - - - - - SITIMQELT WAL (0L
LELCES'S - - - - - - - - - Aured poreqar 0 sjquAed 1saonun panssy
OF6'bPE'ST - - - - - - - - - Aued porepa o) sjqeded 300 uoRongsROY
T9BTEL'Y (11£°069) - - - - - - - - sanred pagegar o) aug
011'981'C - - . - - - - - - ajquAzd 395 1adoaasg
¥99°6 - - - - - - - - - aqeied =3 1usnsFewn yssy
z0£'9€2 - - - - - - - - - sasuado parusoy
[43:%4 74 - - - - - - - - - ajqeded 51500 uoyongsuO7)
9619 H - 5 - H - 3 - 5 - - - H - H - H - H apqeded spmoany
SSQIIgErT waamy
el SUOLELIUITY o o1 o1 o1l o1 2T1 T wEpag m
IE e ‘1 prewsag 1§ ‘Meusduy  Elogezy  semondnoysr 19194 [D [eLauany “g|] epuoly
8002 ‘I £ Jaquia03(

JHANILNOD = LFHHS HONVIVH DNILVAI'TOSNOD

saureIpisqns pue O ‘sastdiaug 10,p suny




l\lMl

6zl § €681 3 ve1LZ & (g61'969°D) § 66695 $ rLorLD $  (oe0B6T) §  {0s9'T) 8

671LT £64'51 +8I°LT (£61'9£9°7} 666'9% (L '9PL'D) (0£0°862) (0s9'72)

6Tl'LT £6L°51 ¥8I°LT (£8Z°706'1) 66695 (2L38°66F'T) (£24°907) (0ot’os)

- - - {099°69) - (rov'se} (£en) -

- - - (1y11€5) - (yz6'sLo) (zog'cit) -

6zl'LT - ¥3I°LL - 666'95 - - -

- - - (ooe'z1) - (0s¢'s1) - -

- - - (L8r'S) - {rL9's) (005°7) -

- - - (zLr} - - - (oot*08)

- - - (1er'D) - - (81¢) -

- - - (£8s'e87'1) - (£66'99L'1) {966'68) -

- £6L°51 - S6L'1 - 729 98% -

- - - 0607992 - (Ls8'9vT) (LOE"16) 0SLLT

- - - FPor99 - 196 086 17502 -

- - - 8L0EY - 8IE'1S S6E OF -

- - - 1ZI'LEL - 260'01¢ 100°L9 -

- - - 66¥°09 - OLY'PE 0L5'9 -

- - - Lv'orl - 999°¢6 956'17 -

- - - SEE'SL - 061°L5€ POLLY -

- - - 611°802 - 1£8°181 SOR'SS -

- - - ¥EL0E6 - 01.'€89 PTIPLI oSt -
- - - v66 LOE - 8LT 6l Pse's 0SLLT

- - - - - {19g'sL) (105's) -

- s - H - s oLy 8 - s €6L'6EL $ 1wzl $ - s
JT1 211 2TTqanD  O71°13sn0 271 211 PR NI EEE ol

*1 perradury ‘14adooD M ‘£=Al 13514 “11J Syastg ‘sasudivuyg

SNOILYH3d0 O INFWHLV.LS ONLLYATITOSNOD

600T “1 £ J9QUIa0a(] PIpud IEa X

sairerpisqng pue J77 ‘sasidiauy 10,p aun‘]

10p ung

171 “sosudiaprg
10,p 3M} 0} S[qENGLY Y (550°T) WO 1N

1533wy SuijonueaoN
(s50°7) }ooaug 13N
(asuadxz) smoouy 130 o)

uorEzIIOWwyY
uonmasdag
513ssE Jo fesodsip ue (ssof) wen
sasaadxa pue 5233 Aured pareal 1R0
1o red pajRu] JO ABIMILE 0) 23] [ENUTY
(35uadxa) A0y IR0 SNOMRY[IISIIY
(ssuadxa) swosur eroURmy 1RO
astadxa ysarapug
SUIOIUR 513NN

{asuadxz) ;woou] 110

(sso7) awrosuy SunesadQ 13N
sasuadxy fuguradg fmo)

sasuadxo Buymiado snoauejaosTpy

aowemsu Auadord

23] Juawsfvuew Auadord

samn

aotreugure pue sireday

siyaag 2Ao[dw pue saueEes
sasuadxg Funeiadgy

MUAIY [EI0L

swoour Bupessde 1o
SUOISSIT0 PUR SIIUBIEA
urosul Uy

MUIAFY




IwMI

86Z'sL1 8

667089’y §

Tre're

£30°61 ) SY9TT [y L'ty

(1g6'9p) &

(664°089'%)

