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INDEPENDENT AUDITORS' REPORT
February 27, 2023

Board of Directors
EightCAP, Inc.
Orleans, Michigan

Report on the Financial Statements
Opinion

We have audited the accompanying financial statements of EightCAP, Inc. (a Michigan not-for-profit
corporation, the "Organization"), which comprise the statement of financial position as of
September 30, 2022, and the related statements of activities, functional expenses and cash flows for the
year then ended, and the related notes to the financial statements (the "financial statements").

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of September 30, 2022, and the changes in its net assets and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Independent Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Organization and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
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In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Organization's ability to
continue as a going concern within one year after the date that the financial statements are available to be
issued.

Independent Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors' report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
* Exercise professional judgment and maintain professional skepticism throughout the audit.

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

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Organization's internal control. Accordingly, no such opinion is expressed.

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

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

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 27,
2023, on our consideration of the Organization's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Organization's internal control over

financial reporting and compliance.
'@«M%M LLC



EIGHTCAP, INC.

. Statement of Financial Position
Year Ended September 30, 2022

Assets
Current assets:
Cash and cash equivalents
Grants receivable
Accounts receivable
Prepaid expenses
Total current assets

Noncurrent assets:
Property and equipment, net

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued payroll and other liabilities
Accrued interest payable
Refundable advances on conditional contributions
Refundable operating advances
Current portion of long-term debt

Total liabilities (all current)
Net assets
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

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

1,108,817
1,052,339
32,096
300,890

2,494,142

940,338

3,434,480

410,520
592,748

139
352,441
253,833
250,003

1,859,684

1,145,585
429,211

1,574,796

3,434,480




EIGHTCAP, INC.

. Statement of Activities

For the Year Ended Year Ended September 30, 2022

Support and revenue
Grant revenue
Contributions and donations of

cash and other financial assets

Program income
In-kind contributions (Note 1 and 7)
Rental income
Other income

Net assets released from restrictions

Total support, revenue and net assets released
from restrictions

Expenses

Program services:
Child education activities
Weatherization and energy assistance
Food programs
Senior services
Community services

Total program services

Supporting services:
Management and general
Fundraising

Total supporting services

Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

Without Donor

With Donor

Restrictions Restrictions Total
S 21,558,126 - 21,558,126
- 517,242 517,242
11,874 - 11,874
775,169 - 775,169
45,300 - 45,300
26,919 12,299 39,218
22,417,388 529,541 22,946,929
246,334 (246,334) -
22,663,722 283,207 22,946,929
10,613,912 - 10,613,912
952,873 - 952,873
548,100 - 548,100
649,320 - 649,320
8,158,936 - 8,158,936
20,923,141 - 20,923,141
1,498,218 - 1,498,218
9,583 - 9,583
1,507,801 - 1,507,801
22,430,942 - 22,430,942
232,780 283,207 515,987
912,805 146,004 1,058,809
S 1,145,585 429,211 1,574,796

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



EIGHTCAP, INC.

[ statement of Functional Expenses
Year Ended Year Ended September 30, 2022

Program Services

Child Weatherization
Education and Energy Food Senior
Activities Assistance Programs Services
Expenses
Salaries and wages S 5981316 S 425,406 S 24,822 S 149,111
Employee benefits and payroll taxes 2,181,402 151,145 19,145 52,248
Client assistance - 153,529 158,884 -
Occupancy 854,410 25,730 - 9,188
Contracts and professional services 507,127 85,242 4,821 2,064
Supplies 250,736 17,076 339,987 8,794
Depreciation 96,163 33,035 - -
Communication 129,533 7,077 1 44,600
Equipment 13,323 1,494 320 896
Insurance 86,053 11,424 - 1,801
Travel 322,090 26,826 120 9,564
Vehicle repair and maintenance 76,965 6,390 - -
Staff development 91,458 8,496 - 3,647
Volunteer services - - - 347,938
Other 23,336 3 - 19,469
Total expenses S 10,613,912 $ 952,873 § 548,100 $ 649,320

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



Program Services Supporting Services

Management
Community and Total
Services Total General Fundraising Total Expenses
S 1062699 $ 7,643,354 S 874,277 §$ - S 874,277 S 8,517,631
330,820 2,734,760 240,264 - 240,264 2,975,024
6,072,610 6,385,023 - - - 6,385,023
69,253 958,581 47,679 - 47,679 1,006,260
426,701 1,025,955 193,866 - 193,866 1,219,821
60,570 677,163 31,846 - 31,846 709,009
14,592 143,790 46,198 - 46,198 189,988
29,685 210,896 16,104 - 16,104 227,000
3,292 19,325 3,134 - 3,134 22,459
10,329 109,607 7,472 - 7,472 117,079
28,651 387,251 15,627 - 15,627 402,878
3,886 87,241 78 - 78 87,319
9,411 113,012 4,830 - 4,830 117,842
- 347,938 - - - 347,938
36,437 79,245 16,843 9,583 26,426 105,671
S 8158936 S 20,923,141 S 1,498,218 S 9583 $§ 1,507,801 $ 22,430,942




EIGHTCAP, INC.

