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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Onslow Community Outreach, Inc.

Jacksonville, North Carolina

Qualified Opinion

We have audited the accompanying financial statements of Onslow Community Outreach, Inc. (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2022, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section of
our report, the financial statements referred to above present fairly, in all material respects, the financial position of
Onslow Community Outreach, Inc. as of December 31, 2022, and the changes in its net assets and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Qualified Opinion

Because of inadequacies in the Organization’s accounting records, mainly due to a software conversion, we were
unable to form an opinion regarding the amount of revenues (stated at $2,843,866) in the accompanying statement
of activities and changes in net assets.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contain 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 Onslow Community Outreach, Inc. 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 qualified 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 evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Onslow Community Outreach, Inc.'s ability to
continue as a going concern within one year after the date that the financial statements are available to be issued.



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 judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment 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
Onslow Community Outreach, Inc.’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 judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Onslow Community Outreach, Inc.’s ability to continue as a going concern for a
reasonable period of time.

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

Other Matter

The financial statements of Onslow Community Outreach, Inc. as of and for the year ended December 31, 2021
were audited by other auditors whose report dated September 23, 2022, expressed an unmodified opinion on those
statements.

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 and state awards, 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 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 whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 4, 2024, on our
consideration of the Organization’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is 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 Organization’s internal control over
financial reporting or on ompliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organizatin’s internal control over financial reporting.

Raleigh, North Carolina
March 4, 2024



ONSLOW COMMUNITY OUTREACH, INC.
Statements of Financial Position

December 31, 2022 and 2021

2022 2021
ASSETS
Current assets:
Cash and cash equivalents $ 1,149,511 580,121
Grants receivable 197,083 254,708
Inventory 35,751 39,636
Real estate held for sale - 60,343
Total current assets 1,382,345 934,808
Property and equipment:
Land 439,940 439,940
Buildings 2,604,268 1,663,260
Furniture and equipment 106,714 38,887
Construction in progress - 691,556
Vehicles 170,976 32,250
Total property and equipment 3,321,898 2,865,893
Less accumulated depreciation (175,005) (100,221)
Net property and equipment 3,146,893 2,765,672
Non-current assets
Right-of-Use Asset, net of amortization 177,087 -
Total assets $ 4,706,325 3,700,480
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and accrued liabilities $ 36,266 47,327
Current portion of notes payable 33,972 82,458
Current portion of lease liability 40,844 -
Total current liabilities 111,082 129,785
Non-current liabilities
Notes payable, less current portion 1,074,719 1,108,691
Lease liability, less current portion 138,643 -
Total other assets 1,213,362 1,108,691
Total liabilities 1,324,444 1,238,476
Net assets:
Without donor restriction 3,325,313 2,405,436
With donor restrictions 56,568 56,568
Total net assets 3,381,881 2,462,004
Total liabilities and net assets $ 4,706,325 3,700,480

The accompanying notes to financial statements are an integral part of these statements.
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REVENUE:
Grants and Contributions:
Private grants and contributions
Government grants and contracts
Donated services
Donated goods
Total grants and contributions

Special events, net
PPP loan forgiveness
Forgiveness of debt
Other income
Net assets released from restriction
Total revenue and net assets released
from restrictions

EXPENSES:
Program
Management and general
Fundraising
Total expenses

Change in net assets
Net assets at beginning of year
Net assets at end of year

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

ONSLOW COMMUNITY OUTREACH, INC.
Statements of Activities and Changes in Net Assets
For the Year Ended December 31, 2022 and 2021

Without Donor  With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
$ 1,570,654 $1,570,654 $ 529,823 $ 671,092
900,985 900,985 - 1,478,491
141,760 141,760 183,800 183,800
586,576 586,576 541,151 541,151
3,199,975 3,199,975 1,254,774 2,874,534
43,141 43,141 31,192 31,192
- - 105,070 105,070
56,000 56,000 56,000 56,000
62,783 62,783 23,024 23,024
- - 1,627,058 (1,627,058) -

3,361,899 3,361,899 3,097,118 3,089,820
1,911,562 1,911,562 2,122,556 2,122,556
505,160 505,160 93,842 93,842
25,300 25,300 48,603 48,603
2,442,022 2,442,022 2,265,001 2,265,001
919,877 919,877 832,117 824,819
2,405,436 2,462,004 1,573,319 1,637,185
$ 3,325,313 $3,381,881 $ 2,405,436 $2,462,004