(10Z'505'%)

(665'089°F)

ere

£80°61 V97T LAY

(1g6'st)

(900°92F ¥}

0sL°LT

TYEPE

£30°61 SH9°TT LTy

(¢iv'or)

(LsZ's01)
(Lze'sle' D)
c16'381
(199'¢1)
(zL9'05)
641'0)
(08s'ov1'e)
$T6'81

£30'61 $P9'TT ey

(6£9°0t)

(s65'8L)

(05L°L7)

£01°L9%'1

zIELrl
YITPIY
6£5'101
$60'85T
6v7°00S
ssListb

895°38L'1

(0sL°LT)

9Z9'sEE
(z93'08)
P08'EES’) §

{osL'Le}

- s

$

0L

suopeurify

IT1
‘[T [eradw]

‘refoy wezep

JT1 Tl
‘semoydnoyd

600T ‘1€ 1aquada(] papus Iea k

271 'uspd0
330

JT1
‘B{] EpUO]]

JINNLLNOD - SNOILVHIdO 40 INIWHLVLS ONLLYAI'TOSNOD

sauEIpIsqns pue DT ‘sasudialug 10.p oun

11 ‘sasudinug

10,p 2un] 0} 3jquInqupy (s50°7) awosu] 19N

1s20u1 ms__c.lcou.noz
{5507) ;woouy JaN
(ssuadxg) ;uodu] 12410 [0 L

uomEZIIOUryY
uopeadag
s1as5€ Jo [esodsip uo (ssof) uren
sasuadxa pue sagj Aued pareal Ja0
Jauired pajru] Jo SFEIFE O 93] [eMy
(9suadxa) 2mosu| IGO0 STOIUR][AISTIN
(asuadxa) awonn [erwEULy L0
asuadxa 1s219u]
2LUOUT 1SALAUT

(asuadxg) swoou] 12410

(ss0-7) swoou] SunriadQ 13N
sasuadxg Bunesadg po}

sasuadxa Suneiado snoaueaasIy

aouwemsul Apadoly

2y JwaweBewew Aradoig

sanmmyt

ouruuew pue siedsy

sjjauaq askopduwia pue saLrees
sasuadxg Sunerndo

ATy (oL

aurodur Junerado 1O
SUDISSAIUDD PUR SHIULITA
WOl [Py

AR




loml

Gelsl) $  vvit 8§ (etzse) 0§ osusy) s (ssiTd) 8 (losssro) § (esi9g) S 0sL'il [3 OT1 "sastidiaquy
10,p Sun of 3[qenguy ($50°T) W] 13N
- - - - - - - - 1sa1apu] Furjenuos-uonN
(ocL'6l) YTp'Le (6£T°sD) (Los'15L) (351°28) (106'651°7) {(651'95) 0sL°LT (ss0°T) HU03U] 1o
(9€L'61) T69'LE (6£Z'5T) {$05°606) (8<1°Z8) {se£T'61£'T) (Fz8've) - : (asuadxg) swoau] BYIQ [EI0L
- - - (£2L'vi) - (oze'ze) (g1 - uoEzZIHOUrY
- - - Te5°0es) - (L91'769) (seLcn) - . uonerodag
- - - - - - - - 512552 Jo Jesodsip uo (ssof) ureny
- - . (0oe'z) - (os¥'sD - - saswadxs pue soay Kred paejal 12q10
- . - - - (bs's) - - 1awed pajrwi) Jo SyeliFe o 33F eIy
- - - - (czo'y) ¥60°581 $6T'551 - (ou3dx2) JWoIT IO SNOMURIISIN
- - - - - bzs's) - - {ovadxa) MO [RIFRL} IMNO
(TL9'50) (osg'el) (18£°T) (66+'97¢) (06t°€9) (L66'99L'1) (892'6L) . asuadxa jsa1ap]
9£6's oI THI'LT 6FS'VE $eE's1 £59°81 L55°L - HUOU7 31T
(asuadxg} awoouy IO
- (29¢) - 866°LS1 - FEL6S1 (See’[2) 0sL°LT {ss0°T) swogu Sunreasdy) 10N
- 39¢ - SE6'0LE - 9Z0'85% 30T'pLl - sasuadxg unessdg 1o
- 39T - 90£'CT - 988'9¢L LERY1 - dxa uesado JRYsHN
- - - oz['stl - fad A 0LLCr - auemsus Auadosg
- - - - - 86£°6E 00E°L - 23 muawmaSeweur Ausdorg
- . - 60Z'19 - 06838 LOS'LE - sannu
- - ¢ - 9181 - PET'LE 0£0°98 - JOURUIIIIELI pue sITRdIy
- - - PBELEL - 956'86 ¥99's1 - sigaung as4odwa pue saueEs
sasuadxg Funerado
- - - £€6'825 - ' 09¢°L19 £28'261 0sL'LT . MUAY 0]
- - - 99701 - 919'0 SLYLI 05L'LE swoowr Bunesado 19qI0)
- $ - H - s L99'815  § - H PrL019  $ 861°6EL § - $ SWONN [y
MNUIATY
IT1 o1 FKITES DR N E D) o1 271 D111 12u2sig 371
[ Tenadury ‘1 524000 MH ‘g-Al 1ysty *I01 2390814 ‘safLdiug
I0,p 3]

