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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Mid-Cumberland Community Action Agency, Inc.
Mount Juliet, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of Mid-Cumberland Community Action
Agency, Inc. (the Agency) (a nonprofit organization), which comprise the statements of financial
position as of June 30, 2020 and 2019, and the related statements of activities, functional expenses,
and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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,

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial 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 Comptrolier 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 audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair 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 opinicn on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overail presentation
of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to on the previous page present fairly, in all material
respects, the financial position of the Agency as of June 30, 2020 and 2019, and the changes in its net
assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards and state financial assistance, as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

The introductory section listed in the table of contents is presented for purposes of additional analysis
and is not a required part of the financial statements. The directory of board members and
management has not been subjected to the auditing procedures applied in the audit of the basic
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 March 30,
2021, on our consideration of the Agency’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 solely 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 effectiveness of the Agency’s 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 Agency's internal control over financial reporting and compliance.

.Sﬁm@u&s\#\ ang,ﬂ’LC

Clarksville, Tennessee
March 30, 2021



MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC,
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2020 AND 2019

ASSETS
2020 2019
CURRENT ASSETS
Cash and cash equivalents
Restricted S 10,463 S 99,912
Unrestricted 305,312 156,921
Federal grants receivable 908,891 1,395,157
Inventory 367,041 167,792
Investments 22,596 22,596
Current portion of prepaid rent - 67,753
Total current assets 1,614,303 1,910,131
PROPERTY AND EQUIPMENT
Building 32,065 1,083,199
Furniture and equipment 15,384 531,167
Vehicles 24,355 1,657,400
Total property and equipment 71,804 3,281,766
Less: Accumulated depreciation 65,067 2,711,875
Net property and equipment 6,737 569,891
OTHER ASSETS
Prepaid rent, less current portion - 74,731
Total assets S 1,621,040 S 2,554,753
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable S 586,436 S 672,543
Accrued expenses 94,813 241,649
Unearned revenue - federal grants 377,504 254,643
Total current liabilities 1,058,753 1,168,835
NET ASSETS {DEFICIT)
With donor restrictions - grant contracts 908,891 1,408,218
Without donor restrictions - undesignated (346,604) {22,300)
Total net assets {deficit) 562,287 1,385,918
Total liabilities and net assets S 1,621,040 S 2,554,753

The accompanying notes are an integral part of the financial statements.
4



MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC,

STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2020 AND 2019

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS:

Revenue:
Gifts in-kind
fnvestment income
Total unrestricted support
Net assets released from restrictions:
Restrictions satisfied by grant compliance
Total unrestricted support and reclassifications

Expenses:
Program services
Supporting services
Total expenses

Change in net assets without donor restrictions

NET ASSETS WITH DONQR RESTRICTIONS:
Federal and state grants
Local grants, contributions and other revenue
Net assets released from restrictions:
Discontinuance of Head Start grant - see Note 13
Restrictions satisfied by grant compliance

Change in net assets with donor restrictions

OTHER INCOME
Gain on sale of investments
Total other income

Change in net assets

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

2020 2019

S 83,565 278,549
514 435

84,079 278,984
8,370,416 15,934,875
8,454,495 16,213,859
8,343,060 16,021,919
435,739 731,978
8,778,799 16,753,897
(324,304) (540,038)
8,409,121 16,299,810
94,180 124,886
(632,212) -
(8,370,416) (15,934,875)
(499,327) 489,821

- 1,388

- 1,388
(823,631) (48,829)
1,385,918 1,434,747

$ 562,287 $ 1,385,918

The accompanying notes are an integral part of the financial statements.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2020 AND 2019

2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets S (823,631) S (48,829)
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation expense 73,426 175,971
Unrealized gain on investments - {1,388)
Discontinuance of Head Start grant - see Note 13 632,212 -
Changes in:
Federal grants receivable 486,266 (441,141)
Prepaid expenses - 34,584
Inventory (199,249} (126,969)
Prepaid rent - 67,753
Accounts payable (86,107) 351,094
Accrued expenses (146,836) {26,279)
Unearned revenue - federal grants 122,861 207,498
Advances from grantors . (48,679)
Net cash provided by operating activities 58,942 143,615
NET CHANGE IN CASH AND CASH EQUIVALENTS 58,942 143,615
CASH AND CASH EQUIVALENTS - BEGINNING 256,833 113,218
CASH AND CASH EQUIVALENTS - ENDING S 315,775 S 256,833

During the years ended June 30, 2019 and 2019, the Agency received non-cash assistance recorded
as gifts in-kind and program services totaling $83,565 and $278,549, respectively.

