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Crum & Company

Certified Public Accountants

Independent Auditor’s Report

To the Board of Trustees of
Hunger Network of Greater Cleveland

Report on Financial Statements

We have audited the accompanying financial statements of the Hunger Network of Greater
Cleveland (a nonprofit organization) which comprise the statements of financial position as of
December 31, 2018 and 2017, and the related statements of activities and changes in net assets,
statements of functional expenses and statements of cash flows for the years then ended and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Hunger Network of Greater Cleveland as of December 31, 2018 and
2017, and the changes in its net assets and its cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

Other Matters

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 US
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 basic 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 basic 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 basic 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
September 10, 2019 on our consideration of the Hunger Network of Greater Cleveland’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Hunger Network of Greater Cleveland’s internal control over
financial reporting and compliance.

Crumv & Companvy
Crum & Company

Akron, Ohio
September 10, 2019



Hunger Network of Greater Cleveland
Statements of Financial Position
December 31, 2018 and 2017

ASSETS 2018 2017
Current assets
Cash and cash equivalents $ 357,022 $ 359,789
Investments 299,284 327,571
Contributions and grants receivable 171,487 39,225
Accounts receivable - other 2,712 17,082
Prepaid expenses 10,195 12,329
Total current assets 840,700 755,996
Property and equipment 42,993 54,555
Less: allowance for depreciation (35,628) (39,720)
Total property and equipment 7,365 14,835
Beneficial interest in trusts 51,451 54,750
Total assets $ 899,516 $ 825,581
LIABILITIES
Current liabilities
Accounts payable $ 106,373 $ 103,722
Accrued payroll and related expenses 12,459 10,248
Deferred revenue - 1,200
Total current liabilities 118,832 115,170
NET ASSETS
Without donor restrictions
Undesignated 82,736 78,853
Board designated
Cash reserve 250,000 250,000
Mission reserve 234,900 244732
Total without donor restrictions 567,636 573,585
With donor restrictions 213,048 136,826
Total net assets 780,684 710,411
Total liabilities and net assets $ 899,516 $ 825,581

The accompanying notes are an integral part of these financial statements 3



Hunger Network of Greater Cleveland
Statement of Activities and Changes in Net Assets
For the Year Ended December 31, 2018

With Donor
Restrictions Total

Without Donor
Restrictions

Operating revenues and support
Contributions, grants and special events

Foundations 228,002 232,577 460,579
Corporations 173,787 75,000 248,787
Individuals 499,870 - 499,870
Congregations 43,813 - 43,813
Government grants
Emergency food and shelter program 258,987 - 258,987
City 3,353 - 3,353
County 1,065,000 - 1,065,000
Value of donated food 8,279,887 - 8,279,887
Total operating revenues and support 10,552,699 307,577 10,860,276
Net assets released from restrictions
Satisfaction of program restrictions 228,056 (228,056) -
Net operating revenues and support 10,780,755 79,521 10,860,276
Operating expenses
Program services 10,203,705 - 10,203,705
General and administrative 89,147 - 89,147
Fundraising and special events 464,563 - 464,563
Total operating expenses 10,757,415 - 10,757,415
Change in net assets from operations 23,340 79,521 102,861
Other activity
Investment income, net (29,289) (3,299) (32,588)
Total other activity (29,289) (3,299) (32,588)
Change in net assets (5,949) 76,222 70,273
Net assets as of beginning of year 573,585 136,826 710,411
Net assets as of end of year 567,636 213,048 780,684

The accompanying notes are an integral part of these financial statements



Hunger Network of Greater Cleveland
Statement of Activities and Changes in Net Assets
For the Year Ended December 31, 2017

Operating revenues and support
Contributions, grants and special events
Foundations
Corporations
Individuals
Congregations
Government grants
Emergency food and shelter program
City
County
Value of donated food
Total operating revenues and support

