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MAULDIN & JENKINS

CPAs & ADVISORS

Independent Auditor’s Report

To the Board of Directors
Union County Community Action, Inc.
Monroe, North Carolina

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Union County Community Action, Inc. (a
nonprofit organization) (the “Organization”), which comprise the statement of financial position as of
September 30, 2025, and the related statements of activities, functional expenses and cash flows for the
year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Union County Community Action, Inc. as of September 30, 2025, 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 standard 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. Our responsibilities under those standards are further
described in the Auditor’'s 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 the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to reevaluate 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.
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Auditor’s 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 auditor's 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 judgement made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

e Exercise professional judgement and maintain professional skepticism throughout the audit.

o 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.

e 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.

e 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.

e Conclude whether, in our judgement, 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.
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Supplementary 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, as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Awards (Uniform Guidance), is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 16, 2026,
on our consideration of Union County Community Action, Inc.'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 solely 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 Organization’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 Union County Community Action, Inc.'s internal control over financial reporting and compliance.

/(Maé;f, ;f%/r/ﬁ,-;u,f xC

Columbia, South Carolina
January 16, 2026



Union County Community Action, Inc.

STATEMENT OF FINANCIAL POSITION
SEPTEMBER 30, 2025

ASSETS
Current assets
Cash $ 1,959,692
Grants receivables 457,642
Other receivables 5,087
Prepaid expenses 181,676
Total current assets 2,604,097

Noncurrent assets

Property, equipment, and improvements, net 350,012
Operating lease right-of-use assets 422,074
Total noncurrent assets 772,086
Total assets $ 3,376,183

LIABILITIES AND NET ASSETS
Current liabilities

Accounts payable $ 82,655
Accrued payroll expenses 424,013
Operating lease liability, current portion 145,276

Total current liabilities 651,944

Noncurrent liabilities

Operating lease liability, less current portion 276,301
Total noncurrent liabilities 276,301
Total liabilities 928,245

Net assets
Without donor restrictions 2,447,938
Total liabilities and net assets $ 3,376,183

See notes to financial statements.



Union County Community Action, Inc.

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Without Donor With Donor
Restrictions Restrictions Total
Support and revenue
Federal grants and contracts $ 7,792,020 $ - $ 7,792,020
State grants and contracts 673,926 - 673,926
83,258 - 83,258
Contributed nonfinancial assets 1,235,541 - 1,235,541
Total support 9,784,745 - 9,784,745
Interest income 817 - 817
Loss on disposal of property and equipment (9,136) - (9,136)
Total revenue (8,319) - (8,319)
Total support and revenue 9,776,426 - 9,776,426
Expenses
Program services
(less capitalized expenses and indirect costs):
Early Head Start (EHS)/Head Start (HS) 6,326,504 - 6,326,504
Nonfederal EHS and HS 1,342,728 - 1,342,728
CSBG 254,203 - 254,203
Childcare food 436,961 - 436,961
Pre-kindergarten program - Anson County 266,137 - 266,137
Pre-kindergarten program - Richmond County 120,712 - 120,712
Other programs 39,166 - 39,166
Total program services 8,786,411 - 8,786,411
Supporting services
Administrative 971,225 - 971,225
Depreciation 358 - 358
Total supporting services 971,583 - 971,583
Total expenses 9,757,994 - 9,757,994
Change in net assets 18,432 - 18,432
Net assets, beginning 2,429,506 - 2,429,506
Net assets, ending $ 2,447,938 $ - $ 2,447,938

See notes to financial statements.