The accompanying notes are an integral part of these financial statements.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

Summary of Significant Accounting Policies

QOrganization and Nature of Activities

Mid-Cumberiand Community Action Agency, Inc. (the Agency) is a private, not-for-profit
corporation located in Mount Juliet, Tennessee. The Agency was chartered in 1971 and is a quasi-
governmental entity that provides health and educational assistance to low-income households. A
board of directors {the Board) governs the Agency and its programs are carried out by staff
members under the supervision of the Executive Director, who is appointed by the Board. The
Agency operates community action and other human resource programs primarily aimed at the
fower income population of selected counties in the middle Tennessee area. The main source of
funding is federal government grants received either directly or through a similar department of
the State of Tennessee.

The Agency is qualified as a tax-exempt organization under Section 501(c}(3) of the Internal
Revenue Code. It has not been determined to be a private foundation and is considered by the
internal Revenue Service (IRS) to be a public charity. Accordingly, no provision for income taxes
has been made. However, the Agency does file informational returns required by the IRS. The
Agency is no longer subject to federal or state income tax examinations by tax authorities for fiscal
years ended before June 30, 2017.

Use of Estimates

The Agency’s financial statements are presented in accordance with accounting principles
generally accepted in the United States of America which require the use of management’s
estimates and assumptions. Those estimates and assumptions affect the reported amounts of
assets and liabilities, the disclosure of contingent liabilities, and the reported amounts of revenues
and expenses. Actual results could differ from estimates in the near term and variances could have
a material effect on the financial statements.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and
reported in the financial statements. The Agency utilizes the accrual basis of accounting which
recognizes revenues when earned and expenses when incurred. Operating revenues and expenses
include those items that increase or decrease unrestricted net assets.

The Financial Accounting Standards Board (FASB) has established standards concerning
contributions and financial statement presentation applicable to non-governmental not-for-profit
organizations such as the Agency. These standards require that unconditional promises to give
{pledges)} be recorded as receivables and revenues and require the Agency to distinguish among
contributions received for each net asset category in accordance with donor-imposed restrictions.
A description of the two net asset categories follows:

11



1.

MiID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT'D}
JUNE 30, 2020 AND 2019

Summary of Significant Accounting Policies (Cont'd)

Basis of Accounting {Cont’d)

Net Assets Without Donor Restrictions

Net assets without donor restrictions are free of donor-imposed restrictions. All
revenues, gains and losses that are not restricted by grants or donors are included in this
classification. All expenditures are reported in the net assets without donor restrictions
class of net assets since the use of restricted contributions in accordance with the
grantors’ or donors’ stipulations results in the release of the restriction.

Net Assets With Donor Restrictions

Net assets with donor restrictions are limited as to use by donor- or grantor-imposed
restrictions. Some restrictions expire with the passage of time or may be satisfied by use
for the specific purpose. Other donor-imposed restrictions are perpetual in nature, where
the donor stipulates that resources be maintained in perpetuity. The Agency’s net assets
with donor restrictions consisted of funds due from grantor agencies at June 30, 2020 and
2019,

Concentrations of Credit Risk/Funding

Financial instruments that potentially subject the Agency to significant concentrations of credit risk
consist principally of cash and receivables. The Agency is exposed to credit risk by placing its cash
in financial institutions. The Agency has mitigated this risk by placing its cash with federaliy-insured
financial institutions. The Agency receives grants from both the federal and state government and
local assistance from the City of Murfreesboro. Funding from these sources constituted 95.8% and
98.3% of revenues for the years ended June 30, 2020 and 2019, respectively. The Agency would
have to greatly reduce services provided if assistance was significantly reduced. All outstanding
grants receivable are from governmental agencies. The Agency does not obtain collateral for
receivables.

Uncertainties

in early March 2020, the COVID-19 virus was declared a global pandemic, and it began to
significantly impact many individuals and businesses worldwide. Business continuity, including
supply chains and consumer demand across a broad range of industries and countries, could be
severely impacted for months or more, as governments and their citizens take significant and
unprecedented measures to mitigate the consequences of the pandemic. Management is carefully
monitoring the situation and evaluating its options during this time. No adjustments have been
made to these financial statements as a result of this uncertainty, to include any estimate of loss
or impairment of assets that may result. Such changes may occur rapidly and be substantial.