ONSLOW COMMUNITY OUTREACH, INC.
Statement of Functional Expenses
For the Year Ended December 31, 2022

Management Total
Program and General Fundraising Expenses
Payroll $ 649,801 $ 40,209 $ 27,356 $ 717,366
Contracted services 134,513 6,849 - 141,362
Donated medical services 141,760 - - 141,760
Donated goods 582,076 4,500 - 586,576
Pharmacy, medical & other supplies 61,710 7,664 - 69,374
Client assistance 142,648 - - 142,648
Program operations 165,772 37,859 - 203,631
Insurance 28,975 22,389 - 51,364
Occupancy & vehicles 186,139 17,304 - 203,443
Interest 49,420 - - 49,420
Other expense 24,874 - 24,874
Depreciation and amortization 110,204 - - 110,204
Total expenses $ 2,253,018 $ 161,648 $ 27,356 $§ 2,442,022

The accompanying notes are an integral part of these financial statements
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ONSLOW COMMUNITY OUTREACH, INC.
Statement of Functional Expenses
For the Year Ended December 31, 2021

Payroll

Contracted services
Donated medical services
Donated goods

Pharmacy, medical & other supplies
Client assistance

Program operations

Insurance

Occupancy & vehicles

Interest

Depreciation

Total expenses

The accompanying notes are an integral part of these financial statements

Management Total
Program and General Fundraising Expenses

$ 649,673 $ 51,098 $ 29,199 § 729,970
123,036 12,300 - 135,336
183,800 - - 183,800
541,151 - - 541,151
45,252 7,426 - 52,678
273,798 - - 273,798
24,831 4,901 19,404 49,136

40,458 12,483 - 52,941
142,598 5,634 - 148,232
53,095 - - 53,095

44,864 - - 44,864

$ 2,122,556 $ 93,842 § 48,603 $ 2,265,001
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ONSLOW COMMUNITY OUTREACH, INC.
Statements of Cash Flows
For the years ended December 31, 2022 and 2021

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 919,877 $ 824,819
Adjustments to reconcile change in net assets to
net cash (used in) provided by operating activities:

Depreciation and amortization 110,204 44,864
Building fund contributions - (95,018)
Gain on sale of assets (371,657) -
Debt forgiveness (56,000) -
Changes in assets and liabilities that provided (used) cash:
Grants receivable 57,625 (19,421)
Inventory 3,885 (758)
Accounts payable & accrued liabilities (11,061) (15,640)
Net cash provided by operating activities 652,873 738,846
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment and construction in progress (456,005) (543,984)
Proceeds from sale of property and equipment 432,000 -
Right-of-Use asset obtained through lease (212,504) -
Building fund contributions - 95,018
Net cash provided (used) by investing activities (236,509) (448,966)
CASH FLOWS FROM FINANCING ACTIVITIES
Obligations incurred under operating lease liability 212,504 -
Payments on operating lease liability (33,017) -
Payments on note payable (26,458) (86,335)
Net cash provided (used) by financing activities 153,029 (86,335)
Net increase (decrease) in cash and cash equivalents 569,393 203,545
Cash and cash equivalents, beginning of year 580,121 376,576
Cash and cash equivalents, end of year $ 1,149,514 $ 580,121

Supplemental disclosure of cash flow information:
Cash paid during the year for interest $ 52,939 $ 40,772

Supplemental disclosures of noncash investing and
financing activities:
Net property and equipment reclassified to real estate
held for sale $ - $ 60,343

The accompanying notes are an integral part of these financial statements
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of the Organization:

Onslow Community Outreach, Inc. (“the Organization’) is a North Carolina nonprofit corporation organized
in February 1990. The Organization aims to provide for the basic human care needs of less fortunate citizens
of Onslow County, North Carolina. It seeks to fight hunger and homelessness, provide quality medical care to
people who lack insurance and cannot afford health care, give benevolent assistance to families in financial
crisis, and to help those less fortunate have a joyful Christmas. It seeks to be the personification of
benevolence in the Onslow community.