Net assets released from restrictions
Satisfaction of program restrictions
Net operating revenues and support

Operating expenses
Program services
General and administrative
Fundraising and special events
Total operating expenses

Change in net assets from operations

Other activity
Investment income, net
Total other activity

Change in net assets
Net assets as of beginning of year

Net assets as of end of year

Without Donor With Donor
Restrictions Restrictions Total
$ 247620 % 59,250 $ 306,870
147,948 113,075 261,023
545,642 - 545,642
40,378 - 40,378
1,780 - 1,780
6,647 - 6,647
1,065,000 - 1,065,000
9,630,946 - 9,630,946
11,685,961 172,325 11,858,286
152,359 (152,359) -
11,838,320 19,966 11,858,286
11,479,055 - 11,479,055
101,003 - 101,003
446,547 - 446,547
12,026,605 - 12,026,605
(188,285) 19,966 (168,319)
43,881 2,212 46,093
43,881 2,212 46,093
(144,404) 22,178 (122,226)
717,989 114,648 832,637
$ 573585 % 136,826 $ 710,411

The accompanying notes are an integral part of these financial statements



Hunger Network of Greater Cleveland

Statement of Functional Expenses

For the Year Ended December 31, 2018

Fundraising
Program General and and Special
Services Administrative Events Total
Food purchases $ 1321849 $ - 9 - $ 1,321,849
Value of donated food distributed
and food purchased below
fair value 8,279,887 - - 8,279,887
Overhead to centers 57,494 - - 57,494
Personnel costs 350,262 45,480 188,790 584,532
Professional and contract services 110,754 21,538 64,814 197,106
Occupancy and equipment costs 55,282 5,316 31,194 91,792
Office expenses, including
telephone 12,838 7,090 20,053 39,981
Advertising, printing and
publications 5,871 2,524 78,878 87,273
Conferences, meetings, travel
and event costs 9,176 2,052 80,789 92,017
Miscellaneous 292 5,147 45 5,484
Total expenses $ 10,203,705 $ 89,147 $ 464,563 $ 10,757,415

The accompanying notes are an integral part of these financial statements



Hunger Network of Greater Cleveland

Statement of Functional Expenses

For the Year Ended December 31, 2017

Fundraising
Program General and and Special
Services Administrative Events Total
Food purchases $ 1,300,021 $ - 9 - $ 1,300,021
Value of donated food distributed
and food purchased below
fair value 9,630,946 - - 9,630,946
Overhead to centers 69,030 - - 69,030
Personnel costs 309,238 40,695 170,063 519,996
Professional and contract services 72,909 53,576 56,610 183,095
Occupancy and equipment costs 40,844 2,249 19,825 62,918
Office expenses, including
telephone 25,517 2,861 25,866 54,244
Advertising, printing and
publications 8,148 440 81,058 89,646
Conferences, meetings, travel
and event costs 22,323 1,060 93,085 116,468
Miscellaneous 79 122 40 241
Total expenses $ 11,479,055 $ 101,003 3 446,547 $ 12,026,605

The accompanying notes are an integral part of these financial statements



Hunger Network of Greater Cleveland

Statements of Cash Flows

For the Years Ended December 31, 2018 and 2017

Cash flows from operating activities
Increase (decrease) in net assets
Adjustments to reconcile change in net assets to net cash

and cash equivalents provided by (used in) operating activities:

Depreciation
(Gain) on sale of investments
Unrealized loss (gain) on beneficial interest in trusts
Unrealized loss (gain) on investments
(Increase) decrease from changes in operating assets
Contributions and grants receivable
Accounts receivable - other
Prepaid expenses
Increase (decrease) from changes in operating liabilities
Accounts payable
Accrued payroll and related expenses
Deferred revenue
Total adjustments
Net cash and cash equivalents provided by (used in)
operating activities

Cash flows from investing activities
Capital expenditures
Proceeds on sale of investments
Purchase of investments
Net cash and cash equivalents (used in) provided by
investing activities