[ statement of Cash Flows
For the Year Ended Year Ended September 30, 2022

Cash flows from operating activities
Change in net assets S 515,987
Adjustments to reconcile change in net assets to net
cash provided by operating activities:

Depreciation 189,988
Changes in operating assets and liabilities:
Grants receivable 503,614
Accounts receivable (30,783)
Prepaid expenses (235,511)
Accounts payable (177,792)
Accrued payroll and other liabilities 61,595
Accrued interest payable (18)
Refundable advances on conditional contributions 316,623
Net cash provided by operating activities 1,143,703

Cash flows used in investing activities
Purchases of property and equipment (400,190)

Cash used in financing activities

Principal payments on long-term debt (32,379)
Net change in cash and cash equivalents 711,134
Cash and cash equivalents, beginning of year 397,683
Cash and cash equivalents, end of year $ 1,108,817

Supplemental cash flows disclosure
Cash paid for interest totaled $10,822 for the year ended September 30, 2022.

The accompanying notes are an integral part of these financial statements.
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EIGHTCAP, INC.
[ Notes to Financial Statements
1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Business

EightCAP, Inc. (the “Organization”) was organized as a Michigan not-for-profit corporation in 1966. The
Organization was formed to provide medical, dental, nutritional, and educational services to preschool-
aged children; weatherize dwellings of low-income and underprivileged individuals; provide emergency
assistance in the form of items such as fuel and clothing; and to provide other services to low-income
individuals and families. The Organization primarily serves the counties of Gratiot, lonia, Isabella, and
Montcalm, Michigan. The Organization is primarily supported through federal and state grants.

The Organization provides the following programs:

Child education activities
Includes the Head Start and Great Start Readiness Programs, which provide medical, dental, nutrition and
educational services to preschool aged children.

Weatherization and energy assistance
Provides free home energy conservation services to low-income homeowners and renters to reduce energy
use, lower utility bills and ensure a safe living environment.

Food programs
Distributes food items to low income families in partnership with several independent food pantries.

Senior services

The Foster Grand Parent program provides children that are at-risk or have unique needs with the mentor-
ship of older adults. The Senior Companion Program aims to keep seniors independent longer and provide
respite to family caregivers through volunteers who provide assistance and friendship to seniors.

Community services
Provides low-income or no-income households with emergency food, utilities, shelter, transportation,
medical and clothing.

Risks and Economic Uncertainties

The outbreak of a novel coronavirus (COVID-19), which the World Health Organization declared in March
2020 to be a pandemic, continues to spread throughout the United States of America and the globe. As a
result, the COVID-19 outbreak is disrupting and affecting the Organization's normal operations. The extent
of the ultimate impact of the pandemic on the Organization’s operational and financial performance will
depend on various developments, including the duration and spread of the outbreak and its impact on
funding sources, employees and vendors, all of which cannot be reasonably predicted at this time. The
Organization received approximately $7 million during fiscal year 2022 to be used to respond to the
impacts of the COVID-19 pandemic through the CARES Act and other funding sources. Management does
not believe that the negative financial impacts of the pandemic, if any, would be material to the
Organization.

10



EIGHTCAP, INC.

[ Notes to Financial Statements
Concentration of Funding

The Organization receives a substantial amount of its funding from the U.S. Department of Health and
Human Services (USDHHS) for Head Start programs. For the year ended September 30, 2022, funding
received from USDHHS for Head Start programs represented 50% of total grant revenue and 55% of total
grants receivable. Loss of this funding would result in a substantial reduction in program services.

Basis of Presentation

The accompanying financial statements present the financial position, changes in net assets and cash flows
of the Organization in accordance with accounting principles generally accepted in the United States of
America ("GAAP").

Net assets, support and revenues, gains and losses are classified based on the existence or absence of
donor- (or certain grantor-) imposed restrictions. Accordingly, net assets and changes therein are classified
and reported as follows:

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions.