The Organization operates a soup kitchen, a homeless shelter and a free clinic (the Caring Community Clinic)
providing both medical and dental services to the uninsured and low-income residents of Onslow County. It
coordinates “Christmas Cheer,” assisting around 5,000 adults and children during the holiday season. In
addition, it brings the local community together for an annual “Oktoberfest.”

Basis of Presentation:

The accompanying financial statements have, in all material respects, been prepared on the accrual basis in
conformity with U.S. generally accepted accounting principles. Net assets and revenues, expenses, gains, and
losses are classified based on the existence or absence of externally imposed restrictions. Accordingly, net
assets of the Organization and changes therein are classified and reported as follows:

Net assets without donor restrictions — are resources available for use in general operations and not subject
to donor (or certain grantor) restrictions. The only limits on their use are the broad limits resulting from the
nature of the organization, the environment in which it operates, the purposes specified in its corporate
documents and its application for tax-exempt status, and any limits resulting from contractual agreements
with creditors and other that are entered into in the course of its operations.

Net assets with donor restrictions — are resources that are subject to donor (or certain grantor) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be met by the
passage of time or other events specified by the donor. Other donor-imposed restrictions are permanent in
nature, where the donor stipulates that resources be maintained in perpetuity. Donor-imposed restrictions
are released when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated
purposed for which the resource was restricted has been fulfilled, or both. As of December 31, 2022 and
2021, the Organization held no net assets with permanent donor restrictions.

Use of Estimates:

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

Cash and Cash Equivalents:
The Organization considers short-term, interest bearing, highly liquid investments with original maturities of
three months or less to be cash equivalents for purposes of financial statement presentation.

Grants Receivable:

At December 31, 2022 and 2021, the grant receivable balances of $197,083 and $254,708, respectively,
consisted of reimbursable expense that were paid in the first quarter of the new year. As such, no allowance for
uncollectible amounts has been established.




ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventory:
The soup kitchen’s food supplies are recorded at cost and the clinic’s donated pharmaceutical and medical

supplies are recorded at replacement cost based on wholesale prices of donated inventory. As of December 31,
2022 and 2021, inventory balances were $35,751 and $39,636, respectively. See Note 4, Inventory, for more
details.

Property and Equipment:

Property and equipment are stated at cost, except for donated assets, which are recorded at fair market value
on the date of gift. The Organization follows the practice of capitalizing all expenditures for property and
equipment costing more than $5,000.

Depreciation is computed using the straight-line method over the following estimated useful lives:

Buildings and improvements Up to 40 years
Furniture and Equipment 5 - 15 years
Vehicles 5 - 15 years

Depreciation expense for the years ended December 31, 2022 and 2021 was $74,787 and $44,864,
respectively.

Contributions, Grants, and Contracts:

Contributions, including unconditional promises to give, are recognized when received. All contributions are
reported as increases in net assets without donor restrictions unless the use of the contributed assets is
specifically restricted by the donor.

Contributed services are only recorded if they meet the requirements for recognition. Donations of
pharmaceutical and medical supplies to the clinic are valued at replacement cost based on current wholesale
prices of the items.

The Organization receives a large amount of donated food that is distributed to clients through its soup kitchen.
The soup kitchen staff logs and weighs all food received and assigns a fair value to the donation based on its
weight. The donated food goods were valued at $2.00 per pound. The Organization also receives donated
medicine and medical supplies from Direct Relief that is distributed through its clinic. The clinic staff logs all
medicine and supplies received and assigns a value to the donation based on the cost provided by Direct Relief.
The Organization also receives donated supplies that are used in the shelter and for direct client assistance. The
shelter staff logs all supplies received and assigns values based on the costs of the individual items.

Grant revenue is recognized when the qualifying costs are incurred for cost-reimbursement grants or contracts or
when a unit of service is provided for performance grants.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Donated Services:

The requirements for the recognition of contributed services in the financial statements are set forth in FASB
ASC 958-605-25-16, “Contributed Services.” Donated services should be recorded when (1) they create or
enhance non-financial assets; or (2) they require specialized skills provided by individuals possessing those
skills and are services that typically would be purchased if not provided by donation.