Union County Community Action, Inc.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Program Services

Pre-K Pre-K
Program Program Total Total
Nonfederal Childcare Anson Richmond Other Program Supporting
EHS/HS HS/EHS CSGB Food County County Programs Services Services Total
Salaries $ 3,870,871 - 133,019 % 96,033 $ 47,019 % 16,140  $ - $ 4163082 % 626,049 $ 4,789,131
Employee benefits 1,155,927 - 37,950 41,476 12,710 3,961 - 1,252,024 131,576 1,383,600
Contractual services 70,161 - - - 14,731 15,199 - 100,091 - 100,091
Dues and subscriptions 22,843 - 2,127 - - 611 - 25,581 2,396 27,977
Travel 20,847 - 1,690 - 9,007 256 - 31,800 4,003 35,803
Training and technical assistance 29,943 - 5,497 - 108 15 - 35,563 27,470 63,033
Rent 83,410 - 10,230 - - - - 93,640 35,387 129,027
Utilities 106,848 54,156 3,481 - 8,358 2,501 - 175,344 8,652 183,996
Insurance 77,070 25,785 925 182 3,405 10 - 107,377 3,544 110,921
Professional services 227,082 - 9,902 - 3,269 15,633 - 255,886 42,478 298,364
Maintenance and janitorial 111,003 9,898 11,918 - 8,931 2,545 - 144,295 52,187 196,482
Supplies and equipment 129,370 16,398 1,452 - 50,916 34,188 5,476 237,800 9,238 247,038
Food costs 66,811 - - 299,270 86,948 25,290 - 478,319 174 478,493
Equipment and leasing 21,203 - 5,565 - - - - 26,768 4,918 31,686
Telephone 170,905 - 4,767 - 973 973 28,101 205,719 13,934 219,653
Client assistance 17,953 - 20,827 - 15,034 - - 53,814 - 53,814
Office and computer costs 17,902 950 4,841 - 141 - - 23,834 9,219 33,053
Contributed non-financial assets -
expenses - 1,235,541 - - - - - 1,235,541 - 1,235,541
Total expenses before indirect
costs and transfers 6,200,149 1,342,728 254,191 436,961 261,550 117,322 33,577 8,646,478 971,225 9,617,703
Transfers (24) - - 24 146,283 88,114 (21,206) 213,191 (213,191) -
Indirect costs 867,514 - 35,784 - 49,637 31,581 - 984,516 (984,516) -
Total expenses before depreciation
and capitalized items 7,067,639 1,342,728 289,975 436,985 457,470 237,017 12,371 9,844,185 (226,482) 9,617,703
Depreciation 126,355 - 12 - 4,587 3,390 5,589 139,933 358 140,291
Total expenses $ 7,193,994 1,342,728 289,987 $ 436,985 % 462,057 % 240,407 % 17960 $ 9,984,118 § (226,124) _$ 9,757,994

See notes to financial statements.



Union County Community Action, Inc.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Loss on disposal of property and equipment
Depreciation and amortization
(Increase) decrease in operating assets:
Grants receivable
Other receivables
Prepaid expenses
Right-of-use assets
Increase (decrease) in operating liabilities:
Accounts payable
Lease liability
Other accrued expenses
Net cash provided by operating activities

Increase in cash
Cash, beginning of year
Cash, end of year

Supplemental Disclosures for Cash Flow Information
Right-of-use assets obtained in exchange for new operating lease obligations

See notes to financial statements.

18,432

9,136
140,291

167,761
15,094

7,191
(57,108)

28,041
56,611
57,757

443,206

443,206

1,516,486

$

1,959,692

204,932




Notes to Financial Statements

NOTE 1.

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Business

Union County Community Action, Inc. (the "Organization") is a private, not-for-profit
organization established in 1966 in the State of North Carolina. The Agency was structured in
accordance with standards and requirements of the Federal Economic Opportunity Act of
1964 and amendments. This Act states, "The basic purpose of community action is to
stimulate a better focusing of all available local, state, private, and federal resources upon
the goals of enabling low-income families and low-income individuals of all ages to obtain
skills, knowledge, and motivations, and secure the opportunities needed for them to
become fully self-sufficient."

