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HAIGH, BYRD & LAMBERT, LLP

CERTIFIED PUBLIC ACCOUNTANTS
1007 HAY STREET
POST OFFICE BOX 53349
FAYETTEVILLE, NORTH CAROLINA 28305

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of Action Pathways, Inc.
Fayetteville, North Carclina

Report on the Financial Statements

We have audited the accompanying financlal statements of Action Pathways, Inc. {a nonprofit organization),
which comprise the statement of financial position as of December 31, 2015, and the related statemants of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the financia}
statements.

Management's Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility Is to express an opinion on these financlal statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

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

Optnion
fn cur opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of Action Pathways, Inc. as of December 31, 2015, and the changes in its net assets and its cash flows for
the year then ended in accordance with accounting principles generally accepted in the United States of America.



Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whale.

The accomganying schedule of expenditures of federal and state awards, as required by Title 2 U.S. Code of

Federal Regulations (CF R) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements

for Federal Awards, and the supplemental information as listed in the table of contents, are presented for purposes of
additional analysis and are not a required part of the financial statements. Such information is the responstbility of
management and was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information in the schedule of expenditures of federal and state awards has been subjected
to the auditing procedures apgplied 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 generatly accepted in the United States of America. 1n our opinion, the information Is fairly stated,

in all material respects, in relation to the financial statements as a whole. The other data, as listed in the table of

of contents, has not been subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards , we have also issued our report dated August 11, 2016,

on our consideration of Action Pathways, Inc.'s internal control over financiat 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 accardance with Government Auditing
Standards in considering Action Pathways, Inc.'s internal control over financial reporting and compliance.

cﬁﬁxg&,bﬂ% ¢ A amboerd, P

Certified Public Accountants
Fayetteville, North Carolina
August 11, 2016



ACTION PATHWAYS, INC.
STATEMENT OF FINANCIAL POSITION
December 31, 2015 {with comparative totals for December 31, 2014)

2014
2015 {restated)
Assets
Current assets
Cash S 1,197,175 S 984,733
Investments 640,035 671,973
Accounts receivable 474,982 414,918
Grants receivable 866,112 625,105
Inventories 191,501 87,698
Prepaid expenses 123,451 356,785
Security deposits 7,705 7,705
Total current assets 3,500,961 3,148,927
Property and equipment, net 5,039,155 5,139,824
Total assets S 8,540,116 S 8,288,751
Liabilities
Current liabilities
Current portion of long term debt S 95,011 S 695,878
Accounts payable 455,467 299,283
Accrued salaries 103,366 152,700
Accrued vacation 255,184 262,704
Grant refunds payable 106,064 106,063
pPeferred revenue 3,784 -
Total current liabilities 1,018,876 1,516,628
Long term liabilities
Non-current portion of long term debt 1,082,498 572,078
Total liahilities 2,101,374 2,088,706
Net assets
Unrestricted 6,313,690 6,096,694
Temporarily restricted 125,052 103,351
Total net assets 6,438,742 6,200,045
Total liabilities and net assets S 8,540,116 S 8,288,751

The accompanying notes are an integral part of the financial statements



ACTION PATHWAYS, INC.
STATEMENMT OF ACTIVITIES
For the year ended December 31, 2815 [with comparative totals for December 31, 2014)

2014
Temporarily 2015 (restated)
Unrestricted Restricted Total Total
Public support and revenue
Contributions 334,258 - 334,258 s 268,858
Federal financial assistance 14,451,403 840,816 15,292,219 13,605,202
State financial assistance 144,949 - 144,549 606,501
Local grants 74,986 - 74,586 55,000
Other grants 156,244 55,588 211,832 112,654
Donated services, materials, and space 2,060,443 - 2,060,443 1,572,229
Program fees and other 955,068 955,068 1,066,365
Contract services 1,604,647 - 1,604,647 1,425,776
Rent 62,926 - 62,926 52,336
Realized gains on investments 10,635 - 10,635 13,234
Unrealized (losses) on investments {51,500} - {51,500} 4,758
Interest and dividends 15,981 - 15,981 9,714
Interfund charges 1,347,094 - 1,347,094 1,345,471
Total public support and revenue 21,167,134 896,404 22,063,538 20,138,098
Net assets released from restrictions
Satisfaction of program restrictions
Community Services 874,703 {874,703} - -
Total net assets released 874,703 {874,703} “ -
Total support and revenue 22,041,837 21,701 22,063,538 20,138,058
Expenses
Program services
Early Childhood Development 12,535,749 - 12,535,749 11,997,713
Community Services 4,885,741 - 4,885,741 5,331,710
Low Income Housing 3,035,812 - 3,035,812 1,486,129
Total program services 20,457,302 - 20,457,302 18,815,552
Supporting services
Management and Administration 1,361,483 - 1,361,483 1,354,048
Ways and Means 56 - 56 -
Investment Account 6,000 - 6,000 5,000
Total supporting services 1,367,538 - 1,367,539 1,359,048
Total expenses 21,824,841 - 21,824,841 20,174,600
Change in net assets 216,996 21,701 238,697 (36,502)
Net assets
Beginning of year {restated) 6,096,694 103,351 6,200,045 6,236,547
End of year 6,313,650 125,052 6,438,742 S 6,200,045