Cash and Cash Equivalents
The Agency considers all highly-liquid debt instruments purchased with maturities of 90 days or
less to be cash equivalents.

12



MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS {CONT'D}
JUNE 30, 2020 AND 2015

Summary of Significant Accounting Policies {Cont’d)

Cash and Cash Eguivalents (Cont'd)

2020 2018
Cash S 305,312 S 156,921
Restricted cash — grant /program expenditures 10,463 99,912
Total 5 315,775 S .. 256,833

Investments

The Agency’s investments consist of one mutual fund investment recorded at market value. At
June 30, 2020 and 2019, the market value of the mutual fund was $22,596 and $22,596,
respectively, with a cost basis of $13,452. The investment is unrestricted and can be used for
general expenditures.

Federal Grants Receivable

Grants receivable are stated at unpaid balances and consist of balances due from federal and state
agencies as summarized in Note 4. Management has elected to use the direct write-off method
which is not materially different from the allowance for uncollectible accounts method. It is the
Agency’s policy to charge off uncollectible receivables when management determines the
receivable will not be collected. All receivable balances are considered by management to be fully
callectible.

Inventory
Inventory consists of food for the Temporary Emergency Food Assistance Program. Inventory is

valued at the per-unit value as determined by the State of Tennessee Department of Agriculture
using the first-in, first-out method for financial statement reporting purposes and is included in
temporarily restricted net assets.

Property and Equipment

Property and equipment, including leasehold improvements, are recorded at historical cost or, if
contributed, at estimated fair values at the date of receipt. Property and equipment acquired with
a unit cost greater than $5,000 and a useful life of more than one year are capitalized. Expenditures
for additions, major renovations and improvements are capitalized while those for maintenance
and repairs are charged to expense as incurred. Capitalized assets are depreciated over their
estimated useful lives using the straight-line method.

Included in net property and equipment at June 30, 2020 and 2019 is $-0- and $498,564,
respectively, of assets purchased with restricted resources. The Head Start grant was relinquished
effective October 31, 2019. All of the fixed assets purchased with Head Start funds were
transferred to the interim management company. See Note 13 for capitalized assets transferred
from the interim management company to the Agency after june 30, 2020.

Revenue Recognition

Grants and contributions received are recorded as net assets without donor restrictions or net
assets with donor restrictions, depending on the existence and/or nature of any restriction. Grant
revenues are recognized as the related expenditures are incurred.

13



MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC,
NOTES TO FINANCIAL STATEMENTS {CONT'D})
JUNE 30, 2020 AND 2015

Summary of Significant Accounting Policies (Cont'd)

Functional Expenses

The costs of providing various programs and other activities have been summarized on a functional
basis in the statements of functional expenses. Accordingly, certain costs have been allocated
among the programs based on the revenue allotted to each of those programs.

Advertising Costs
The Agency expenses advertising costs as incurred.

Change in Accounting Principle

In Aprif 2016, FASB issued Accounting Standards Update 2014-09, Revenue from Contracts with
Customers (Topic 606). The Agency implemented this standard during the year ended June 30, 2020
and has applied it retrospectively. The implementation of this new revenue recognition standard
had no impact on the Agency’s revenue reporting but required the addition of Note 12.

During the year ended June 30, 2020, the Agency adopted ASU 2016-18, Statement of Cash Flows
(Topic 230): Restricted Cash. This new accounting standard requires restricted cash activity to be
reported on the statement of cash flows. Since the Agency has reported this activity in the
statement of cash flows, the implementation of this new standard had no impact on the Agency’s
statement of cash flows, but required the addition of cash reconciliation in Note 1.

The Agency also adopted ASU 2018-08, Not-For-Profit Entities (Topic 958): Clarifying the Scope and
the Accounting Guidance for Contributions Received and Contributions Made, which establishes
standards for characterizing grants and similar contracts with resource providers as either
exchange transactions or conditional contributions. This ASU has been adopted retrospectively
but did not impact the Agency’s financial statements.

Date of Management’s Review
Subsequent events have been evaluated through March 30, 2021, which is the date the financial
statements were available to be issued.