(Decrease) increase in cash and cash equivalents

Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year
Supplemental information

Noncash investing transaction
Donation of securities

2018 2017
$ 70273 $ (122,226)
7,470 7,750
(2,170) (11,676)
3,299 (7,512)
33,389 (24,065)
(132,262) 428,335
14,370 2,530
2,134 (2,252)
2,651 (42,480)
2,211 (1,764)
(1,200) (3,750)
(69,608) 345,116
665 222,890

- (3,808)

38,841 175,560
(42,273) (200,652)
(3,432) (28,900)
(2,767) 193,990
359,789 165,799
$ 357,022 $ 359,789
$ 1,102 $ 23229

The accompanying notes are an integral part of these financial statements



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note A — Nature of Organization and Summary of Significant Accounting Policies
Nature of the Organization

The Hunger Network of Greater Cleveland (the "Organization™) is incorporated under the
laws of the State of Ohio as a not-for-profit corporation. The current and primary function
of the Organization is to reduce hunger by providing nutritionally balanced meals in the
form of grocery products or prepared meals to 37,000 people per month including
approximately 9,000 children. The Organization operates an organized system of 75
pantries and hot meal programs which are staffed by volunteers and operated by the
Organization. The Organization is designed to leverage limited resources to ensure those
in need are served by establishing minimum standards and reducing potential confusion
and duplication through training and a coordinated approach to service.

The Organization secures and distributes free and reduced-cost food to people in need in
the Greater Cleveland area in the form of nutritionally balanced meals. The Organization
is not only dedicated to feeding hungry people, but also to improving the health and security
of the people it serves. The Organization provides connections to health, social, and
community services that families need to improve food security and household stability.

Another program of the Organization, the Stay Well program, a collaboration with
University Hospitals’ Department of Family Medicine & Community Health, Case
Western Reserve University, and the Carmella Rose Health Foundation, has facilitated
access to care, screening health services, and education to more than 929 individuals at 98
events, resulting in a total of 6,154 residents of Cuyahoga County served. As a result, the
Organization is able to connect clients to needed health care services, as many of them
suffer from diet-related diseases that are exacerbated by food insecurity.

Summary of Significant Accounting Policies
Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during
the reporting period, such as the fair value of commodities. Actual results could differ from
these estimates.



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note A — Nature of Organization and Summary of Significant Accounting Policies - Continued
Financial Statement Presentation

The Organization records contributions and presents its financial statements pursuant to
ASC Topic 958, “Not-for-Profit-Entities” (ASC 958.) Under ASC 958, the Organization
IS required to report contributions as restricted support if they are received with donor
stipulations that limit the use of the funds.

In addition, the Organization is required to report information regarding its assets,
liabilities, revenues, support and expenses according to two classes of net assets: net assets
without donor restrictions and net assets with donor restrictions.

Net Assets Without Donor Restrictions: Includes net assets available for general
operations and not subject to donor restrictions. In addition, net assets without donor
restrictions include funds internally designated by the board of trustees for reserve
and mission.

Net Assets With Donor Restrictions: Includes net assets with donor-imposed
restrictions that are temporary in nature and will be met by events specified by the
donor or the passage of time. Other donor restrictions are perpetual in nature,
whereby the donor has specified the funds be held in perpetuity. Donor imposed
restrictions are released when a restriction expires, that is when the donor imposed
stipulation for which the resource was restricted has been fulfilled or the stipulated
time has passed or both.

New Accounting Pronouncement

The Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2016-14, Not-for-Profit Entities (Topic 958) - Presentation of Financial Statements
of Not-for-Profit Entities. The update addresses the complexity and understandability of
net asset classifications and deficiencies in information about liquidity and availability of
resources and the lack of consistency in the type of information provided about expenses
and investment return. The Organization implemented ASU 2016-14 for 2018, as required,
and has adjusted the presentation of these financial statements accordingly.