The Organization has valued and recorded the donated services of its medical and dental professional
providing specialized skills. These professionals provided approximately 2,304 hours of services. The
Organization estimates that the hourly rates for Nurse Practitioners and Dental Providers in these capacities
are $60 and $100 per hour respectively. As such, at December 31, 2022 and 2021, a calculated estimate of
$141,760 and $183,800, respectively, of contributed services revenue and offsetting expense is included on
the Statement of Activities as the revenue line item “Donated Services” and on the Statement of Functional
Expenses as the expense type “Donated Medical Services.”

Functional Allocation of Expenses:

The costs of providing program services and other activities have been summarized on a functional basis in
the Statements of Activities and Changes in Net Assets. Expense that can be identified with a specific
program or support service are allocated directly according to their nature and expenditure classification.
Other expense that are common to several functions are allocated by a statistical means.

Management and General activities include the functions necessary to provide support for the Organization’s
program. These include those that provide governance (Board of Directors), oversight, business management,
financial recordkeeping, budgeting, legal services, human resource management, and similar activities that
ensure an adequate working environment and an equitable employment program.

Fundraising activities include publicizing and conducting fundraising campaigns; maintaining donor lists;
conducting special fundraising events; and other activities involved with soliciting contributions from
corporations, foundations, individuals, and others.

The Organization hosts occasional special events designed to bring together the local community, raise funds
for the organization, and bring greater awareness of its mission. Its primary special event is the annual
Onslow County “Oktoberfest.” In recognizing special events revenue, the Organization follows the guidance
provided by FASB ASC-958-605, Revenue Recognition. The Organization considers its events to be on-
going and central to its operations and therefore records gross revenues. Event costs as well as other
fundraising costs appears on the Statements of Functional Expenses.

Agency Transactions:

As part of its mission, the Organization’s Caring Community Clinic connects its patients to healthcare resources
in the local community. In particular, it participates in a prescription assistance program with pharmaceutical
suppliers. The program facilitates free medication access and management for uninsured, low-income
individuals. FASB ASC 958-605, “Revenue Recognition” provides guidance on the accounting for gifts directed
to specified beneficiaries. It notes that if the recipient organization has little or no discretion in determining the
use of the assets provided, a contribution should not be recognized. As such, the prescription medications
provided by pharmaceutical suppliers to patients of the clinic are not included in the Organization’s Statement of
Activities as either contributions revenue or donated pharmaceuticals expense.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Endowment Fund Annual Distribution:

The Organization is the sole beneficiary of an annual distribution from the “Onslow Community Outreach
Endowment Fund” and the “Caring Community Clinic Endowment Fund” of the North Carolina Community
Foundation. The endowment funds are assets of the North Carolina Community Foundation and therefore do not
appear on the Statement of Financial Position of the Organization.

Advertising Expense:
Advertising costs are expensed as incurred. Advertising expense totaled $958 and $7,635 for the years ended
December 31, 2022 and 2021, respectively.

Income Taxes:

The Organization is exempt from income taxes as a not-for-profit organization under IRS code section 501(c)
(3). Additionally, it does not generate business income unrelated to its exempt purpose and therefore has
made no provision for income taxes or uncertain tax positions in the financial statements.

Accounting for Uncertainty in Income Taxes

The Organization accounts for uncertainty in income taxes using the provisions of FASB ASC 740, Income
Taxes. Using that guidance, tax positions initially need to be recognized in the financial statements when it is
more-likely-than-not the positions will be sustained upon examination by the tax authorities. It also provides
guidance for derecognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition. As of December 31, 2022 and 2021, the Organization has no uncertain tax positions that qualify for
either recognition or disclosure in the financial statements. The Organization is subject to routine audits by
taxing jurisdictions; however, there are currently no audits for any tax periods in progress.

Comparative Statements

The financial statements and certain notes include certain prior year summarized comparative information in
total. Such information does not always include sufficient detail to constitute a presentation in conformity
with accounting principles generally accepted in the United States of America (“U.S. GAAP”). Accordingly,
such information should be read in conjunction with the Organization’s financial statements as of and for the
year ended December 31, 2021, from which the summarized comparative information was derived. The prior
year financial statements were prepared by Bernard Robinson & Company.