Cash and Cash Equivalents

Cash and cash equivalents were represented by deposits in financial institutions totaling $360,121
and $639,942, at June 30, 2020 and 2019, respectively, of which $263,063 and $263,061,
respectively, was insured by the Federal Deposit Insurance Corporation (FDIC), and $97,058 and
$376,881, respectively, was uninsured. Restricted cash represents unearned grant revenue.

Liquidity and Availability ‘

The Agency maintains a policy of structuring its financial assets to be available as its general
expenditures, liabilities and other obligations come due. The Agency’s working capital and cash
flows have seasonal variations during the fiscal year attributable to timing of cash receipts for
program services. Additionally, the Agency receives support from government agencies through
annual grants which are paid on an expense reimbursement basis, typically within 45 days of the
request for reimbursement.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT'D)
JUNE 30, 2020 AND 2019

Liguidity and Availability (Cont’d)
Financial assets available for general expenditure, without donor or other restrictions limiting their
use, within one year of the balance sheet date is comprised of the following:

2020 2019
Unrestricted cash S 305,312 S 156,921
Investments 22,596 22,596
Total 5 327,908 S 179,517
Federal Grants Receivable
Grants receivable consisted of the following amounts:
2020 2019
Child and Adult Care Food S - S 6,718
Temporary Emergency Food Assistance 87,077 41,173
Weatherization Assistance 52,742 185,261
Early Head Start Child Care Partnership - 35,610
Low Income Home Energy Assistance 478,100 695,893
Community Services Block Grant 250,972 430,502
Total federal grants receivable S 908,891 S 1,395,157
Unearned Revenue —~ Grants
Unearned grant revenue consisted of the following amounts:
2020 2019
Temporary Emergency Food Assistance S 367,041 S 167,792
Emergency Food and Shelter Program 10,463 -
Head Start - 61,079
Speciai State Grant - 25,772
Total unearned grant revenue S 377,504 S 254,643

Profit-Sharing Plan

The Agency has a defined contribution profit-sharing plan that covers full-time employees of the
Agency over age 21 and having at least one year of service. Contributions to the plan are
discretionary and are determined annually by the board of directors. The Board elected to
contribute 5% of eligible compensation to the plan for the years ended June 30, 2020 and 2019.
The amount of this contribution was $118,450 and $311,023, respectively.

Compensated Absences

The Agency advances vacation leave to employees at the beginning of each fiscal year on July 1.
Unused vacation leave cannot he carried forward past the grant year-end of the program the
employees work in, i.e., Head Start employees cannot carry forward balances past the program
year-end of October 31. At June 30, 2020 and 2019, the estimated leave liability was $13,468 and
S44,085, respectively.

15



MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC,
NOTES TO FINANCIAL STATEMENTS (CONT'D)
JUNE 30, 2020 AND 2019

in-Kind Support
The fair value of in-kind support is reflected in revenues and included in expenses in the following
functional categories:

2020 2019
Rent S 83,565 $ 278,549

A substantial number of unpaid volunteers have made significant contributions of their time to
support the Agency’s programs. No amounts have been recognized in the statement of activities
because the criteria for recognition under FASB ASC Codification 958-605-50-1 have not been
satisfied. However, the Agency does have various grant contracts with the U.S. Department of
Health and Human Services that allow these types of in-kind contributions to be used for grant
matching purposes. The Agency conducts a Head Start Program which requires matching
contributions of twenty percent. The in-kind match support has been valued by the Agency at
approximate minimum wage rate for salaries and at fair value for rent and supplies. The in-kind
support used for matching purposes during the year ended June 30, 2020 consisted of the
following:

Head Start
Labor S 421,200
Rent 374,868
Supplies 62,283
S 858351

The in-kind support used for matching purposes during the year ended June 30, 2019 consisted of
the following:

Head Start
Labor S 1,807,622
Rent 1,235,367
Supplies 301,863
$..3.344852

Operating Leases

The Agency leased office space, classrooms, and equipment under operating leases. The total paid
for these leases was $352,025 and $462,398 for the years ended June 30, 2020 and 2019,
respectively. The Agency also leases storage facilities on a month-to-month basis as needed.