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be met
by the passage of time or other events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity. Donor-
imposed restrictions are released when a restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, or both.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of support and revenue and expenses during the year. Actual results could differ
from those estimates. Significant estimates include, but are not limited to the accrued compensated
absences liability, useful lives of property and equipment, and the valuation of donated facilities and
professional services.

Cash and Cash Equivalents
Cash and cash equivalents consist of demand deposits and cash on hand. The Organization’s cash is
insured by the Federal Deposit Insurances Corporation (FDIC) up to $250,000 per bank. At times the

Organization’s bank balance exceeds FDIC limits. Management believes the Organization is not exposed to
any significant interest rate or other risk on these deposits.

11



EIGHTCAP, INC.

[ Notes to Financial Statements

For purposes of the statement of cash flows, the Organization considers all highly liquid investments
purchased with an original maturity of three months or less to be cash and cash equivalents.

Grants Receivable

Grants receivable consist of amounts due from various federal, state and local agencies related to
expenses incurred in reimbursement-based programs that were not billed and received by the
Organization until after year-end. Management considers all grant receivables to be fully collectible.

Accounts Receivable

Accounts receivable represents amounts due from various entities for management services. Accounts
receivable are stated at the amount management expects to collect from balances outstanding at year-
end. Based on management's assessment of the credit history of customers having outstanding balances
and current relationships with them, management has estimated that realization of losses on balances
outstanding at the year-end will not be significant, and no allowance for uncollectible balances has been
recorded.

Prepaid Expenses

Payments to vendors for services that will benefit periods beyond the Organization’s fiscal year end are
recorded as prepaid expenses.

Property and Equipment and Depreciation

Property and equipment are recorded at cost or, if donated, at the fair market value on the date of the gift.
The Organization capitalizes equipment purchased with a unit cost of $5,000 or greater and an estimated
useful life of more than one year. Major improvements and renewals are capitalized while ordinary
maintenance and repairs are expensed. Management annually reviews these assets to determine whether
carrying values have been impaired. Depreciation is computed using the straight-line method over the
estimated useful lives of the related assets, which generally range from 5 to 40 years.

Property and equipment purchased with grant funds are owned by the Organization while used in the
program for which they were purchased or in future authorized programs. However, the various funding
sources have a reversionary interest in the property and equipment purchased with grant funds. Its
disposition, as well as the ownership of any proceeds therefrom, is subject to funding source regulations.
The net book value of property and equipment purchased with such grant funds at September 30, 2022 is
$400,190.

12



EIGHTCAP, INC.

[ Notes to Financial Statements
Compensated Absences

Regular full-time employees accumulate annual leave at a scheduled rate based on date of hire. Annual
leave must be used during the program fiscal year in which it is accrued or it is lost except that annual
leave that is accrued during an employee's first year of employment will carry over from the first program
fiscal year into the second program fiscal year because the employee is not able to access this annual leave
during their initial probationary period. Personnel leaving the Organization will be paid for any accrued
unused annual leave except that, if employment is terminated during the first year of employment, annual
leave is not considered an entitlement and is not paid out. The liability for compensated absences consists
of accrued unused vacation days for employees eligible to receive termination payments.

Revenue Recognition
Contributions

The Organization records as revenue the following types of contributions when they are received
unconditionally, at their fair value: cash, promises to give, and gifts of long-lived and other assets.
Conditional contributions, those with a measurable performance or other barrier and a right of return, are
not recognized until the conditions on which they depend have been met.

Contributions received are recorded as support with or without donor restrictions, depending on the
existence and/or nature of any donor imposed restrictions. Contributions are recognized when the donor
makes a promise to give that is, in substance, unconditional. Contributions that are restricted by the donor
are reported as increases in net assets without donor restrictions if the restrictions expire in the year in
which the contributions are received. All other donor-restricted contributions are reported as increases in
net assets with donor restrictions. When a restriction has been satisfied or expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions.

Grants

Grant awards are either recorded as contributions or exchange transactions based on criteria contained in
the grant award:

Grant awards that are contributions — Grants that qualify as contributions are recorded as invoiced to
the funding sources in accordance with the terms of the award and Accounting Standards Update
("ASU") No. 2018-08, Clarifying the Scope and the Accounting Guidance for Contributions Received and
Contributions Made (Accounting Standards Codification Topic 605). Revenue is recognized in the
accounting period when the related allowable qualifying expenses or asset acquisition costs are
incurred. Amounts received in excess of expenses or asset acquisitions are reflected as refundable
advances on conditional contributions. As of September 30, 2022, contributions of grants of
approximately $1.3 million have not yet been recognized because qualifying expenses have not yet
been incurred. Refundable advances related to these conditional contributions totaled $352,441 at
September 30, 2022.