The accompanying notes are an integral part of the financial statemants
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ACTION PATHWAYS, INC.
STATEMENT OF CASH FLOWS
For the year ended December 31, 2015 (with comparative totals for December 31, 2014)

2014
2015 {restated)
Cash flows from operating activities
Increase {decrease} in net assets S 238,697 $ (36,502)
Adjustments to reconcile to net assets provided
Depreciation 333,638 357,012
Loss on disposal of fixed assets 9,892 4,821
Realized and unrealized {gain) loss on investments 40,865 (17,992}
{Increase) decrease in operating assets
Accounts receivable {60,064) 10,953
Grants receivable {241,007} (72,421}
inventory {103,803} 3,452
Prepaid expenses 233,344 (66,425)
Increase {decrease) in operating liabilities
Accounts payable 156,184 {62,515)
Accrued salaries (49,334) 40,631
Accrued vacation {(7,520) (5,172)
Grant refunds payable 1 (352)
Deferred revenue 3,784 (107,114}
Net cash provided by operating activities 554,677 48,376
Cash flows from investing activities
Expended for property and equipment (242,861} {468,140)
Proceeds from sale of investments 505,429 532,106
Purchase of investments {514,356) {(1,186,087)
Net cash used by investing activities {251,738) {1,122,121)
Cash flows from financing activities
Repayment of notes payable (90,447) {85,266)
Net cash used by financing activities (90,447} (85,266)
Net increase (decrease) in cash 212,442 (1,159,011)
Cash - beginning 984,733 2,143,744
Cash - ending S 1,197,175 S 984,733
Supplemental disclosure
Interest paid ) 71,670 S 67,813

The accompanying notes are an integral part of the financial statements 6



ACTION PATHWAYS, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2015

Note 1 — Nature of operations

Action Pathways, Inc. {the “Organization”} provides various types of aid to economically disadvantaged
families in southeastern North Carolina. The Organization receives grant funds from various federal and
state agencies. Some of the Organization’s functions include operating distribution centers for food
through its food bank programs, providing credit counseling services and weatherization assistance, as
well as administering the Cumberland County Head Start Program.

The QOrganization’s name was originally Cumberland Community Action Program, Inc, until it was
changed in March 2015 to Action Pathways, Inc,

Note 2 - Summary of significant accounting policies
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 revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Basis of accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting and,
accordingly, reflect significant receivables, payables, and other liabilities.

Basis of presentation

Financial statement presentation follows the provisions of accounting principles generally accepted in
the United States of America. The Organization is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. The Organization does not have any
permanently restricted net assets.

The financial statements include certain prior year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with generally accepted accounting principles. Accordingly, such information should be read
in conjunction with the Organization’s financial statements for the year ended December 31, 2014, from
which the summarized information was derived.



NOTES TO FINANCIAL STATEMENTS - continued
Fund accounting and functional expenses

The accounts of the Organization are maintained in accordance with the principles of fund accounting.
Under fund accounting, resources for various purposes are classified for accounting and reporting
purposes into funds established according to the nature, purpose, or grant provisions. Separate
accounts are maintained for each fund, however, in the accompanying financial statements, funds that
have similar characteristics have been combined into groups. Expenses are allocated on a functional
hasis among the various programs. Expenses that can be identified with a specific program are allocated
directly to that program according to their natural expense classification.

Cash and cash equivalents

For the purposes of the statement of financial position and the statement of cash flows, the
Crganization considers all short-term investments with an original maturity of three months or less to
be cash equivalents.

Concentration of risk

The Organization places its cash and cash equivalents on deposit with financial institutions in the United
States. The Federal Deposit Insurance Corporation {FDIC) covers $250,000 for substantially all depository
accounts. At December 31, 2015, the collected balance at one financial institution exceeded FDIC
coverage by a total of $340,671.

The Organization’s main source of revenue is received from grant revenues paid by federal and state
government agencies. Grant agreements are executed for grant years ending December 31 and June 30
with these agencies on an annual basis. The Organization does not expect in any way the support from
these government agencies will be lost in the near term.

investments and fair value measurements

Investments are the only asseis measured at fair value on a recurring basis (Note 3). Realized and
unrealized gains and losses are included in the change in net assets in the accompanying Statement of
Activities. Valuation techniques used to measure fair value are prioritized into the following hierarchy:
Level 1 — gquoted prices in active markets for identical assets

Level 2 — quoted prices for similar assets in active or inactive markets, or inputs derived from observed
market data by correlation such as appraisals or other means such as calculations based on contractual

rates and published tables.

Level 3 —- Unobservable inputs that reflect management’s assumptions and best estimates based on
available data.

The Organization uses Level 1 measurements whenever possible, as they result in the most reliable
measure of fair value.



NOTES TO FINANCIAL STATEMENTS — continued
Allowance for uncollectible accounts

The Organization provides an allowance for uncollectible accounts based on the ailowance method
using management’s judgment. The allowance for uncollectible accounts for the Consumer Credit
Counseling Services program was approximately $73 as of December 31, 2015. The Organization utilizes
the accrual method of accounting for trade receivables of the Consumer Credit Counseling Services
program.