The Agency was party to 20-year lease agreements for three of its Head Start facilities which were
transferred to an interim management agency effective October 31, 2019 (see Note 13). The
Agency made prepayments at the inception of these leases which were being amortized over the
lives of the related leases and were recorded as an offset to the monthly lease payments. The
remaining prepayment balance of $-0- and $142,484 at June 30, 2020 and 2019, respectively, is
classified as prepaid rent on the statements of financial position. Due to the events described in
Note 13, the prepayment was written off during the year ending June 30, 2020.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT'D)
JUNE 30, 2020 AND 2019

Operating Leases (Cont'd)
Future minimum lease payments are as follows, which include the effects of the subseguent event
described in Note 14:

Year Ending
June 30, Amount
2021 S 366,016
2022 348,945
2023 302,308
2024 293,628
2025 214,270

Contingencies
Funding for the Agency’s programs is provided by federal, state, and local government agencies.

These funds are to be used for designated purposes only. if, based on the grantor’s review, the
funds are considered not to have been used for the intended purpose, the grantors may request a
refund of monies advanced or refuse to reimburse the Agency for its disbursements. The amount
of such future refunds and unreimbursed disbursements, if any, is not expected to be significant.
Continuation of the Agency’s programs is predicated upon the grantor’s satisfaction that the funds
are being spent as intended and the grantor’s intent to continue its programs.

Budget
The Agency prepares annuai budgets for each program fund. Prior to the beginning of each budget

year, the Agency’s annual budget is approved by the Agency’s governing body and is submitted to
federal and state grantors for approval. Budgetary amendments require approval by the governing
body and by federal and state grantors. All budgetary appropriations lapse at the end of each fiscal
year.

Sources of Revenue
The following is total revenue disaggregated by type:

2020 2019

Without donor restrictions:
Gifts in-kind - space S 83,565 S 278,549
investment income 514 435
Released from restrictions 8,370,416 15,934,875
Total revenues without donor restrictions 8,454,495 16,213,859

With donor restrictions:

Federal and state grants:
Child and Adult Care Food Program 141,824 447,528
Temporary Emergency Food Assistance 669,924 494,638
Emergency Food and Shelter Program 561 -
Weatherization Assistance 154,175 224,445
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT'D}
JUNE 30, 2020 AND 2019

Sources of Revenue {Cont’d)

2020 2019
Head Start 3,516,179 10,588,168
Community Services Block Grant 956,567 1,131,975
Low Income Home Energy Assistance 2,918,669 3,407,456
Special State Grant 50,822 5,600
Local grants, contributions and other revenue:
Local COVID grant 15,000 -
Other 79,180 124,886
Released from restrictions:
Discontinuance of Head Start grant — see Note 13 {632,212} -
Restrictions satisfied by grant compliance (8,370,416) (15,934,875)
Total revenues with donar restrictions {499,327} 489,821
Total revenues S 7,955,168 S 16,703,680

Head Start Grant Relinquishment

Effective October 31, 2019, the Agency relinquished the Head Start and Early Head Start Child Care
Partnership grants due to deficiencies identified by Department of Human Services. The interim
management agency, Community Development Institute (CDI}, assumed Head Start duties as of
Qctober 31, 2019. As aresult of the relinquishment, the Agency reduced its staff by 178 employees,
transferred fixed assets with a book value of $469,149 to CDI, transferred three Head Start facility
leases to CDI, and was reimbursed by CDI for the remaining seven Head Start operating leases
during the period of time CDI managed the Head Start grant. The Agency also disposed of Head
Start vehicles that CDI did not accept for operations which had an approximate book value of
$29,415.

Following is a schedule of adjustments made to reflect the relinquishment:

Cost basis of Head Start property and equipment transferred to CDI S {460,313)
Cost basis of Head Start property and equipment not accepted by CDI (29,415)
Write-off of prepaid rent (142,484)

Total S (632,212)

After implementing processes to address the deficiencies identified by the Department of Human
Services, the Agency reapplied and, effective August 1, 2020, was awarded the Head Start/Early
Head Start grant for the 2020-2021 grant year. Property and equipment that was previously
transferred to CDI was returned to the Agency after June 30, 2020,

Subseguent Events

Effective August 1, 2020, the Agency was again awarded the Head Start and Early Head Start Child
Care Partnership grants. As a result, the Agency increased its staff by 180 employees, received the
fixed assets previously relinquished, and reassumed three Head Start facility leases from CDL.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT'D)
JUNE 30, 2020 AND 2019

Subsequent Events {Cont’d)

In August 2020, the Agency was awarded a one-time COVID-19 Head Start grant for $789,169. In
February 2021, the Board approved using a portion of this grant to purchase sanitizing machines
totaling approximately $300,000.