13



EIGHTCAP, INC.

[ Notes to Financial Statements

Grant awards that are exchange transactions — Exchange transactions are typically reimbursed based
on a predetermined rate for services performed in accordance with the terms of the award and ASU
No. 2014-09, Revenue from Contracts with Customers (Accounting Standards Codification Topic 606).
The revenue is recognized when control of the promised goods or services is transferred to the
customer (grantor) in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. There were no grant awards that were considered
exchange transactions during the year ended September 30, 2022.

Rental and Other Revenue
Revenues from rental income and other charges to tenants are recognized in the month earned.
In-kind Contributions

The Organization records in-kind contributions for professional services in the statement of activities.
Generally accepted accounting principles (GAAP) require that contributions of services be recorded where
they (a) create or enhance a non-financial asset, or (b) require specialized skills, are provided by an
individual possessing those skills and would typically need to be purchased if not provided by donation.
The requirements of GAAP are different than the in-kind recognition requirements of several of the
Organization’s grant awards. As described in Note 7, the Organization received contributions of non-
professional volunteers during the year that do not meet the GAAP recognition requirements.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a functional basis in
the statement of activities. The statement of functional expenses presents the natural classification detail
of expenses by function. Accordingly, certain costs have been allocated amongst the programs and
supporting services benefited based on the Organization's cost allocation plan. Administrative salaries,
wages and fringe benefits are allocated based on a weighted average of the number of employees and
accounts payable transactions per program. Other costs are charged based on other factors, such as the
number of employees in a program, square footage occupied by a program, number of miles driven for a
program, etc.

Related Parties

One of the Organization's board members is an executive at the financial institution that holds the
Organization's bank accounts and note payable.

14



EIGHTCAP, INC.

[ Notes to Financial Statements
Income Taxes

The Organization is a not-for-profit organization exempt from federal income taxes under Section 501(c)(3)
of the Internal Revenue Code and is exempt from similar state and local taxes. Accordingly, no provisions
have been made for income taxes in these financial statements. Although the Organization was granted an
income tax exemption by the Internal Revenue Service, such exemption does not apply to “unrelated
business taxable income”. Such income, pursuant to the Internal Revenue Code and related regulations,
includes investment income, such as interest received from sources other than directly from contributions.
The Organization has been classified as not a private foundation.

The Organization analyzes its filing positions in the federal and state jurisdictions where it is required to file
income tax returns, as well as all open tax years in these jurisdictions. The Organization treats interest and
penalties attributable to income taxes, and reflects any charges for such, to the extent they arise, as a
component of its management and general expenses.

The Organization has evaluated its income tax filing positions for the open tax years. The Organization
concluded that there are no significant uncertain tax positions requiring recognition in the financial
statements. The Organization does not expect the total amount of unrecognized tax benefits (“UTB”) (e.g.
tax deductions, exclusions, or credits claimed or expected to be claimed) to significantly change in the next
twelve months. The Organization does not have any amounts accrued for interest and penalties related to
UTBs at September 30, 2022 and is not aware of any claims for such amounts by federal or state income
tax authorities.

Change in Accounting Principle

In September 2020, the Financial Accounting Standards Board ("FASB") issued Accounting Standard Update
("ASU") 2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial
Assets . The standard requires nonprofits to expand their financial statement presentation and disclosures
of contributed nonfinancial assets, including in-kind contributions. The standard includes disclosure of
information on an entity's policies on contributed nonfinancial assets about monetization and utilization
during the reporting period, information on donor-imposed restrictions and valuation techniques. The new
standard, as amended, is to be applied retrospectively, to annual reporting periods beginning after
June 15, 2021. The Organization adopted the standard on October 1, 2021. Adoption of this standard did
not have a material impact on the financial statements. The Organization has updated disclosures as
necessary (See Note 7).

15



EIGHTCAP, INC.

[ Notes to Financial Statements
Upcoming Accounting Pronouncement

In February 2016, the Financial Accounting Standards Board Issued Accounting Standards Update No. 2016-
02, Leases ("Topic 842"). This standard, as amended, requires all leases with durations greater than twelve
months to be recognized on the statement of financial position as assets and liabilities. The new guidance
will continue to classify leases as either finance or operating, with classification affecting the presentation
and pattern of expense and income recognition, in the statement of activities. The standard also requires
additional quantitative and qualitative disclosures about leasing arrangements. The standard is effective
for the Organization beginning October 1, 2022. Management is currently evaluating the provisions of
Topic 842 to determine the potential impact on the Organization's financial statements.