New Accounting Pronouncement:

Not-for-Profit Entities (Topic 958) Presentation and Disclosures by Not-for-Profit Entities for Contributed
Nonfinancial Assets (ASU 2020-07)— Effective in 2022, the amendments in this Update apply to nonprofit
organizations that receive contributed nonfinancial assets. Contribution revenue may be presented in the
financial statements using different terms (for example, gifts, donations, grants, gifts-in-kind, donated services,
or other terms). The amendments address presentation and disclosure of contributed nonfinancial assets. The
term nonfinancial asset includes fixed assets (such as land, buildings, and equipment), use of fixed assets or
utilities, materials and supplies, intangible assets, services, and unconditional promises of those assets.

Effective January 1, 2022, the Initiative adopted the provisions of FASB ASC Topic 842 (ASU 2016-02),
Leases. ASC 842 requires that a lease liability and related right-of-use-asset representing the lessee’s right to
use or control the asset be recorded on the statement of financial position upon the commencement of all
leases, except for those with a lease term of twelve months or less. Leases are classified as either finance
leases or operating leases. The Initiative has elected to record in its financial statements the effect of FASB
ASC 842 as of the beginning of the year of adoption, which is January 1, 2022. The comparative period
ending December 31, 2021 is not presented under the provisions of FASB ASC 840.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 2 - CONCENTRATION OF CREDIT RISK

The Organization occasionally maintains deposits in excess of federally insured limits. The Organization
maintains its cash balances in reputable financial institutions in the United States of America and accounts at
each institution are insured by the Federal Deposit Insurance Corporation up to $250,000. At December 31,
2022 and 2021, the Organization had uninsured cash balances of approximately $817,872 and $277,079,
respectively.

NOTE 3 - GRANTS AND CONTRIBUTIONS

The Organization receives its revenue from a wide variety of grant sources including both governmental and
private agencies as well as individual and corporate supporters. Major components of support are summarized as
follows:

2022 2021

Onslow Memorial Hospital $ 255,000 $ 255,000
NC SECU Foundation - 15,000
United Way 40,400 46,400
Other Businesses, Foundations, Churches & Individuals 1,275,254 354,693

Total Private Grants and Contributions 1,570,654 671,093
City of Jacksonville Forgivable Loan 252,224 56,000
Community Development Block Grants 33,329 328,907
Emergency Solutions Grants 157,607 424,334
Coronavirus Relief Grant 59,591 432,067
Community Health Grants 358,385 238,970
Medical Assistance Program Grant 21,330 12,219
Emergency Food & Shelter National Board Program 67,019 17,994
Onslow County 7,500 24,000

Total Government Grants and Contracts 956,985 1,534,491
Donated Goods & Services 210,303 724,951

Total Grants and Contributions $ 2,737,942 $ 2,930,535

Included in the above table is significant support from both private and public agencies specific to the
coronavirus pandemic. The Organization used those funds to retain staffing and adjust operating procedures in
order to safely serve its clients throughout 2022 and 2021.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021
NOTE 4 - INVENTORY

Inventory consisted of the following as of December 31, 2022 and 2021:

2022 2021
Clinic's donated pharmaceutical and medical supplies $ 8,800 20,796
Soup kitchen's food supplies 26,951 18,840
Total inventory $ 35,751 $ 39,636

NOTE 5 - PROPERTY AND EQUIPMENT AND CONSTRUCTION IN PROGRESS

In October 2015, the Organization purchased a building and land located at 1210 Hargett Street in Jacksonville,
North Carolina for $650,000. The Organization continues to renovate the property in order to ultimately provide
a full-scale Services Center of more than 27,000 square feet for administrative and program space including a
soup kitchen. The homeless shelter and housing support center opened in October 2020, the multi-purpose space
was placed in service in January 2021, the administrative area opened in September 2021, and the soup kitchen
opened in March 2022, when it was removed from construction in progress and placed into service.

NOTE 6 - REAL ESTATE HELD FOR SALE

On November 29, 2021, the Organization entered into an agreement to sell property at 600 Court Street,
which was the prior service center for the Organization, for $432,000. At December 31, 2021, the net book
value of the land and building totaling, $60,343 was reclassified to real estate held for sale. On April 1, 2022
the property was sold.