In September 2020, the Agency entered into a 65-month lease for office space and relocated the
central office operations from Lebanon, Tennessee to Mount Juliet, Tennessee. Monthly rent will
initially be $12,500 and will gradually increase to $13,500.
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MID-CUMBEREAND COMMUNITY ACTION AGENCY, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE
JUNE 30, 2020

NOTE A — Basis of Presentation

The accompanying schedule of expenditures of federal awards and state financial assistance (the
schedule} includes the federal and state grant activity of the Agency and is presented on the accrual basis
of accounting. The information in the schedule is presented in accordance with the requirements of
Title 2 U.S. Code of Federal Regulations (CER} Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Therefore, some amounts
presented in the schedule may differ from amounts presented in, or used in the preparation of, the basic
financial statements.

NOTE B — Summary of Significant Accounting Policies

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. The Agency has
elected not to use the ten percent de minimis indirect cost rate allowed under the Uniform Guidance.
NOTE C ~ Food Distribution

Nonmonetary assistance is reported in the schedule at the per-unit values as determined by the State of

Tennessee Department of Agriculture. At June 30, 2020, the Agency had food commodities in inventory
totaling $367,041.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOV ERNMENT AUDITING STANDARDS

Board of Directors
Mid-Cumberfand Community Action Agency, Inc.
Mount Juliet, Tennessee

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 Mid-Cumberland
Community Action Agency, Inc. {the Agency) (a nonprofit organization), which comprise the statement
of financial position as of June 30, 2020, 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 March 30, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Agency’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 Agency’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Agency’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 Agency’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 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.
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The Agency resolved prior-year findings 2019-001 and 2019-002 by performing the specific tasks
outlined in our report dated February 17, 2020.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’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 instances of noncompliance or other matter that are required to be
reported under Government Auditing Standards and which are described in the accompanying schedule
of findings and questioned costs as items 2020-001 and 2020-002.

The Agency did not resolve prior-year findings 2019-003 and 2019-004 related to compliance. The
findings recurred in the current year and are reported as findings 2020-001 and 2020-002, respectively.

The Agency’s Responses to the Findings

The Agency’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. The Agency’s responses were not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them.

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 resuits of that testing, and not to provide an opinion on the effectiveness of the Agency’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 Agency’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

St Ruudelph M’tumg,(PLC,

Clarksville, Tennessee
March 30, 2021
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
Mid-Cumberland Community Action Agency, Inc.
Mount Juliet, Tennessee

Report on Compliance for Each Major Federal Program

We have audited Mid-Cumberfand Community Action Agency, Inc.s (the Agency} compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on each of the Agency’s major federal programs for the year ended june 30,
2020. The Agency’'s major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Agency’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 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). 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 that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the Agency’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Agency’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Agency complied, in all material respects, with the types of compliance reguirements
referred to above that could have a direct and material effect on each of its major federal programs for
the year ended June 30, 2020.
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The Agency resolved prior year finding 2019-006 related to compliance by performing the specific tasks
outlined in our report dual-dated February 17, 2020 and March 25, 2021.

Report oninternal Control over Compliance

Management of the Agency is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to on the previous page. In planning
and performing our audit of compliance, we considered the Agency's internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Agency’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a 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 first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The Agency resolved prior year finding 2019-005 related to internal control over compliance by
performing the specific tasks outlined in our report dual-dated February 17, 2020 and March 25, 2021.

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.

S'rtmx/Rquslﬁ\ #»Humg,(PLC

Clarksville, Tennessee
March 30, 2021
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2020

SECTION |- SUMMARY OF AUDITOR’S RESULTS

1. The auditor’s report dated March 30, 2021, expressed an unmodified opinion on the financial

statements of the Agency.

No instances relating to the audit of the financial statements were reported in the Independent
Auditor’s Report on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards dated March 30, 2021.

Two instances related to compliance were reported in the independent Auditor’s Report on Internal
Control over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards dated March 30,
2021.