200Z 1€ Joquiada(] papua 1834

SNOLLVYHdO 40 INFWALV.LS ONLLVAI'TOSNOD

satreipisqng pue 777 ‘sasuidioug 10,p sun'|




Ioel

(13600 8 L65 1697 § orL'ool  § elgos s (9see) €& (emo'sl) $ Z00'61) PS5 s {oul'of) §  TE0WHS
(L6§'159°T) TL6s'169°T) - - - - - - - -
(89+'198°0) - 0l12'001 618'09 (5¢8°L7) {6%0'c1) (Too'ol) $5¢'6 {oz1°0£) 60'PS
(gec’951°E) 08L4'LT 014001 8LP'19 {958'L7) (e80°c1)} (zooo1) ¥556 (0L1'0£) 6008
(osrzIn) - - - = . - - ~
(Per'OpED) . - - - - - N . R
(ogr'vze) - 700'78 (Lgo'sLy) - - - $$9'99 -
- 0SLLT - - - . - - - -
(rzs's) - - - - - - - - -
607598 - - 9ZE RS - - - - - L1s0s
(vzs's) - - - - - - - . N
(08L°2L9°0) - (267'L9) (88L°TH) (6TT'PE) (g96'61) (oz8'z2) tose'sL) 0£T'¥e) -
191°65F - 9v6's LZO61T £L€'0 6.8'9 2189 6¥Z91 090 §18'E
04056 TosLL7) - (6£9) - - - - - -
960°700'1 - - 659 - - - - - -
L6L'991 - - - - - - - - -
Ze0's61 - - - - - - - - -
269'9F - - - - - - - - -
90L'L81 . - - - - - - - -
00E'SST - - - - - - - - -
£9L'TST - - 659 - - - - - -
991 '662'1 (05L°22) - - - - - - - -
LESPE Tose'ez) - - - - - - - -
609'PO'T 8 - - - L - s - H - s - - s - 5 -
oL TRUTGI JT1 271 o211 11 o1 T 71 wpdp 2711
‘1999 1D ‘[ prELIS 1S ‘Tedoy ez ‘senopdeoya], ‘T3%d [D [ s ‘2] ¥pLOL]

*T1 [euadus

8007 ‘1 € $2qua0a(] PIPUS I &

QINNLLINOD = SNOLLVAHdO 4O INAWHLVLS DNLLVAITOSNOD

sapreipisqng pue )17 ‘sasudisjug 40, p aun-

D11 ‘Tesudnmy

1Q,p 3un] ot Aqemqumy (ssorT) woxA 1N

1520u7 FUT[IORUOd-u0N
(ss0]) 2woms BN
{asuadxg) awoou] 1RO pEI0Y

UOTEZILIONTY
uoersaxdag
$1955% Jo esodsrp o (ssof) ureny
sasuadus pue saay Ased Pagerss spn
1gred poyIun} 0 Y[R O3 33 [ENUTY
(sudxa) Jwoom 10 SMOAR[[FISIY
(asuadxa) woow [erouwy LG
asuadxa 15a1o)
Awomn 1S3.31]