NOTE 7 - ACCOUNTS PAYABLE AND ACCRUED LIABILITES
The accounts payable and accrued liabilities balance consists of the following at December 31, 2022 and
2021:

2022 2021
Operational accounts payable 898 8,060
Payroll and related payables 34,794 35,175
Accrued interest payable 573 4,092

$ 36,265 § 47,327

NOTE 8 — LEASES

Under ASC 842, if a contract provides the right to substantially all the economic benefits and the right to
direct the use of the identified asset, it is considered to be or contain a lease. Right-of-use (ROU) assets and
lease liabilities are recognized at the lease commencement date based on the present value of the future lease
payments over the expected lease term. ROU assets are also adjusted for any lease prepayments made, lease
incentives received, and initial direct costs incurred.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 8 — LEASES (Continued)

Lease liabilities are initially and subsequently recognized based on the present value of their future lease
payments. ROU assets for operating leases are subsequently measured throughout the lease term at the amount
of the remeasured lease liability (i.e., present value of the remaining lease payments), plus unamortized initial
direct costs, plus (minus) any prepaid (accrued) lease payments, less the unamortized balance of lease
incentives received, and any impairment recognized.

The Initiative has elected the short-term lease exemption for all leases with a term of 12 months or less for
both existing and ongoing operating leases to not recognize the asset and liability for these leases. Lease
payments for short-term leases are recognized on straight-line basis.

In March 2016, the Organization entered into a twelve-month agreement with a local corporation to lease a
suite of offices to house its clinic operations. The lease requires monthly payments of $3,075. Total rent
expense for 2022 and 2021 are $6,150 and $39,975 respectively.

During the year ended December 31, 2022, the Organization is a lessee in a noncancelable operating lease
agreement for office space. The lease term began on March 1, 2022 with an initial term of five years through
February 2027. The lease calls for required monthly payments of $3,838. At the end of the lease term, the
Organization has an option to extend its lease for two additional five years terms.

The lease liability is measured at a discount rate of 3.37%, based on the short-term lending rate as of the start
of lease. As a result of the lease, the Initiative has recorded a right to use asset with original value of $212,504
and net book value of $179,487 as of December 31, 2022.

The future minimum lease obligations and the net present value of these minimum lease payments as of
December 31, 2022 were as follows:

Year ending Principal Interest Total
2023 § 40,844 $ 5,212 $ 46,056
2024 42,220 3,836 46,056
2025 43,643 2,413 46,056
2026 45,114 942 46,056
2027 7,666 10 7,676
Total $ 179,487 $ 12,413 $ 191,900

NOTE 9 - NOTES PAYABLE

The Organization’s total long-term debt consists of a loan from Coastal Bank & Trust and a forgivable loan
from the City of Jacksonville as described below:

Coastal Bank & Trust — Under the terms of the loan, monthly payments of $6,572, including interest at a
fixed rate of 4.95% per annum, are dur for 47 months and a final balloon payment is due in September
2024 of $878,387. The loan is secured by the property at 1210 Hargett Street in Jacksonville, North
Carolina. At December 31, 2022 and 2021, the loan balance was $940,691 and $967,149, respectively.
Interest expense for 2022 and 2021 totaled $44,057 and $53,095, respectively, and appears as a line items
on the Statement of Functional Expenses.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021
NOTE 9 - NOTES PAYABLE (continued)
Estimated future maturities of the note payable at December 31, 2022 is as follows:

Year ending

December 31 Total
2023 $ 33,972
2024 906,719
2025 -
2026 -
2027 -

Thereafter -
$ 940,691

City of Jacksonville (Community Development Block Grant Funding) — A combined loan balance of
$168,000 and $224,000 at December 31, 2022 and 2021, respectively, from the City of Jacksonville of
federal pass-through Community Development Block Grant funds (CDBG) is forgivable at a rate of 10%
per year over 10 years provided that certain conditions are met. The key milestones include completion of
the specified renovations and use of the facility throughout the 10-year term for community support
functions. In 2022 and 2021, the City forgave $56,000 and $56,000 and this amount is included in
government grant revenue.

Line of Credit — The Organization also maintains a line of credit with Wells Fargo Bank to assist with
seasonal cash flow needs. The line of credit has a limit of $50,000 and had no outstanding balance as of
December 31, 2022 and 2021.