The Organization services federally and non-federally funded government programs in
Anson, Richmond, and Union Counties of North Carolina. The Organization’s method of
financing comes primarily from grants received, with the purpose of each grant aimed
toward continuing the overall purpose of the Organization. The following is a brief
description of the purpose of each grant program administered by the Organization, along
with the federal organization through which the funds are originally provided.

i. Head Start Program - Funds that provide educational, nutrition, and social services to
low-income families with children to help ensure that children are ready to start
school. Head Start serves families with children that are three and four years of age.
Early Head Start serves those families with children who are infants through two
years old. Federal Agency: Department of Health and Human Services.

ii. Child and Adult Care Food Program (USDA) - Funds provided to assist in making
breakfast and lunch available to disadvantaged children. Federal Agency: United
States Department of Agriculture.

iii. North Carolina Pre-kindergarten Program- This program, through a specific pre-school
curriculum, helps prepare four-year-olds for school. State Agency: North Carolina
Department of Health and Human Services Division of Child Development and Early
Education.

iv. Community Services Block Grant (CSBG) - Funds provided to assist in eliminating the
causes and consequences of poverty. Federal Agency: Department of Health and
Human Services.



NOTE 1.

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Significant Accounting Policies
Basis of Accounting

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

The Organization reports information regarding its financial position and activities according
to two classes of net assets: net assets without donor restrictions and net assets with donor
restrictions.

Net Assets without Donor Restrictions - These net assets generally result from revenues
generated by receiving contributions that have no donor restrictions, providing services, and
receiving interest from operating investments, less expenses incurred for providing program
related services, raising contributions and performing administrative functions.

Net Assets with Donor Restrictions - The net assets result from gifts of cash or other
assets that are received with donor stipulations that limit the use of the donated assets,
either temporarily or permanently, until the donor restriction expires, that is until the
stipulated time restriction ends or the purpose of the restriction is accomplished, the net
assets are restricted.

It is the Organization’s policy to report donor restricted contributions whose restrictions are
met in the same reporting period in which the contributions are recognized as an increase in
net assets without donor restriction. There were no restricted net assets at September 30,
2025.

Cash and Cash Equivalents

Cash equivalents consist of short-term, highly liquid investments, which are readily
convertible into cash within 90 days of purchase.

Promises to Give

Contributions are recognized when the donor makes a promise to give to the Organization
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
fiscal year in which the contributions are recognized. All other donor-restricted contributions
are reported as increases in net assets with donor restrictions depending on the nature of
the restrictions. When a restriction expires, net assets with donor restrictions are reclassified
to net assets without donor restrictions.



NOTE 1.

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Significant Accounting Policies (Continued)
Promises to Give (Continued)

The Organization reports gifts of land, buildings, and equipment as unrestricted support
unless explicit donor stipulations specify how the donated assets must be used. Gifts of
long-lived assets with explicit restrictions that specify how the assets are to be used and gifts
of cash or other assets that must be used to acquire long-lived assets are recorded as
restricted support. Absent explicit donor stipulations about how long-lived assets must be
maintained, the Organization reports expirations of donor restrictions when construction
expenditures are incurred or when the donated long-lived assets are placed in service.

Deferred Revenues

Grants received in advance for future expenditures are recorded as deferred revenue.
Recognition as revenue occurs when the event takes place.

Grants

For cost reimbursement grants, revenue is carried upon the occurrence of allowable costs.
For grants under the advance/letter of credit draw down arrangements, revenue is earned
based on draw down limitations and schedules stipulated by the funding source. However,
proper matching of revenues with expenditures will prevail in the timing of revenue
recognition.

Contributed Non-financial Assets (In-kind)

The Organization receives significant amounts of contributed materials, services and space
in relation to its Head Start Program. Under ASC 958-605-15, Revenue Recognition, the
service contributions are recognized as contributed nonfinancial assets if the services either
create or enhance a non-financial asset or require specialized skills that are provided by
entities or persons possessing those skills and would need to be purchased if they were not
contributed. These contributed nonfinancial assets are recorded as revenues and expenses
at their estimated value at the date of contribution.