Subsequent Events

In preparing these financial statements, management has evaluated, for potential recognition or
disclosure, significant events or transactions that occurred during the period subsequent to
September 30, 2022, the most recent statement of financial position presented herein, through
February 27, 2023, the date these financial statements were available to be issued. No significant such
events or transactions were identified.

2. LlQuiDiTty

The Organization's financial assets available within one year of the statement of financial position date for
general expenditures are as follows as of September 30, 2022:

Cash and cash equivalents S 1,108,817
Grants receivable 1,052,339
Accounts receivable 32,096
Total assets 2,193,252
Less: net assets with donor restrictions (429,211)

Financial assets available to meet cash needs for
general expenditures within one year S 1,764,041

The Organization has $1,764,041 as of September 30, 2022 in financial assets available within one year of
the statement of financial position date to meet cash needs for general expenditures. The Organization
manages its liquidity required to meet its operating needs while also trying to maximize the investment of
its available funds. As part of the Organization's liquidity plan, grant revenue and certain contributions are
available for general expenditures, without donor or other restrictions limiting their use, within one year of
the statement of financial position date.

16



EIGHTCAP, INC.

[ Notes to Financial Statements
3. GRANTS RECEIVABLE

Grants receivable consist of amounts due from funding sources as follows as of September 30, 2022:

U.S. Department of Health and Human Services S 576,680
Mid Michigan Community Action Agency 39,249
Michigan Department of Education 75,927
Corporation for National and Community Service 13,869
Michigan Department of Health and Human Services 303,042
U.S. Department of Housing and Urban Development 11,486
Michigan State Housing Development Authority 11,831
Other sources 20,255
Total grants receivable $ 1,052,339

4. PROPERTY AND EQUIPMENT

The following is a summary of property and equipment as of September 30, 2022:

Land S 119,631
Buildings and improvements 1,801,840
Vehicles 2,332,562
Equipment 572,285
Total property and equipment 4,826,318
Less accumulated depreciation (3,885,980)
Property and equipment, net S 940,338

Depreciation expense for the year ended September 30, 2022 totaled $189,988.
5. LONG-TERM DEBT
Long-term debt consists of the following obligation at September 30, 2022:

Note payable, collateralized by real estate, due in monthly installments
of $3,600, including interest at 4.0% per annum, with a balloon

payment in July 2023. S 250,003

Interest expense for the year ended September 30, 2022 was $10,804.

17



EIGHTCAP, INC.
[ Notes to Financial Statements
6. NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions consist of contributed financial assets for which the use by the
Organization has been limited by donors for a specific purpose. Net assets with donor restrictions consist

of the following at September 30, 2022.

Purpose restrictions

Montcalm County Food Drive S 38,524
Walk for Warmth 26,480
Greenville Optimist Camp for People with Disabilities 43,615
Court Appointed Special Advocate (CASA) 284,903
Foster grandparent/senior companion program 8,336
Threshold Academy Scholarship Fund 6,747
Veterans Support Fund 4,081
Isabella County Ministerial Association 1,451
Head Start 12,667
Other restricted purposes 2,407
Total net assets with donor restrictions S 429,211

18



EIGHTCAP, INC.

[ Notes to Financial Statements

7.

IN-KIND CONTRIBUTIONS

In-kind contributions were received for the following programs/activities for the year ended
September 30, 2022. Certain amounts represent volunteer time for non-specialized services. While such
amounts are permitted to be used toward grant match requirements, they do not meet the criteria for
recognition in the financial statements. The amount recognized is recorded as in-kind professional services
contributions revenue without donor restrictions and program expenses in the statement of activities.
Donated in-kind professional services are valued based on comparable positions within the Organization or
market based on tracked volunteer timesheets. A summary of in-kind contributions received are as follows:

Total Amount
Contributions Recognized
Child education activities:
Head Start S 2,044,366 S 641,699

Senior services:

Foster Grandparent Program - AASA 217,769 47,748
Foster Grandparent Program - CNCS 151,343 38,695
Senior Companion Program - AASA 87,151 21,252
Senior Companion Program - CNCS 80,351 25,775
Total senior services 536,614 133,470

Other services

HUD Permanent Housing 47,848 -
HUD PSH Dedicated+ 34,909 -
Total other services 82,757 -
Total in-kind contributions $ 2,663,737 $ 775,169
RETIREMENT PLAN

The Organization had a voluntary defined contribution money purchase pension plan funded through
deferred custodial accounts and annuities pursuant to IRS Code Section 403(b) from October 1, 2021
through April 30, 2022 and then has switched to a Section 401(k) plan from May 1, 2022 through
September 30, 2022. Participation in the plan is open, on a voluntary basis, to all employees who are at
least 18 years of age and who are compensated for at least 1,000 hours of service in a plan year.