Inventories

Inventories consist of food and food supplies of the Head Start Program, and TEFAP and SNAP items of
the Food Bank Program and are valued at cost. The Organization also maintains an inventory of donated
items in its Food Bank Program. These are pass-through items which are not reflected in the financial
statements. However, for purposes of the unaudited non-GAAP schedules presented in the “Other Data”
section, the agency has valued the pass-through inventory as of December 31, 2015, at $599,153.
Therefore, the total inventory reported on the unaudited non-GAAP schedule is $780,895.

Donated food

The Organization is an affiliate of Feeding America operating as Second Harvest Food Bank of Southeast
North Carolina. The Organization receives and distributes food commodities and receives a handling fee,
No value has been placed on these commodities, or recorded on the financial statements, since the
Organization is not the controlling Organization. During the year ended December 31, 2015, the Second
Harvest Food Bank of Southeast North Carolina received approximately 8,086,580 pounds of donated
food and distributed approximately 7,867,678 pounds of the donated food to member agencies. The
donated food was valued at $1.70 per pound and therefore amounts to $13,747,186 received and
$13,375,053 distributed during the year and is reflected in the unaudited non-GAAP schedules.

Property and equipment

Property and equipment are carried at cost or, if donated, at the approximate fair value at the date of
donation. Minor additions and renewals are expensed in the year incurred. Major additions and
renewals are capitalized and depreciated over their estimated useful lives, Depreciation is computed
using primarily the straight-line method. The following are the estimated useful lives of the respective
assets:

Estimated
Description Useful Lives
Vehicles 5 -10 Years
Buildings and improvements 10 - 40 Years
Furniture and equipment 5-10 Years

Property and equipment acquired by the Organization are considered to be owned by the Organization
except for the property acquired with various grant funds. Such property shall not be disposed of
without written approval from the applicable grantor agency. Other funding sources may have a
reversionary interest in the property, as well as the determination of use of any proceeds, from the sale
of these assets.



NOTES TO FINANCIAL STATEMENTS - continued

Donated property and equipment are recorded as support at their estimated fair value at the date of
donation. Such donations are recorded as temporarily restricted support when used to match grant
requirements for local match, Otherwise, the donations are recorded as unrestricted support.

Compensated absences

The Organization’s sick leave policies provide for an unlimited accumulation of earned sick leave. Sick
leave does not vest. Since the Organization does not have an obligation for accumulated sick leave unti
it is actually taken, no accrual for sick leave has been made.

Restricted and unrestricted revenue and support

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-restricted
support is reported as an increase in temporarily or permanently restricted net assets, depending on the
nature of the restriction. When a restriction expires (that is, when a stipulated time restriction ends or
purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted
net assets and reported in the Statement of Activities as net assets released from restrictions.

Grants and contracts

Support received under grants and contracts is recorded as public support when the related grant award
is determined to be due and is accounted for as temporarily restricted until grant restrictions are met.

Management considers all amounts due under grants and contracts to be collectible.
Donated services

The Organization records all Head Start donated services on its financial records in accordance with
grant matching reguirements and maintenance of level of effort requirements. Donated services not
meeting the provisions of generally accepted accounting principles (those not requiring specific
expertise), valued at $100,839 for the year ending December 31, 2015 is eliminated for financial
statement purposes.

Second Harvest Food Bank of Southeast North Carolina benefited from approximately 18,903 hours of
volunteer fabor in association with the focal County Workers Project for the year ending December 31,
2015, Donated services not meeting the provisions of generally accepted accounting principles {those
not requiring specific expertise), valued at $413,598 for the year ending December 31, 2015 were not

recorded for financial statement purposes.

CCCS sponsored Volunteer Income Tax Assistance (VITA) program and Financial Literacy Education and
benefited from 2006 hours of volunteer labor in association with free tax preparation services for low

10



NOTES TO FINANCIAL STATEMENTS - continued

income individuals. Donated services not meeting the provisions of generally accepted accounting
principles {those not requiring specific expertise), valued at $42,816 for the year ending December 31,
2015 were not recorded for financial statement purposes.

Expense alfocation
Management and general expenses are ailocated to various programs based on an approved indirect
cost allocation plan. The plan allocated these costs on the basis of direct labor costs including fringe
benefits and donated services. The final rate for 2015 as determined by the Organization is 15.2%.
Deferred revenue
Deferred revenue represents money received, but not yet earned under its intended purpose.
Retirement plan
The Organization has a retirement plan covering all employees. The plan is a contributory retirement
plan. All eligible employees can begin contributing on the date of hire. The Organization will match
the employee contributions up to 5% of their gross salaries, for all full-time employees who have at least
120 days of uninterrupted employment and who elect to participate. The Organization does not
contribute for non-contributing employees. Total cost during the year ended December 31, 2015 was
$110,966.
Advertising costs
The Organization follows the policy of charging the costs of advertising to expense as incurred.
Summary of programs operated by the Organization

*  Head Start, Early Head Start, Child Nutrition, and State Child Development Program - These

programs provide comprehensive early childhood development services for disadvantaged

preschool children and their families.