Consumable Supplies Inventories
Costs for food and operating supplies are treated as expenditures of the grant in the period

the costs are incurred. The cost of any such supplies on hand at program year-end is not
reported as an asset of the program for financial statement purposes.

10



NOTE 1.

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Significant Accounting Policies (Continued)
Property, Equipment, and Improvements

Purchased property and equipment is capitalized at cost; donated assets are recorded as
contributions at their estimated fair value on the date donated. Such donations are reported
as unrestricted contributions unless the donor has restricted the donated asset to a specific
purpose. Certain property was purchased with government grants and restrictive finance
agreements; if these assets were sold or not used for their intended charitable purpose
repayment may be required. All assets are depreciated over estimated useful lives on a
straight-line basis. Repairs and maintenance and small equipment purchases are expensed
as incurred. Expenditures that significantly increase asset values or extend useful lives are
capitalized.

The Organization follows the practice of capitalizing, at cost, all expenditures for fixed assets
in excess of $5,000 as required by all programs. Expenditures of less than $5,000 may be

considered for capitalization on an individual basis.

Estimated useful lives are as follows:

Years
Buildings and improvements 30
Leasehold improvements 15
Furniture and equipment 3-10
Vehicles 5-10

Income Taxes

The Organization is a not-for-profit organization that is exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code. The exemption is on all income except
unrelated business income as noted under Section 511 of the Internal Revenue Code.
Internal Revenue Code Section 513(a) defines an unrelated trade or business of an exempt
organization as any trade or business which is not substantially related to the exercise or
performance of its exempt purpose.

The most significant tax position of the Organization is its assertion that it is exempt from
income taxes and its determination of whether any amounts are subject to unrelated
business income tax (UBIT). All significant tax positions have been considered by
management. It has been determined that it is more likely than not that all tax positions
would be sustained upon examination by taxing authorities. The Organization's Form 990 for
2021 through 2024 are open to examination by the Internal Revenue Service as of
September 30, 2025.

1"



NOTE 1.

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Significant Accounting Policies (Continued)
Compensated Absences

Employees may accumulate up to 80 hours of earned vacation leave with such leave being
fully vested when earned. A lump-sum payment is made for accrued leave at termination of
employment. The accrued liability is estimated to be $91,326 at September 30, 2025.

Functional Allocation of Expenses

The costs of providing the Organization's various programs and other activities have been
summarized on a functional basis in the accompanying statements of activities and changes
in net assets and functional expenses. The Organization reports certain categories of
expenses that are attributed to more than one program or supporting function. Therefore,
these expenses require allocation on a reasonable basis that is consistently applied.
Salaries, employee benefits, contract services, telephone and depreciation expenses include
certain expenses that are allocated on the basis of estimates of time and effort. Occupancy
expenses are allocated among functional areas based on square footage and headcount.

Indirect Cost Rate

The Organization computes its indirect cost rate using the direct allocation method for all
programs other than Head Start/Early Start. That method is used because all of the
Organization's direct program activities received services from all of its administrative
activities in approximately the same degree. Under the method, total indirect costs are the
excess of total allowable administrative expenses over those administrative costs charged
directly to programs. A single rate is computed by relating the cost associated with its direct
activities. Significant cost principles used in computing the rate are as follows:

a) The indirect cost base is composed of all direct costs except depreciation, in-kind,
capital items and other unallowable costs.

b) A fringe benefit rate is not used. Fringe benefits applicable to direct salaries and
wages are charged to the respective programs as direct costs.

For the Head Start/Early Start program the Organization has elected to use the 15% de
Minimis indirect cost rate as allowed under the Uniform Guidance.

12



NOTE 1.

NOTE 2.

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Significant Accounting Policies (Continued)
Grant Balances and Conditions

The Organization receives a substantial amount of its support from grant funds. A
significant reduction in the level of this support, if this were to occur, may have a significant
effect on the Organization’s programs and activities. The Organization has responsibility for
expending grant funds in accordance with specific instructions from funding sources. Any
deficits resulting from over expenditures and/or questioned costs are the responsibility of
the Organization. At the discretion of the various funding sources, funds would be
transferred among programs or supplemental funding could be provided to cover any
deficits.