Employee contributions to the plan are determined by the employee and based on a percentage of his or
her bi-weekly earnings. The Organization contributes 5% of compensation for all eligible employees
participating in the plan. Employer and employee contributions to the plan for the year ended September
30, 2022 were $260,524 and $287,514, respectively. Participants are immediately vested in all
contributions and proceeds may be withdrawn at any time subject to an early withdrawal penalty.
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EIGHTCAP, INC.

[ Notes to Financial Statements

9.

10.

11.

OPERATING LEASES

The Organization leases various facilities and equipment for operation of its programs under operating
leases. Operating lease expense for the year ended September 30, 2022 was $276,481. Future minimum
operating lease payments on noncancelable lease terms having initial or remaining lease terms of one year
or more are as follows for the years subsequent to September 30, 2022:

Year Ending
September 30, Amount
2023 S 216,424
2024 118,253
2025 12,317
2026 3,106
2027 3,142
Thereafter 14,998
Total $ 368,240

COMMUNITY FOUNDATION

The Greenville Area Community Foundation (the “Foundation”) maintains two separate funds that are not
included in the financial statements for programs administered by the Organization (the Camp Wah-Wah-
Tay-See Fund, and the Threshold Academy Fund). Resources of the funds can be obtained and expended
by the Organization under provisions of the agreements and upon approval by the Foundation. While such
contributions are earmarked for the Organization, the variance power held by the Foundation precludes
their recognition in the accompanying financial statements in accordance with GAAP. Earnings on the
endowments after specific annual additions to the endowment corpus can also be obtained and expended
by the Organization upon request by the Organization's Board of Directors and approval by the
Foundation. At September 30, 2022, the balance of the assets held by the Greenville Area Community
Foundation for Camp Wah-Wah-Tay-See and Threshold Academy was $20,035, (including a spendable
amount of $3,085) and $66,491 (entire balance represents spendable amount), respectively.

CONTINGENT LIABILITIES

Amounts received or receivable from grantor agencies are subject to audit and potential adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenses which may be
disallowed by the grantor cannot be determined at this time although the Organization expects such
amounts, if any, to be immaterial.
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EIGHTCAP, INC.

[ Notes to Financial Statements
12. RISK MANAGEMENT

The Organization is exposed to various risks of loss related to property loss, torts, errors and omissions,
employee injuries (workers’ compensation), as well as medical benefits provided to employees. The
Organization has purchased commercial insurance for all claims related to the previously stated risks.
Settled claims relating to the commercial insurance have not exceeded the amount of insurance coverage
in any of the past three fiscal years.
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INDEPENDENT AUDITORS’ REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY THE UNIFORM GUIDANCE

February 27, 2023

Board of Directors
EightCAP, Inc.
Orleans, Michigan

We have audited the financial statements of EightCAP, Inc. (a Michigan not-for-profit corporation) as of
and for the year ended September 30, 2022, and have issued our report thereon dated
February 27, 2023, which contained an unmodified opinion on those financial statements. Our audit was
conducted for the purpose of forming an opinion on the financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance) and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditure of federal
awards is fairly stated in all material respects in relation to the financial statements as a whole.

%—(@ LLC

Q@ 2330 E. Paris Ave SE, Grand Rapids, M1 49546 & 616.975.4100
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EIGHTCAP, INC.

. Schedule of Expenditures of Federal Awards
For the Year Ended Year Ended September 30, 2022

Federal Agency / Cluster / Program Title

U.S. Department of Agriculture

Child and Adult Care Food Program
Child and Adult Care Food Program

Food Distribution Cluster:

Emergency Food Assistance Administrative
COVID-19 - Emergency Food Assistance Administrative

Emergency Food Assistance Commodities

(non-cash assistance)

COVID-19 - Emergency Food Assistance Commodities

(non-cash assistance)

Total Food Distribution Cluster

COVID-19 - Pandemic EBT Local Level Cost

Total U.S. Department of Agriculture

U.S. Department of Housing and Urban Development
COVID-19 - Emergency Solutions Grant:
Gratiot and Isabella Counties - CARES CV
lonia and Montcalm Counties - CARES CV

Continuum of Care Program:

Coordinated Entry System Services
DHHS Family Re-Housing Program
Coordinated Entry System Services