NOTE 10 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions for the years ended December 31, 2022 and 2021 consist of:

2022 2021
Christmas cheer fund $ 56,568 $ 56,568

Net assets that were released from restrictions by incurring expenses satisfying the restricted purposes or by
occurrence of other events specified by donors for the years ended December 31, 2022 and 2021, are as follows:

2022 2021
Expenses satisfying restricted purpose $ - § 1,627,058

NOTE 11 - PPP LOAN
On February 17 2021, the Organization obtained $105,070 in Payback Protection Program loan proceeds to

enable the Organization to continue to employee staff during the COVID-19 pandemic which was fully
forgiven in August 2021 and is included in revenue at December 31, 2021.
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ONSLOW COMMUNITY OUTREACH, INC.
Notes to Financial Statements
December 31, 2022 and 2021

NOTE 12 - LIQUIDITY AND AVAILABILITY

As part of the Organization’s liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations become due. The Organization invests
cash in excess of daily requirements in an investment account.

Financial assets available for general expenditures, that is, without donor or other restrictions limiting their
use, within one year of the statement of financial position date, comprise of the following:

2022 2021
Cash and cash equivalents $ 1,149,511 $ 580,121
Grants receivable 197,083 254,708
Less:
Accounts payable and accrued liabilities (36,266) (47,327)
Net assets with donor restrictions (56,568) (56,568)

$ 1,253,760 $ 730,934

At December 31, 2022, all net assets without restrictions are available to meet cash needs for general
expenditures of the Organization with one year.

NOTE 13 - SUBSEQUENT EVENTS
In preparing these financial statements, the Organization has evaluated subsequent events and transactions for
potential recognition or disclosure through March 4, 2024 the date the financial statements were available to

be issued. No significant events or transactions were identified that would require adjustment or disclosure in
the financial statements.
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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 GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Onslow Community Outreach, Inc.
Jacksonville, North Carolina

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of Onslow Community Outreach, Inc. (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2022, and the related
statements of activities, and cash flows for the year then ended, and the related notes to the financial statements,
and have issued our report thercon dated March 4, 2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Onslow Community Outreach,
Inc.’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 Onslow Community Outreach, Inc.’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Onslow Community Outreach, Inc.’s internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or 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 the internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. We
identified certain deficiencies in internal control, described in the accompanying schedule of findings and
questioned costs as items 2022-001, and 2022-002 that we consider to be material weaknesses.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Onslow Community Outreach, Inc.’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the 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 matters 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 2022-001 and 2022-002

Onslow Community Outreach, Inc.’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on Onslow Community
Outreach, Inc.’s response to the findings identified in our audit and described in the accompanying schedule of
findings and questioned costs. Onslow Community Outreach, Inc.’s response was not subjected to the other auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on the response.

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.

Raleigh, North Carolina
March 4, 2024
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ONSLOW COMMUNITY OUTREACH, INC.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2022

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

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

Internal control over financial reporting:

Material weaknesses identified? v yes no

Significant deficiency(s) identified that are
not considered to be material weaknesses? yes v none reported

Noncompliance material to the financial statements noted yes v no

Federal Awards

Internal control over major Federal programs:

Material weaknesses identified? yes v no

Significant deficiency(s) identified that are
not considered to be material weakness(es)? yes v none reported

Type of Auditor's report issued on compliance for major programs: Unmodified
Identification of major program(s):

21.019 Coronavirus Relief Fund
14.231 Emergency Solutions Grant Program

Dollar threshold used to distinguish between type A and type B
programs: $ 750,000.00

Auditee qualified as low-risk auditee? yes v no
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ONSLOW COMMUNITY OUTREACH, INC.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2022

SECTION II - FINANCIAL STATEMENT FINDINGS

Finding 2022-001

Criteria

Condition

Cause

Effect

Questioned costs

Recommendation

Finding 2022-002

Criteria

Condition

Cause

Effect

Questioned costs

Recommendation

Material Weakness

Management should have a system in place to reduce the likelihood of errors in
financial reporting.

Financial reporting under the accounting standards promulgated by the Financial
Accounting Standards Board and Governmental Accounting Standards requires a

level of technical expertise not possessed by the Organization's personnel with
regards to drafting full accrual.

The Organization switched to a new accounting software during the year and
transitioned from the cash basis to full accrual under generally accepted accounting
principles which resulted in errors in the reporting.

Material journal entries were required during the audit procedures to correct
financial statement balances.