Notwithstanding the audits by independent certified public accountants, all costs included in
this report remain subject to audit by the agencies providing financial support within the
limit of the Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
The determination as to whether costs will be allowable or unallowable under the grants will
be made by representatives of the funding sources having authority to make and enforce
contracts.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

CONCENTRATION OF CUSTODIAL CREDIT RISK FOR CASH HELD IN BANK

Financial instruments that potentially subject the Organization to concentrations of credit
risk consist principally of cash accounts at financial institutions. At September 30, 2025, the
Organization’s cash exceeded federally insured limits by $1,756,659 but was fully insured by
the pooling method provided by Truist with the State Treasurer. The Organization has not
experienced any losses in such accounts and believes it is not exposed to any significant
custodial credit risk on cash.

13



NOTE 3.

NOTE 4.

NOTE 5.

PROPERTY, EQUIPMENT, AND IMPROVEMENTS

At September 30, 2025, the carrying value of property, equipment, and improvements and
the related accumulated depreciation are as follows:

Buildings $ 32,553
Leasehold improvements 1,289,620
Equipment 406,688
Furniture 252,381
Vehicles 1,738,264
3,719,506
Accumulated depreciation (3,369,494)
Total property, equipment and improvements (net) $ 350,012

Depreciation expense was $140,291 for the year ended September 30, 2025.
GRANTS RECEIVABLE

At September 30, 2025, grants receivable consisted of the following:

Other governments $ 140,841
Pre-K Program Anson County 39,958
Pre-K Program Richmond County 22,260
Early Head Start/Head Start (Department of HHS) 254,583
5 457642

Management evaluated the collectability of its grants receivable at September 30, 2025. The
Organization believes all grants receivable will be fully collected. Accordingly, no allowances
for credit losses are required.

OPERATING LEASE COMMITMENTS

The Organization enters into leases in the normal course of business of land and equipment.
The Organization's leases have remaining terms of 12 months to eight years.

The Organization evaluates potential lease extensions towards the end of each individual
lease term. Economic and business factors impact renewal considerations until renewal
deadlines, so the Organization cannot be reasonably certain about extending lease terms
and therefore has not included any renewal options for its leases. In addition, the
Organization has also elected not to recognize leases with original lease terms of 12 months
or less (short-term leases) on the Organization’s statement of financial position.

14



NOTE 5.

OPERATING LEASE COMMITMENTS (CONTINUED)

Leases are classified as operating leases at the lease commencement date. Lease expense
for operating leases and short-term leases is recognized on a straight-line basis over the
lease term. Right-of-use assets represent the Organization’s right to use an underlying asset
for the lease term and lease liabilities represent the Organization's obligation to make lease
payments arising from the lease. Right-of-use assets and lease liabilities are recognized at
the lease commencement date based on the estimated present value of lease payments
over the lease term.

Right-of-use assets related to operating leases are associated with real estate primarily used
in the Organization's operation as well as equipment. The Organization does not currently
have any leases classified as finance leases.

As permitted under U.S. GAAP for non-public business entities, when the rate implicit in a
lease is not known, the Organization can elect to use a risk-free rate for a period comparable
to the lease term to calculate the present value of lease payments. The risk-free rate is the
zero-coupon U.S. Treasury rate for an instrument for the same period as the lease term.

Right-of-use assets and lease liabilities by lease type, and the associated statement of
financial position classifications, are as follows:

Statement of Financial

Position Classification September 30, 2025
Right-of-use Asset:
Operating leases Right-of-use asset $ 422,074
Lease Liabilities:
Operating leases Lease liabilities $ 421,577

The total operating lease cost was $129,027 for the year ending September 30, 2025.