*  Community Services Block Grant Program — This program is designed to provide Self Sufficiency
services and has a June 30 year end.

*  Weatherization Program — This program is designed to provide energy efficiency assistance to
low income persons, particularly the elderly and handicapped. This program is generally funded
for periods ending June 30.

*  Consumer Credit Counseling Services ~ This program provides financial literacy, credit and
housing counseling.

11



NOTES TO FINANCIAL STATEMENTS — continued

*  Home Investment Partnership Program - This program is designed to expand the supply of
decent and affordable housing, particularly rental housing, for low and very low income
individuals. This program was funded by the Department of Housing and Urban Development
through the City of Fayetteville, the Participating Jurisdiction. The Organization was able to
receive funds as a Community Housing Development Organization “CHDO” to acquire and
rehabilitate property to hold as rental property. Rental revenue is restricted o use in the fund
for upkeep of the property or for acquisition of additional property.

*  Ways and Means — This program acquired certain assets from funds that had been accumulated
over past years from fund raising activities. Other programs are charged user fees based on the
amount of usage of these assets. This fund provides services not covered by other programs to
gualified low income families.

*  Heating and Air Replacement Program (HARRP) — This program is designed to inspect and
repair/replace heating or air conditioning systems of the residences of low income persons.

*  Second Harvest Food Bank of Southeast North Carolina {(SHFB) ~ This program receives and
distributes food which, through a network of member agencies, reaches the hungry in seven
North Carolina counties served by SHFB.

*  Duke Energy Helping Home Fund - This program utilizes funds from Duke Energy's Helping Home
Fund for the benefit of Duke Energy's low income electric customers for health and safety projects,
weatherization projects, heating repair and replacement projects, and vendor payments.

*  Race to the Top ~ This program is designed to provide child care providers with assistance in
helping parents remove bharriers and become involved in their child’s education.

*  Voluntary income Tax Assistance — This program provides free tax preparation for low income
individuals.

Note 3 - Investments

Investments are measured at fair value in the statement of financial position based on guoted market
price. Investment income and gains restricted by donors are reported as increases in unrestricted net
assets if the restrictions are met in the reporting period in which the income and gains are recognized.
Investments consist of the following at December 31, 2015:

Level 1 Level 2 Level 3 Total
Money market funds S 27,795 § - s - S 27,795
Mutual funds 612,240 612,240

$ 640,035 § - S - S 640,035




NOTES TO FINANCIAL STATEMENTS - continued
As discussed in Note 2, the Organization is required to report its fair value measurements in one of three
levels, which are based on the ability to observe in the marketplace the inputs to the valuation

techniques. The Organization uses the following ways to determine the fair value of its investments:

Money market funds: Determined by the published net asset value per unit at the end of the last
trading day of the fiscal year, which is the basis for transactions at that date.

Mutual funds: Determined by the published net asset value per unit at the end of the last trading
day of the fiscal year, which is the basis for transactions at that date.

Note 4 — Property and equipment

Property and equipment activity for the year ended December 31, 2015 was as follows:

Balance as restated Balance
January 1, 2015 Additions Retirements December 31, 2015
By Asset Type
Land s 509,732 3 - S - S 509,732
Vehicles 2,119,915 66,000 - 2,185,919
Equipment 1,955,504 25,341 38,460 1,942,385
Buildings and improvements 5,706,145 151,520 5,501 5,852,164
S 10,291,300 $ 242,861 S 43,961 S 10,450,200
By Function

Consumer Credit Counseling Service S 55,360 S - 5 - s 55,360
Head Start 4,642,065 11,708 33,026 4,620,747
Early Head Start ~ 66,000 - 66,000
State Child Development programs 2,624,328 - - 2,624,328
USDA 6,766 - - 6,766
CSBG 189,037 - 2,156 186,881
Family Self-sufficlency 2,870 - - 2,870
Home Investment Partnership 528,041 151,519 5,500 674,060
Weatherization 28,031 13,634 1,673 40,592
Ways and Means 20,500 - - 20,500
Second Harvest Food Bank 1,391,724 - 2,206 1,389,518
Weatherization - ARRA 176,197 - - 176,197
Corporate 626,381 - - 626,381
10,291,300 5 242,861 S 43,961 10,490,200
Accumulated depreciation 5,151,476 § 333,638 $ 34,069 5,451,045
S 5,139,824 s 5,039,155
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NOTES TO FINANCIAL STATEMENTS - continued
Note 5 — Long-term debt
Long-term debt at December 31, 2015 consisted of the following:

Note payable in monthly installments of $6,698, including

interest at 4.65% with a maturity date of June 19, 2025;

secured by real property at 2229 Southern Avenue,

Fayetteville, North Carolina. 5 606,589

Note payable in monthly installments of $5,591, including
interest at 4.45% with a maturity date of October 31, 2027,
secured by a Food Distribution Center at 406 Deep Creek

Road, Fayetteville, North Carolina. 570,920
1,177,509
Less currerit portion 95,011

S 1,082,458

Scheduled maturities of long-term debt, including the current portion, are as follows:

Food Southern
Distribution Avenue
Center Mortgage Total

2016 $ 42,554 S 52,457 S 95,011
2017 44,486 55,065 99,551
2018 46,507 57,718 104,225
2019 48,619 60,499 109,118
2020 50,827 63,363 114,190
Thereafter 337,927 317,487 655,414
$ 570,920 S 606,589 S 1,177,509

Note 6 - Income taxes

The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue
Code. If the Organization had earned income for activities not directly related to the Organization’s
tax-exempt purpose it would be subject to taxation as unrelated business income. In addition, the
Organization qualifies for the charitable contribution deduction under Section 170 (b}{1}{A) and has
been classified as an organization that is not a private foundation under Section 509 {a)(1}.