None

We recommend the Organization implement additional procedures over the review
of financial records to ensure balances are appropriately reported.

Material Weakness

The Organization is required to prepare timely bank reconciliations that
substantiate cash balances reported.

The balance reported on the Organization's bank reconciliations did not match the
balance reported on the Organization's financial statements.

The Organization transitioned to a new accounting software during the year which
resulted in duplicate entries being input and created differences.

Large discrepancies existed between the amount reported on the bank reconciliation
and the amount reported on the Organization's financial statements resulting in
material journal entries to correct.

None.

We recommend the Organization implement additional procedures over the review
of financial records to ensure balances are appropriately reported.
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ONSLOW COMMUNITY OUTREACH, INC.
Summary Schedule of Prior Year Audit Findings
For the Year Ended December 31, 2022

SECTION II - FINANCIAL STATEMENT FINDINGS

None reported.
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Onslow Community Outreach, Inc.

5010 (3) Public Charity, Founded 1990

ONSLOW COMMUNITY OUTREACH, INC.
Corrective Action Plan
For the Year Ended December 31, 2022

FINANCIAL STATEMENT FINDINGS
Finding 2022-001
Name of contact person: Christopher Crooks

Corrective action: Onslow Community Outreach will seek additional reconciliation services
from third-party local accounting firms to provide an additional layer of monthly oversight.
Current requests for such services have been delayed by the accounting firms until “after tax
season”. We anticipate these new services can begin in April 2024.

Proposed completion date: April 2024

Finding 2022-002

Name of contact person: Christopher Crooks

Corrective action: Onslow Community Outreach will seek additional reconciliation services
from third-party local accounting firms to provide an additional layer of monthly oversight.
Current requests for such services have been delayed by the accounting firms until “after tax
season”. We anticipate these new services can begin in April 2024.

Proposed completion date: April 2024
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ONSLOW COMMUNITY OUTREACH, INC.
Schedule of Expenditures of Federal and State Awards
For the Year Ended December 31, 2022

State/Pass-
Through
Federal Grantor's
Grantor/Pass-through Grantor/Program Title ALN Number Expenditures

FEDERAL GRANTS
Cash Assistance:

U.S. Department of the Treasury:
Passed-through the Office of State Budget and Management:
NC Pandmeic Recovery Office
Passed through the North Carolina Associate of Free
and Charitable Clinics
Coronavirus Relief Fund 21.019 $ 232,133

U.S. Department of Housing and Urban Development (HUD):
Passed-through the N.C. Department of Health and Human Services

Emergency Solutions Grant Program 14.231 157,607
Covid-19 Emergency Solutions Grant Program 14.231 0
Passed-through the City of Jacksonville, North Carolina
Community Development Block Grant 14.225 0
Covid-19 Community Development Block Grant 14.225 33,329
U.S. Department of Homeland Security:
Passed-through the United Way of America
Emergency Food and Shelter National Board Program 97.024 67,019

Total expenditure of federal awards 490,088

STATE GRANTS

N.C. Department of Health and Human Services:
Central Management and Support - Office of Rural Health
Community Health Grant - Medical 269,778
Community Health Grant - Dental 60,528
Medical Assistance Program Grants 49,409

Total expenditure of state awards 379,715

Total Federal and State Assistance $ 869,803
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ONSLOW COMMUNITY OUTREACH, INC.
Schedule of Expenditures of Federal and State Awards (Continued)
For the Year Ended December 31, 2022

Notes to the Schedule of Expenditures of Federal and State Financial Awards:

Note 1: Basis of Presentation

The accompanying schedule of expenditures of Federal and State awards (SEFSA) includes the Federal and
State grant activity of Onslow Community Outreach, Inc. under the programs of the Federal government and the
State of North Carolina for the year ended December 31, 2022. The information in this SEFSA is presented in
accordance with the requirements of Title 2 US Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards and the State Single Audit
Implementation Act. Because the Schedule presents only a selected portion of the operations of the
Organization, it is not intended to and does not present the financial position, changes in net position, or cash
flows of the Organization.

Note 2: Summary of Significant Accounting Policies

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

Note 3: Indirect Cost Rate

The Organization has elected not to use the 10-percent de minimis indirect cost rate as allowed under the
Uniform Guidance.
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