Future undiscounted lease payments for operating leases with initial terms of one year or
more as of September 30, 2025, are as follows:

2026 $ 145,276
2027 90,276
2028 86,630
2029 68,400
2030 41,800
Thereafter 32,300
Total undiscounted lease payments 464,682
Less: imputed interest (43,105)

Net lease liabilities $ 421,577

The carrying value of the right-of-use assets was $597,459 less the amortization of $175,385.

15



NOTE 5.

NOTE 6.

NOTE 7.

OPERATING LEASE COMMITMENTS (CONTINUED)

Supplemental lease information as of September 30, 2025, is as follows:
Weighted average remaining lease term (months) 52.62
Weighted average discount rate 4.26%

Cash paid for amounts included in the measurement of
lease liabilities:
Operating cash flows from operating leases $ 129,027

Right-of-use assets obtained in exchange for new
operating lease liabilities $ 204,932

RETIREMENT PLAN

The Organization sponsors a 401(k) and profit-sharing plan, covering all eligible, full-time
employees who have completed one year of service with a minimum of 1,000 hours. Plan
participants may make salary deferral contributions to the plan in an amount not in excess
of the maximum allowed by the Internal Revenue Code. The Organization contributes 5% of
the participant's base compensation for employees having 1-17 years of service, 5.5% for 18-
20 years of service, and 6% for 20 plus years of service. Profit sharing amounts may be
contributed at the discretion of the Organization's Board of Directors. The Organization's
contribution to the plan amounted to $207,042 for the year ended September 30, 2025.

CONTRIBUTED NON-FINANCIAL ASSETS

Contributions of non-cash goods, facilities, and services are recorded at the estimated fair
value on the date of the contribution. Contributions of services that (1) create or enhance
non-financial assets or those that require specialized skills, (2) are provided by individuals
possessing those skills, and (3) would typically need to be purchased if not provided by
donation are recorded at their fair value in the period received. The Organization receives
free or reduced Rent In-kind. The donated value is based on a market rate appraisal
multiplied by the donated square footage. The Organization operates six facilities in three
counties. In addition, training and classroom materials are donated by parents, community
partners, and local businesses. All contributions of nonfinancial assets were utilized during
the year ended September 30, 2025, to facilitate the various programs operated by the
Organization.

Contributed non-financial assets for the year ended September 30, 2025, consisted of the
following:

Salaries and benefits $ 168,393
Materials and transportation 7,518
Rent 1,059,630

Total $ 1,235541

16



NOTE 8.

CONCENTRATION OF REVENUES

Approximately 80% of the Organization’s revenue was derived from federal grant revenues
passed through the North Carolina Department of Health and Human Services, and other
federal, and state governments for the year ended September 30, 2025. Any future losses of
these revenues would have a significant impact on the Organization’s ability to continue
funding these programs.

NOTE 9. LIQUIDITY AND AVAILABILITY
The Organization has a policy to manage its liquidity and reserves following three guiding
principles: operating within a prudent range of financial stability, maintaining adequate
liquidity to fund near-term operation, and maintaining sufficient reserves to provide
reasonable assurance that long-term obligations will be discharged.
The following table reflects the Organization’s financial assets as of September 30, 2025,
reduced by amounts not available for general expenditure within one year. Financial assets
are considered unavailable when illiquid or not convertible to cash within one year.
Cash and cash equivalents $ 1,959,692
Grant receivable 457,642
Other receivables 5,087
Financial assets available to meet cash needs for general expenditures within one year $ 2,422,421
NOTE 10. SUBSEQUENT EVENTS

Subsequent events have been evaluated through January 16, 2026, which is the date the
financial statements were available to be issued.
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MAULDIN & JENKINS

CPAs & ADVISORS

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

To the Board of Directors
Union County Community Action, Inc.
Monroe, North Carolina

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of Union County Community Action,
Inc. (a nonprofit organization) (the “Organization”), which comprise the statement of financial position as of
September 30, 2025, 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 January 16, 2026.

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.

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 were not identified.