The Organization has evaluated the effect of accounting principles generally accepted in the United
States of America guidance on Accounting for Uncertainty in income Taxes. Management believes the
QOrganization continues to satisfy the requirements of a tax-exempt organization and therefore had no
uncertain income tax positions at December 31, 2015. '



NOTES TO FINANCIAL STATEMENTS - continued
Note 7 - Leases

The Organization is committed under several hon-cancelable operating leases for office space, Head
Start Centers and various equipment and vehicles. Additionally, certain facilities and equipment are

leased on a month to month basis. Lease expense for the year ended December 31, 2015 was $372,924.

Future minimum rental payments required under operating leases that have initial or remaining lease
terms in excess of one year as of December 31, 2015 are as follows:

Year ending December 31,

2016 $ 143,317
2017 54,600
2018 27,300
2019 -
2020 -
Thereafter -
S 225,217

Note 8 — Temporarily restricted net assets

Temporarily restricted net assets at December 31, 2015 are available for the following purposes:

Early Childhood Development programs S 1,081
Community Services programs 63,373
Child Hunger initiative 10,000
Backpack program 6,000
Operation Round Up 5,000
Acquisition and sterage of food 34,588

$ 125,052

Note 9 — Contingencies

The Organization receives funds from several federal and state grants. Periodic audits of these grants
are required and certain costs may be questioned as not being appropriate expenditures under the
grant agreements. Management believes any required refunds beyond what is already reserved will be
immaterial. A provision of $106,064 has been made in these financial statements for refund of grant
monies.

The Organization receives a substantial amount of its support from governmental agencies. A
significant reduction in the level of this support may have an adverse effect on the Organization's
programs and activities.

Note 10 — Subsequent events

The Organization has evaluated subsequent events through August 11, 2016, the date on which the
financial statements were available to be issued.
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NOTES TO FINANCIAL STATEMENTS - continued
Note 11 - Reclassifications and Prior Period Adjustments

Certain reclassifications have been made to the prior period amounts in order to conform to the current
year's presentation with no affect on previously reported change in net assets.

Other reclassifications to prior period amounts resulted from a review of capitalized assets in which it was
determined that amounts expended in the Home Investment Partnership Program in the year ended December
31, 2014 should have been capitalized as construction in progress rather than repairs and maintenance expense.
This resulted in an understatement of capital assets of $35,105 and an overstatement of repairs and maintenance
expense of $35,105. In addition, TEFAP commodities were not included in federal grant revenue or commodities
used expense resulting in an increase of $1,796,383 in federal grant revenue and commaodities used expense.

The net effect of these reclassifications resulted in the understatement of unrestricted net assets of $35,105. The
prior year net assets have been adjusted accordingly.
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ACTION PATHWAYS, iNC.
STATEMENT OF SUPPORT, REVENUE, EXPENDITURES , AND CHANGES IN NET ASSETS - NON-GAAP
HEAD START PROGRAM GRANT NUMBER 04-CH2139/49
For the year ended December 31, 2015

Revenue and support
Government Grants
Department of Health and Human Services - Head Start
Current year - new obligations

Full year-part day and special needs {PA-22) S 6,383,572
Training and technical assistance (PA-20} 65,593
Early program [PA-25) 1,875,493
Training and technical assistance (PA-21) 46,286

Total Head Start funds 8,370,944

Other revenue and public support

USDA reimbursement grants 684,130
Grantees non federal share - budget amount 1,649,840
USDA adult lunch revenue 91,328
Child care reimbursement 210
Other 158,110

Total other revenue and public support 2,583,618

Total revenue 10,954,562

Expenditures
Government grants
Head Start
Full year-part-day {PA-22)
Direct costs

Salaries and wages 3,313,242
Fringe benefits 1,328,777
Expendable equipment and equipment rentai 16,185
Supplies 124,163
Contractual and space costs 546,406
Other 525,861
Subtotal 5,854,644
indirect costs 687,249
Total 6,541,893

Training and technical assistance {PA-20)
Direct costs

Travel 65,593
Early (PA-25}

Direct costs
Salaries and wages 1,008,040
Fringe benefits ‘ 315,649
Expendable equipment and equipment rental 11,105
Supplies 83,757
Contractual and space costs 108,618
Other 152,461
Subtotal 1,679,630
Indirect costs 195,862
Total 1,875,492

Training and technical assistance {PA-21)
Direct costs
Travel 46,286
Total Head Start 8,529,264