No instances relating to the audit of the major federal award programs were reported in the
Independent Auditor’s Report on Compliance for Each Major Program and on Internal Control Over
Compliance Required by the Uniform Guidance dated March 30, 2021.

The Independent Auditor’s Report on Compliance with Requirements for Each Major Program and on
internal Control over Compliance Required by the Uniform Guidance dated March 30, 2021, for the
major federal award programs of the Agency expressed an unmodified opinion on all major federal
programs.

No audit findings relating to major programs were required to be reported in accordance under 2
CFR section 200.516(a) of the Uniform Guidance.

The programs tested as major programs were;

Program CFDA Ng.
Child and Adult Care Food Program 10.558
Head Start Program 93.600

The threshold used for distinguishing between Type A and Type B programs was $750,000.

The Agency did not qualify as a low-risk auditee.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED CQOSTS (CONT’D)
YEAR ENDED JUNE 30, 2020

SECTION II - FINANCIAL STATEMENT FINDINGS

RELATED TO INTERNAL CONTROL

None

RELATED TO COMPLIANCE

2020-001

2020-002

{Recurring Finding} Audit Filing Deadline

Condition: The Agency’s annual audit was not completed by December 31, 2020, as
required by the State of Tennessee.

Criteria; All State contract audits should be completed and submitted to the State of
Tennessee within six months of the fiscal year end.

Cause: The Agency’s accounting records were not available for audit.

Effect: The Agency did not meet the state audit deadline.

Recommendation: We recommend that the Agency’s year-end closing procedures be
reviewed and revised as necessary to ensure a timely start and completion of the audit by
the required date.

Response: Monthly and year-end procedures have been implemented with deadlines to
ensure the state audit deadline of December 31 is met each year including closing the year-
end books by August 31.

{Recurring Finding) Closing of Accounting Records

Candition: The Agency’s accounting records were not closed and available for audit by
August 31, 2020, as reqguired by the State of Tennessee.

Criteria: Per Section 9-2-102, Tennessee Code Annotated, all nonprofits that have contract
audits are required to have accounting records closed and available for audit no later than
two months after the close of their fiscal year end.

Cause: The Agency’s accounting records were not closed.
Effect: The Agency did not meet the deadline for closing their accounting records.

Recommendation: We recommend that the Agency’s year-end closing procedures be
reviewed and revised as necessary to ensure a timely start and completion of the audit by
the required date.

Response: Monthly and year-end procedures have been implemented with deadlines to
ensure the State year-end closing deadline of August 31 is met each year.
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MID-CUMBERLAND COMMUNITY ACTION AGENCY, INC.
SUMMARY SCHEDULE OF PRIOR FEDERAL AWARD FINDINGS
YEAR ENDED JUNE 30, 2019

SECTION Il - FINANCIAL STATEMENT FINDINGS

RELATED TO INTERNAL CONTROL

2015-001

2019-002

Management Oversight of Financial Reporting

Condition: The Agency lacks management oversight over the financial reporting processes
for the preparation of the financial statements and footnote disclosures in conformity with
GAAP. Eight adjusting entries and four reclassification entries was required for the financial
statements to be in conformity with GAAP.

Criteria:  Proper management oversight over financial reporting should include the
preparation of the financial statements and footnote disclosures in accordance with GAAP.

Effect: Decisions could be made based on incomplete or inaccurate financial statements.

Recommendation: We recommend that management implement procedures to ensure
that the financial statements are in conformity with GAAP.

Response: A cost-benefit analysis of the financial reporting process deemed it cost-
prohibitive to obtain third-party assistance to prepare the financial statements and
footnotes in accordance with GAAP prior to the independent audit. However, we believe
that our knowledge and experience enables us to review the report and understand it fully.
We take full responsibility for the financial statements and all adjusting and reclassification
journal entries.

Budget Reports

Condition: Budget information contained in the budget-to-actual reports submitted for
Board review was inaccurate. Grant contracts were amended but the Agency’s budget was
nct updated.

Criteria: Proper fiduciary responsibility includes providing the Board with accurate budget
reports for review.

Effect: Decisions could be made based on incomplete or inaccurate budget-to-actual
results.

Recommendation: We recommend that management implement procedures to ensure
that the internal budget is updated when a grant contract is amended.