MAULDIN & JENKINS, LLC « 508 HAMPTON STREET, 15T FLOOR « COLUMBIA, SOUTH CAROLINA 29201
803-799-5810 « FAX 803-799-5554 « www.mjcpa.com
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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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.

/(Maé;f, ;f%/r/ﬁ,-;u,f xC

Columbia, South Carolina
January 16, 2026
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MAULDIN & JENKINS

CPAs & ADVISORS

Independent Auditor's Report on Compliance for Each Major
Program and on Internal Control over Compliance Required by the
Uniform Guidance

To the Board of Directors
Union County Community Action, Inc.
Monroe, North Carolina

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Union County Community Action, Inc.’s (the “Organization”) 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 Organization’s major federal programs for the year ended September 30,
2025. The Organization's major federal programs are identified in the summary of auditor’s 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, 2025.

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 (CFR) 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 Auditor's 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.

MAULDIN & JENKINS, LLC « 508 HAMPTON STREET, 15T FLOOR « COLUMBIA, SOUTH CAROLINA 29201
803-799-5810 « FAX 803-799-5554 « www.mjcpa.com
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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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.

Auditor’s 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 judgement 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:

e Exercise professional judgement and maintain professional skepticism throughout the audit.

e 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.

e 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.

Report on Internal Control over Compliance

A deficiency in internal controls 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.
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Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s
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.

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.

/(Maé;f, ;f%/r/ﬁ,-;u,f xC

Columbia, South Carolina
January 16, 2026
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Union County Community Action, Inc.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED SEPTEMBER 30, 2025

Federal
Assistance Listing Federal
Federal Grantor/Pass-through Grantor/Program Title Number Expenditures
Direct Award:
Head Start/Early Head Start 93.600 7,067,861 *
Headstart Cluster Total 7,067,861
Passed through North Carolina Department of Health and Human Resources:
Office of Economic Opportunity
Community Service Block Grant 93.569 289,975
289,975
Total US Department of Health and Human Services 7,357,836
US Department of Agriculture:
Passed through North Carolina Department of Health and Human Resources:
Division of Public Health
Child and Adult Care Food 10.558 437,887
Total US Department of Agriculture 437,887
Total Expenditures of Federal Awards 7,795,723

* Indicates Major Program
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Notes to Schedule of Expenditures of Federal Awards

NOTE 1.

NOTE 2.

NOTE 3.

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal award activity of Union County Community Action, Inc. under programs of the
federal government for the year ended September 30, 2025. The information in this
Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations (CFR) 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 Union County Community Action, Inc., it is not intended
to and does not present the financial position, changes in net assets, or cash flows of Union
County Community Action, Inc.

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.

INDIRECT COST RATE

Union County Community Action, Inc. has elected to use the 15% de Minimis indirect cost
rate as allowed under the Uniform Guidance.
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Union County Community Action, Inc.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 2025

I. SUMMARY OF AUDITOR'S RESULTS
Financial Statements

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

Internal control over financial reporting:
e Material weakness(es) identified?

e Significant deficiency(ies) identified that are not
considered to be material weakness(es)?
Noncompliance material to financial statements noted?

Federal Awards
Internal control over financial reporting:
e Material weakness(es) identified?
o Significant deficiency(ies) identified that are not

considered to be material weakness(es)?

Type of auditor's report issued on compliance for
major programs:

e Any audit findings disclosed that are required
to be reported in accordance with 2 CFR
Section 200.156(a)?

Identification of Major Program

Assistance Listing No. 93.600

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

Auditee qualified as low-risk auditee?
Il. FINANCIAL STATEMENT FINDINGS AND RESPONSES
None reported.
I1l. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None reported.
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Unmodified

Yes _ X No
Yes _ X None reported

Yes _ X No

Yes _ X No

Yes _ X _None reported

Unmodified

Head Start Cluster

$1,000,000

Yes _ X No



Union County Community Action, Inc.

SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED SEPTEMBER 30, 2025

None reported.
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