Continuum of Care Program

Continuum of Care Program - PSH Dedicated+

Total U.S. Department of Housing and Urban Development

U.S. Department of Treasury

COVID-19 - Emergency Rental Assistance Program:
Emergency Rental Assistance - Gratiot/Isabella (CERA)
Emergency Rental Assistance - lonia/Montcalm (CERA)
Emergency Rental Assistance (CERA 2)

Total U.S. Department of Treasury

U.S. Department of Veterans Affairs
VA Supportive Services for Veteran Families Program

VA SSVF Shallow Subsidy

Total U.S. Department of Veterans Affairs

U.S. Department of Energy

Weatherization Assistance Program
Weatherization Assistance Program - FY21 Adjustment
Weatherization Assistance Program

Total U.S. Department of Energy

Assistance

Listing

Number

10.558
10.558

10.568
10.568

10.569

10.569

10.649

14.231
14.231

14.267
14.267
14.267
14.267
14.267

21.023
21.023
21.023

64.033
64.033

81.042
81.042
81.042

Passed

Through

MDE
MDE

MDE
MDE

MDE

MDE

MDE

MSHDA
MSHDA

MSHDA

MDHHS

MSHDA
Direct
Direct

MSHDA
MSHDA
MSHDA

MMCAA
MMCAA

MDHHS
MDHHS
MDHHS

26

Pass-through /
Grantor Number

590001008 - 211920/212010
590001008 - 221920/222010

590001008 - 220990
590001008 - 222276

590001008 - 220990

590001008 - 222276

590001008 - 220980

HML-2020-EightCAP-45-C19-02
HML-2020-EightCAP-45-C19

HML-2020-EightCAP-45-CES
E20220002-00
HML-2021-EightCAP-45-CES
MI0435L5F002006
MI0668L5F002001

HML-2021-EightCAP-45-CERA-02
HML-2021-EightCAP-45-CERA
HML-2022-EightCAP-45-CERA2

-n/a-
-n/a-

WAP21-59010 (E20220012-00)
WAP21-59010 (E20214931-00)
WAP-DOE22-59010 (E20224959-00)

Total
Subawards

Federal
Expenditures

S 11,338
358,494

369,832

23,959
1,483

25,442

134,836

17,988

152,824

178,266

1,242

549,340

102,688
139,660

259,582
322,379

242,348

581,961

24,175
209,132
480
77,059
82,654

393,500

242,348

975,461

61,621
79,190
69,501

1,857,798
1,310,810
2,532,249

210,312

5,700,857

214,935
10,327

225,262

336,802
(212)
72,103

408,693

continued...



EIGHTCAP, INC.

. Schedule of Expenditures of Federal Awards
For the Year Ended Year Ended September 30, 2022

Assistance
Listing Passed Pass-through / Total Federal
Federal Agency / Cluster / Program Title Number  Through Grantor Number Subawards Expenditures
U.S. Department of Health and Human Services
Diaper Bank 93.558 MDHHS E20224380-00 S - S 20,139
Emergency Shelter Program 93.558 SA E20223552-00 - 41,682
- 61,821
Low-Income Home Energy Assistance Program:
Weatherization LIHEAP 93.568 MDHHS WAP LIHP1-2022-59010 (E20220031-00) - 611,865
Weatherization LIHEAP - Admin 93.568 MDHHS WAP LIHP3-2022-59010 (E20220026-00) - 46,418
- 658,283
Community Services Block Grant 93.569 MDHHS CSBG21-59010 (E20221409-00) - 448,423
Community Services Block Grant 93.569 MDHHS CSBG22-59010 (E20220538-00) - 264,585
COVID-19 - Community Services Block Grant - CARES Act 93.569 MDHHS CSBG CARES20-59010 (E20220233-00) - 511,927
- 1,224,935
Head Start and Early Head Start Program Cluster:
Head Start and Early Head Start 93.600 Direct 05CH010768-03 - 2,654,779
Head Start and Early Head Start 93.600 Direct 05CH010768-04 - 7,542,346
COVID-19 - Head Start and Early Head Start CRRSA 93.600 Direct 05HE000248-01-00 - 123,866
COVID-19 - Head Start and Early Head Start American
Rescue Plan (ARP) 93.600 Direct 05HE000248-01-01 - 357,386
- 10,678,377
Total U.S. Department of Health and Human Services - 12,623,416
Corporation for National and Community Service
Foster Grandparent/Senior Companion Cluster:
Foster Grandparent 94.011 Direct 21SFCMI003 - 200,630
Senior Companion 94.016 Direct 19SCNMI003 - 59,475
Senior Companion 94.016 Direct 22SCCMI004 - 22,113
- 81,588
Total Corporation for National and Community Service - 282,218
U.S. Department of Homeland Security
Emergency Food and Shelter National Board Program 97.024 Direct 471400-001 - 1
Total Expenditures of Federal Awards S 452,660 S 20,765,248
concluded

See accompanying notes to schedule of expenditures of federal awards.
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EIGHTCAP, INC.