Other expenditures
USDA reimbursement funds
Diract costs
Salaries and wages
Fringe benefits
Supplies
Contractual and space casts
Other
Subtotal
Indirect costs.
Total USDA

Public support
Head Start full year part-day (PA-22)

In-kind contributions (see note below)

Head Start early {PA-25}

In-kind contributions {see note below)

Totai public support
Total expenditures
Change in net assets
Net assets - beginning of year
Net assets - end of year
Analysis of net assets

Temporarily restricted
NC Transition Grant

Head Start administrative costs calculation

Administrative costs divided by grant revenue $1,057,363 / $10,020,748 = 10.6%
Conclusion - Final administrative costs do not exceed the 15% statutory limitation

NOTE - In-kind contributions on this statement include volunteer labor in the amount of 398,848

65,934
22,916
44,221
16,364
612,504
761,939
13,519
775,458

1,596,770

53,070
1,649,840

10,954,562

1,091

1,001

1,091

that do not meet the criteria for recognition under generally accepted accounting principles.

These amounts are included on this statement for grantor matching purposes but are
excluded from the basic financiai statements prepared in accordance with generally

accepted accounting principles.
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ACTION PATHWAYS, INC.
STATEMENT OF SUPPORT, REVENUE, EXPENDITURES , AND CHANGES IN NET ASSETS - NON-GAAP
COMMUNITY SERVICES BLOCK GRANT CONTRACT NUMBERS 30458 and 32184
For the year ended December 31, 2015

Grant period Grant period
Ending Ending
June 30, 2015 June 30, 2016 Total
Public support, government grants and revenues
Local matching 5 - ] - ] .
Direct (private donations) - - -
Interest income 33 12 45
Government grants
Federal pass through 526,543 314,273 840,816
Total public support, government grants and revenues 526,576 314,285 840,861
Expenditures
Direct costs
Salaries and wages 257,747 118,761 376,508
Fringe benefits 73,914 30,987 104,901
Communications 4,193 3,071 7,264
Space costs 40,638 32,332 72,970
Travel 8,500 12,222 20,722
Contractual 11,045 4,176 15,221
Supplies and materials 5,924 3,577 9,501
Client assistance 115,698 14,614 130,312
Equipment - - -
Other 7,111 {513} 6,598
Total direct costs 524,770 219,227 743,997
indirect costs 43,718 29,533 73,251
Total expenditures 568,488 248,760 817,248
Change in net assets {(41,912) 65,525 23,613
Net assets
Beginning of year 44,760 - 44,760
End of year 5 2,848 $ 65,525 5 68,373
Analysis of net assets
CSBG programs S - s 65,525 s 65,525
Mongrant funds - temporarily restricted 2,848 - 2,848
S 2,848 S 65,525 S 68,373
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ACTION PATHWAYS, INC,

STATEMENT OF SUPPORT, REVENUE, EXPENDITURES AND CHANGES IN NET ASSETS - BUDGET AND ACTUAL - NON-GAAP

COMMUNITY SERVICES BLOCK GRANT CONTRACT NUMBER 32184
Grant period July 1, 2015 through June 30, 2016
As of December 31, 2015

Public support, government grants and revenues
Local matching
Direct (private donations)
Interest income
Government grants
Federai pass through
Totai public support, government grants and revenues

Expenditures
Direct costs
Salaries and wages
Fringe benefits
Communications
Space costs
Travel
Contractual
Supplies and materials
Client assistance
Equipment
Other
Total direct costs
Indirect costs
Total expenditures

Change in net assets

Net assets
July 1, 2015

December 31, 2015
Analysis of net assets

CSBG programs
Nongrant funds - temporarily restricted

Variance
Favorable
Sudget Actual {Unfavorable)

- 12 12
942,117 314,273 {627,844}
942,117 314,285 {627,832)
375,616 118,761 256,855
111,406 30,987 80,419

7,044 3,071 3,973
70,864 32,332 38,532
28,308 12,222 16,086
20,753 4,176 16,577
18,500 3,577 14,923

125,168 14,614 116,554
80,234 ~ 80,234
27,274 (513) 27,787
865,167 219,227 645,940
76,950 29,533 47,417
842,117 248,760 693,357
- 65,525 65,525

2,848 2,848

68,373 68,373

65,525 65,525

2,848 2,848

68,373 68,373
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ACTION PATHWAYS, INC.
STATEMENT OF FINANCIAL POSITION - NON-GAAP
SECOND HARVEST FOOD BANK OF SOUTHEAST NC

UNAUDITED
December 31, 2015

Assets
Current assets
Accounts receivable S 53,997
Grants receivable 60,729
Inventories 780,895
Prepaid expenses 5,976
Total assets S 901,597
Liabilities
Current liabilities
Temporary bank overdraft payable S 46,620
Accounts payable 22,862
Accrued salaries 4,919
Accrued vacation 18,811
Grant refunds payable 8,766
Long term liabilities
Due to other funds 38,970
Total liabilities 140,948
Net assets
Unrestricted 705,061
Temporarily restricted 55,588
Total net assets 760,649

Total liabilities and net assets S 901,597




ACTION PATHWAYS, INC.