Response: Budget revisions and amendments were submitted to the Board for review;
however, due to the changes in program and program year as well as multiple awards for
programs within the same fiscal year, the budget-to-actual function of the report was not
utilized. However, the Board was provided reports regarding expenses and revenues for
each program on a monthly basis.
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RELATED TO COMPLIANCE

2019-003

2019-004

Audit Filing Deadline

Condition: The Agency’s annual audit was not completed by December 31, 2019, as
required by the State of Tennessee,

Criteria: All State contract audits should be completed and submitted to the State of
Tennessee within six months of the fiscal year end.

Cause: The Agency’s accounting records were not available for audit.
Effect: The Agency did not meet the state audit deadline.

Recommendation: We recommend that the Agency’s year-end closing procedures be
reviewed and revised as necessary to ensure a timely start and completion of the audit by
the required date.

Response: Monthly and year-end procedures have been implemented with deadlines to
ensure the state audit deadline of December 31 is met each year including closing the year-
end books by August 31.

Closing of Accounting Records

Condition: The Agency’s accounting records were not closed and available for audit by
August 31, 20189, as required by the State of Tennessee.

Criteria: Per Section 9-2-102, Tennessee Code Annotated, all nonprofits that have contract
audits are required to have accounting records closed and available for audit no later than
two months after the close of their fiscal year end.

Cause: The Agency’s accounting records were not closed.
Effect: The Agency did not meet the deadline for closing their accounting records.

Recommendation: We recommend that the Agency’s year-end closing procedures be
reviewed and revised as necessary to ensure a timely start and completion of the audit by
the required date.

Response: Meonthly and year-end procedures have been implemented with deadlines to
ensure the State year-end closing deadline of August 31 is met each year.
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SECTION [H - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

RELATED TO INTERNAL CONTROL

2019-005

Internal Controls Related to Reporting — CFDA #93.600, Head Start Program, Early Head
start Child Care Partnership, 2018 and 2019; and CFDA #93.569, Community Services Block
Grant 2018-2019

Condition: As reported by the U.S. Department of Human Services in their report dated
March 4, 2019, the Agency did not have effective internal controls to ensure the timely
filing of form SF-425 for the Head Start program and the Early Head Start Child Care
Partnership grants. The Agency also did not have effective internal controls to ensure the
timely filing of two of two tested monthly CSBG reimbursement requests; both were filed
later than the reguired 30 days.

Criteria: The Agency’s Board should be monitoring the reporting requirements for grants.

Cause: The Agency’s Board was not monitoring the reporting requirements for grants.

Effect: The Agency submitted reports and reimbursement requests after the due dates.

Recommendation: We recommend that the Agency’s reporting procedures be updated to
ensure reports are timely filed.

Response: Monthly, quarterly and year-end procedures have been implemented with
deadlines and reporting requirements reviewed by the Board to ensure completion of
reguired reports.

RELATED TO COMPLIANCE

2019-006

Timeliness of Reporting -~ CFDA #93.600, Head Start Program, Early Head Start Child Care
Partnership, 2018 and 2019; and CFDA #93.569, Community Services Block Grant 2018-2019

Condition: The Agency did not timely file form SF-425 for the Head Start program and the
Early Head Start Child Care Partnership grants. This deficiency was also noted by U.S.
Department of Human Services. The Agency also did not timely file two of two tested
monthly reimbursement requests for CSBG.

Criteria; Per U.S. Department of Human Servicés requirements, grantees are required to
submit quarterly reports with the grant activity. Per the CSBG contract, monthly invoices
are to be submitted within 30 days of the month ending.

Cause: The Agency was not timely with their filings.

Effect: The Agency did not meet the deadline for submitting the Head Start quarterly
reports or CSBG monthly reimbursement requests.
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COMMUNITY ACTION AGENCY

Hw{piwg@ ;Jeop{a. Chaunging fves,

MANAGEMENT'S CORRECTIVE ACTION PLAN

FINDING 2020-001

Contact person:

Corrective action planned:

Anticipated completion date:

FINDING 2020-002

Contact person:

Corrective action planned:

Anticipated completion date:

Debra Holmes

Monthly and year-end procedures have been impiemented with deadiines to
ensure the state audit deadline of December 31 is met each year including
closing the year-end books by August 31,

12/31/2021

Debra Holmes

Monthly and year-end procedures have been implemented with deadlines to
ensure the State year-end closing deadline of August 31 is met each year.

08/31/2021

Debra Holmes, Exegutive Director
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