I Notes to Schedule of Expenditures of Federal Awards

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of EightCAP, Inc. (the "Organization”) under programs of the federal government for the year
ended September 30, 2022. 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 the Organization, it is not intended to and does not
present the financial position, changes in net assets or cash flows of the Organization.

Expenditures reported on the Schedule are reported on the accrual basis of accounting, which is described
in Note 1 to the Organization's financial statements. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance or other applicable guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement. Negative amounts shown on the
Schedule represent adjustments or credits made in the normal course of business to amounts reported as
expenditures in prior years. Pass-through entity identifying numbers are presented where available.

10% DE MINIMIS COST RATE

For purposes of charging indirect costs to federal awards, the Organization has not elected to use the 10
percent de minimis cost rate as permitted by §200.414 of the Uniform Guidance.

RECONCILIATION TO FINANCIAL STATEMENTS

The following table reconciles expenditures on the Schedule to grant revenue as reported in the financial
statements:

Grant revenue as reported in the financial statements S 21,558,126
State and local funding sources (792,878)
Expenditures per Schedule $ 20,765,248
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EIGHTCAP, INC.

I Notes to Schedule of Expenditures of Federal Awards

4,

PASS-THROUGH AGENCIES

The Organization receives certain federal grants as subawards from non-federal entities. Pass-through
entities, where applicable, have been identified in the Schedule with an abbreviation, defined as follows:

Pass-through

Agency
Abbreviation Pass-through Agency Name
MDE Michigan Department of Education

MDHHS Michigan Department of Health and Human Services
MMCAA Mid Michigan Community Action Agency
MSHDA Michigan State Housing Development Authority

SA Salvation Army
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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

February 27, 2023

Board of Directors
EightCAP, Inc.
Orleans, Michigan

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 EightCAP, Inc. (the
"Organization"), which comprise the statement of financial position as of September 30, 2022, 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 February 27, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) as a basis for designing 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 the Organization’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Organization’s
internal control.

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

Q@ 2330 E. Paris Ave SE, Grand Rapids, M1 49546 & 616.975.4100
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Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’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 financial statements. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

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

Government Auditing Standards in considering the Organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Y L
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR
EACH MAIJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

February 27, 2023

Board of Directors
EightCAP, Inc.
Orleans, Michigan

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

We have audited the compliance of EightCAP, Inc. (the "Organization") with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of the Organization’s major federal programs for the year ended September 30, 2022. The
Organization’s major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

In our opinion, the Organization complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended September 30, 2022.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those
standards and the Uniform Guidance are further described in the Independent Auditors’ Responsibilities
for the Audit of Compliance section of our report.

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

Q@ 2330 E. Paris Ave SE, Grand Rapids, M1 49546 & 616.975.4100
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Responsibilities of Management for Compliance

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

Independent Auditors’ Responsibilities for the Audit of Compliance

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

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.
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Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

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

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

Purpose of this Report
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.

‘}(rﬂm LLC
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EIGHTCAP, INC.

I schedule of Findings and Questioned Costs
For the Year Ended Year Ended September 30, 2022

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of report the auditor issued on whether
the financial statements audited were prepared
in accordance with GAAP: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? yes X none reported

Noncompliance material to financial statements
noted? yes X no

Federal Awards
Internal control over major programs:
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? yes X none reported

Type of auditors' report issued on compliance
for major programs: Unmodified

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

Identification of major programs:

Assistance Listing Number Name of Federal Program or Cluster
14.231 COVID-19 - Emergency Solutions Grant Program
21.023 COVID-19 - Emergency Rental Assistance Program

Dollar threshold used to distinguish
between Type A and Type B programs: S 750,000

Auditee qualified as low-risk auditee? X yes no
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EIGHTCAP, INC.

I schedule of Findings and Questioned Costs
For the Year Ended Year Ended September 30, 2022

SECTION Il — FINANCIAL STATEMENT FINDINGS

No matters were reported.
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EIGHTCAP, INC.

I schedule of Findings and Questioned Costs
For the Year Ended Year Ended September 30, 2022

SECTION Ill — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported.
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EIGHTCAP, INC.

[ summary Schedule of Prior Audit Findings
For the Year Ended Year Ended September 30, 2022

No matters were reported.
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