STATEMENT OF SUPPORT, REVENUE AND EXPENDITURES - NON-GAAP
SECOND HARVEST FOOD BANK OF SOUTHEAST NC
UNAUDITED
For the year ended December 33, 2015

Support and revenues
Grant assistance
Federal and Federal pass-through
State
Local
Other
Total grants
Donations
Cash
Food
Total donations
Fees
Shared malntenance
Gues
Total fees

Cther
Totai support and revenues

Expenditures
Administration
Personnel
Paryoll taxes
Fringe benefits
Supplies
Contractual and space
Other
Indirect
Total administration

Operating
Personnel
Payroll taxes
Fringe benefits
Travel
Supplies
Contractual and space
Food purchases and USDA commodities used
Denated food distributed
Spoilage
Cther
Total cperating

Fundraising
Personnel
Payroll taxes
Fringe benefits
Supplles
Contractuai and space
Other
Total fundraising

Total expenditures

Adjustment to net assets

See Note 2 to the Financial Statements for inventary and Donated Food explanations

§ 1,658,432
31,444

18,000

132,233
1,860,109

334,008
13,747,186
14,081,284

539,471
13,627
553,098

4,964

16,499,455

69,606
7,204
9,915
1,615
3,145

21,225
80,149
192,864

303,987
31,192
52,158

4,990
11,698
85,411

1,515,934
13,375,053
1,218,443
287,932
16,896,798

41,510
2,266
5,897
1,479

10,951

27,106

92,209

17,181,871

$ [682,416)
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HAIGH, BYRD & LAMBERT, LLP

CERTIFIED PUBLIC ACCOUNTANTS
1007 HAY STREET
POST OFFICE BOX 53349
FAYETTEVILLE, NORTH CAROLINA 28305

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MIATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of Action Pathways, Inc.
Fayetteville, North Carolina

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 Action Pathways, Inc. {(a non-profit organization), which
comprise the statement of financial position as of December 31, 2015, and the related statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial statements, and have issued our
report thereon dated August 11, 2016,

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management

or. employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Action Pathways, Inc.’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounis. However, providing an opinion on compiiance with those provisions was not an objective of our

audit and, accordingly, we do not express such an opinion. The resuits of our tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.
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Purpose of this Report

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

in considering the organization's internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

Sk ﬁlﬁ'{dQKM’hW g

Certified Public Accountants
Fayetteville, North Carolina
August 11, 2016
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HAIGH, BYRD & LAMBERT, LLP

CERTIFIED PUBLIC ACCOUNTANTS
1007 HAY STREET
POST OFFICE BOX 53349
FAYETTEVILLE, NORTH CAROLINA 28305

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors of Action Pathways, Inc.
Fayetteville, North Carolina

Report on Compliance for Each Major Federal Program

We have audited Action Pathways, Inc.'s compliance with the types of compliance requitements described in the
OMB Circulor A-133 Compliance Supplement that could have a direct and material effect on each of Action Pathways,
Inc.'s major federal programs for the year ended December 32, 2015. Action Pathways, Inc.'s major federal programs
are identified in the summary of auditors' results section of the accompanying schedule of findings and questioned
costs.

Management's Responsibitity

Management Is responsible for compliance with the federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of Action Pathways, Inc.'s major federal 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 Comptroler General of the United States;
and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Reguirements,
Cost Principles, and Audit Requirements for Federal Awards {Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about Action Pathways, Inc.'s
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis far cur opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Action Pathways, Inc.'s compliance.

Opinion on Each Major Federal Program

In our opinion, Action Pathways, Inc. complied, in ali material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the year
ended December 31, 2015.
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Report on internal Control Over Compliance

Management of Action Pathways, Inc. Is responsible for establishing and maintaining effective intarnal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered Action Pathways, Inc.'s internal controf 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 controf over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of internal controt over compliance. Accordingly, we do not express an

opinion on the effectiveness of Action Pathways, inc.'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 Internol control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that materiat noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A significont
deficiency in internal control over compliance 1s a deficiency, or a combination of deficiencies, in internal control over
compiiance 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 compiiance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
considar 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 Internal
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,
this report is not suitable for any other purpose.

"%6(4 By § Simboert, LLP

Certified Public Accountants
Fayetteville, North Carolina
August 11, 2016
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ACTION PATHWAYS, INC,
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended December 31, 2015

Section | - Summary of Auditors’ Results

Financial Statements
Type of auditors' report issued:
Internal controt over financial reparting:
#* Material Weakness{es) identifled?

& Significant Deficiency(s) identified that are
not considered to be material weaknessas?

Noncompliance material to financial statements noted?
Federal Awards
Internal controf over major federal programs:

* Material Weakness{es} identified?

& Significant Deficiency(s} ideniified that are
not considered to be material weaknesses?

Noncompliance material to federal awards noted?
Type of auditar's report issued an compliance for major programs:

Any audit findings disclosed that are required to be reported
in accordance with section 510{a} of Circular A-133?

Major federal programs:

CFDA Number
10,558
10.568
10.569
81,042
93.568

93.600

Dollar threshold used to distinguish between type A and type B programs:

Auditee gqualified as low-risk auditee?