(asuadxg) Fwosn X0

{s501) smoou] Buned( BN

uumnu.mvﬂ fumtaad 0L

dx3 Burrerado 1298ty

23] wawr=Bewem Auadorg

=W

ouenpRT pue saRda]

siyauaq sofojdaa pue saLmleg
sasuadng Burpsadpy

MNUIADY TR0 L

smoamn Bunesado sapQ
SO [EREN
amRATy




Reznick Group, PC.
ReZ n lCK 525 N.Tryon Street
Group Suite 1000

ACCOUNTING - TAX « BUSINESS ADVISORY Charlotie, NC 28202
Tel; (704} 332-9100

INDEPENDENT AUDITORS’ 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 Members,
Lune d’Or Enterprises, LLC and Subsidiaries

We have audited the consolidated financial statements of Lune d’Or Enterprises, LLC
and Subsidiaries (the Company) as of and for the years ended December 31, 2009 and 2008, and
have issued our report thereon dated July 28, 2010. 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.

Internal Control over Financial Reporting

In planning and performing our audits, we considered the Company’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the consolidated financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the entity’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 consolidated financial statements will not
be prevented, or detected and corrected on a timely basis.

Our consideration of internal control 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 identified certain deficiencies in internal control over financial

reporting, described in the accompanying schedule of findings and responses that we consider to
be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Company’s consolidated
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 and requirements
was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed one instance of noncompliance and another matter that is
required to be reported under Government Auditing Standards and which is combined into one
finding described in the accompanying schedule of findings and responses as item 2009-1 and
2008-1, The Company’s response to the finding identified in our audit is described in the
accompanying schedule of findings and responses. We did not audit the Company’s response
and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the members, management,
and others within the Company, and is not intended to be and should not be used by anyone other

than these specified parties.
%ﬂ?w,é M AL

Charlotte, North Carolina
July 28, 2010
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Lune d’Or Enterprises, LLC and Subsidiaries
SCHEDULE OF FINDINGS AND RESPONSES

Years ended December 31, 2009 and 2008

2009-1 and 2008-1 INTERNAL CONTROLS OVER FINANCIAL REPORTING

Condition

The auditor noted instances of poor controls over financial reporting. Among the items noted
were the following:

Accounting standards were not applied to consolidate the financial statements in accordance
with generally accepted accounting principles which required consolidation of limited
liability companies in which the Company had controlling interest, resulting in a restatement
of previously issued financial statements.

" Certain transactions in prior years were not recorded, also resulting in a restatement of
previously issued financial statements.

In addition, the 2009 and 2008 financial statements were not filed timely with the State of
Louisiana.

Cause
There has been a lack of management oversight over the financial reporting process.
Recommendation

We recommend that personnel are appointed to oversee the financial reporting process in
order to properly reflect the financial position and results of operations of the Company.

Management Response

The financial reporting responsibilities of Lune d’Or Enterprises, LLC have been re-assigned
to an individual so that that the above conditions will not occur in the future.
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Lune d’Or Enterprises, LLC and Subsidiaries
SCHEDULE OF PRIOR YEARS FINDINGS

Year ended December 31, 2009

Finding — Deficiency in Internal Control over Financial Reporting
Deficiency 2008-1

Accounting standards were not applied to consolidate the financial statements in

accordance with generally accepted accounting principles, which required consolidation of

limited liability companies in which Lune d’Or had controlling mterest resulting in a
- restatement of previously issued financial statements.

Certain transactions in prior years were not recorded, also resulting in a restatement of
previously issued financial statements.

In addition, the 2008 financial statements were not filed timely with the State of
Louisiana.

Status

Accuracy of the financial statements in accordance with accounting principles generally
accepted in the United States of America was addressed and resolved in the 2009 financial
statements.

The timely filing of the financials with the State of Louisiana was still open, see finding
2009-1. :

Deficiency 2007-01

Inadequate design of internal control over the preparation of the financial statements being
audited.

Status

Still open, see finding 2009-1.
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SCHEDULE OF PRIOR YEARS FINDINGS

Year ended December 31, 2009

Deficigncy 2007-02

Failure to post adjusting journal entries from the prior year audit.
Status
Closed, 2007 and 2008 audit adjustments were recorded by the Company.

Deficiency 2007-03

Failure to account for depreciation.
Status
Closed.

Deficiency 2007-04

The 2007 financial statements were not filed timely with the State of Louisiana.
Status

Still open, see finding 2009-1 and 2008-1.
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