Unmodified

yes

yes

yes

yes

yes
yes

Unmaodified

yes

Nare of Federal Program
Child and Adutt Care Food Program

no

none reported

no

ne

none reported

no

no

Emergency Food Assistance Program {Administrative Costs)

Emergency Food Assistance Program {USDA Foods)

Woeatherization Assistance Program for Low-Income Persons
Low-income Hame Energy Assistance Program - Heating and

Air Repair and Replacement Program
Head Start

$750,000

X yes

no

Section 1l - Financiat Statement Findings

None reported

Section ] - Federal Award Findings and Questioned Costs

None reported
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ACTION PATHWAYS, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the year ended December 31, 2015

in-kind
Federal program inceme
Federal Grantor/Nonfederal Grantor/Pass-Through CFDA Federal and ather local
Grantor/Program or Cluster Titfe Number Expendttures Expenditures
U.S. Department of Health and Human Services
Head Start {Note 2) 93.600 $ 8,370,944  $ 1,649,840
Early Head Start Child Care Partnership {Note 2) 93.660 714,349 14,286
Passed through N.C. Department of Health and Human Services
Community Services Block Grant 93,569 817,203 -
Social Services Block Grant
Administration for Children and Families 93.667 331,926 -
Low-Income Home Energy Assistance Program - Heating and 93.568 569,497 2,395
Air Repair and Replacement Program
Low-income Home £nergy Assistance Program - Heating and 93,568 213,696 -
Air Repair and Replacement Program - Scotland Area
Low-income Home Energy Assistance Program - Weatherization G3.568 1,110,908 1,475
Low-Income Home Energy Assistance Program - Weatherization - 93,568 424,114 -
Scotland Area
Total Department of Health and Human Services 12,552,637 1,667,996
U.5. Department of Agriculture
Passed through N.C. Department of Health and Human Services
Child and Adult Care Food Program 10.558 684,130 -
Emergency Food Assistance Cluster
Passed through N.C. Department of Agriculture
Emergency Food Assistance Program (Administrative costs) 10.568 60,960 -
Emergency Food Assistance Program (Food commodities) 10.569 1,265,546 -
Total Emergency Food Assistance Ciuster 1,326,506 -
Total U.S. Department of Agriculture 2,010,636 -
U.5. Department of Energy
Passed through N.C. Department of Commerce
Weatherization Assistance Program for Low-Inceme Persons 81.042 225,544 -
Weatherization Assistance Program for Low-Incomne Persons - Scotland Area 81.042 104,523 -
Total U.S. Department of Energy 330,067 -
U.8. Department of Housing and Urban Develcpment
Housing Counseling Assistance Program 14.169 39,795 -
Passed through City of Fayetteville
Faiy Housing Assistance Program 14,401 968 -
HOME Investment Partnership Program 14,239 36,389 -
CDBG Entitlement Grants Cluster
Passed through City of Goldsboro
Community Development Block Grant/Entitlement Grants 14,218 3,800 -
Passed through City of Fayetteville
Community Development Biock Grant/Entitlement Grants 14,218 8,501 -
Total U.S. Department of Housing and Urban Development 85,453 -
U.5. Bepartment of Treasury
Internal Revenue Service - VITA Matching Grant {Note 2} 24,009 140,193 497,156
Neighborhood Works America
Passed through N.C. Housing Finance Agency
Foreclosure Counseling Mitigation Program 23.000 145,620 -
Total Expenditures of Federal Awards 15,268,606 2,165,152

State of N.C. grant pzrograms

Nutritlen Assistance & Foed Distribution for At-Risk Families 31,444 -
2012 Nationai Mortgage Settlemant 113,505 -
Total £xpenditures of State Awards 144,949 -

Total Expenditures of Federal and State Awards 5 15,413,555 S 2,165,152




ACTION PATHWAYS, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the year ended December 31, 2015

Note 1 Busis of Presentation

The accompanying schedule of expenditures of federal and state awards {the Scheduie) includes
the federal and state award activity of Action Pathways, Inc. under programs of the federal and
state government for the year ended December 31, 2015. The information in this Schedule is
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations

Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion

of the operations of Action Pathways, Inc., it is not intended to and does not present the
financial position, changes in net assets, or cash flows of Action Pathways, Inc.

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

Note 2 In-kind Contributions

in-kind, program income, and other local expenditures include in-kind contributions of
$2,157,800. Donated services not meeting the provisions of accounting principles
generally accepted in the United States of America {those not requiring specific expertise),

valued at $98,848 for the year ended December 31, 2015 have been eliminated for financial
statement purposes for the Head Start grant.

Note3 Food Commodities
Nonmonetary assistance is reported in this schedule at the fair market value of commodities

received. At December 31, 2015 the Organization had food commodities totaling $91,110
in inventory.



ACTION PATHWAYS, INC,
RESOLUTION OF MATTERS RELATING TO THE PRIOR YEAR AUDIT
December 31, 2015

There were no findings or questioned costs for fiscal year ended December 31, 2014 relative to Federal
Award Programs.
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