Cash and Cash Equivalents
The Organization considers all highly liquid debt instruments purchased with an original

maturity of three months or less to be cash equivalents. Temporarily uninvested cash in
investment accounts is considered an investment rather than a cash equivalent.

10



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note A — Nature of Organization and Summary of Significant Accounting Policies - Continued
Investments

Investments in marketable securities are recorded at fair market value based on published
market prices. The difference between their cost and fair market value is recorded as an
unrealized gain or loss in the statements of activities. Specific-identification is used to
identify securities sold.

Fair Value Measurements

The Organization follows the provisions of ASC Topic 820 “Fair Value Measurements and
Disclosures” (ASC 820), for fair value measurements of financial assets and financial
liabilities and for fair value measurements of non-financial items that are recognized and
disclosed at fair value in the financial statements on a recurring basis. ASC 820 defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

The assets that are recorded at fair value on a recurring basis are investments in various
mutual funds and publicly traded equity securities held by certain financial institutions, a
certificate of deposit and beneficial interests in perpetual trusts. The Organization has no
financial liabilities or non-financial items that are recorded at fair value on a recurring
basis.

ASC 820 establishes a three-level fair value hierarchy that describes the inputs that are
used to measure the fair value of respective assets and liabilities:

Level 1: Fair values are based on quoted prices in active markets for identical assets
and liabilities. The Organization’s level 1 assets include investments, which are
comprised of various types of mutual funds, publicly traded equity securities, and
a certificate of deposit.

Level 2: Fair values are based on observable inputs that include: quoted market
prices for similar assets or liabilities; quoted market prices that are not in an active
market; or other inputs that are observable in the market and can be corroborated
by observable market data for substantially the full term of the assets. The
Organization’s level 2 assets include beneficial interests in certain trusts.

Level 3: Fair values are calculated by the use of pricing models and/or discounted
cash flow methodologies, and may require significant management judgment or
estimation. These methodologies may result in a significant portion of the fair value
being derived from unobservable data. The Organization does not currently hold
any level 3 assets.

11



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note A — Nature of Organization and Summary of Significant Accounting Policies - Continued

Assets measured at fair value at December 31, 2018 and 2017 are as follows:

2018
Level 1 Level 2 Level 3
Investments $ 299284 % - $ -
Beneficial interest in trusts - 51,451 -

$ 299,284 $ 51451 $ -

2017
Level 1 Level 2 Level 3
Investments $ 327,571 $ - $ -
Beneficial interest in trusts - 54,750 -

$ 327571 $ 54,750 $ -

There have been no changes in the methodologies used for valuations from 2017 to 2018.
Contributions and Grants Receivable

Contributions and grants receivable, including unconditional promises to give, are
recognized as revenue when the donor’s commitment is received. Promises that are
restricted by the donor for a specific purpose are recorded as contributions with donor
restrictions. When a restriction expires through accomplishment of purpose or passage of
time, the donor restricted net assets are reclassified to net assets without donor restrictions
and reported in the statements of activities and changes in net assets as net assets
released from restrictions. Donor restricted contributions whose restrictions are fulfilled in
the same year in which they are received are recorded as contributions without donor
restrictions. Management periodically evaluates collectability of grants, pledges, and
contribution receivables and provides an allowance, if deemed necessary, based on
historical experience and future expectation.

Grants receivable were $142,287 and $12,000 at December 31, 2018 and 2017,
respectively. Contributions receivable were $29,200 and $27,225 at December 31, 2018
and 2017, respectively, and no allowance was deemed necessary for either year.

Fixed Assets
Fixed Assets are recorded at cost in the year purchased or at fair market value in the year
donated. Donated fixed assets are recorded as unrestricted contributions unless the donor

has restricted the donated asset to a specific purpose. Fixed assets are depreciated using the
straight-line method over their estimated useful lives of 3-5 years.

12



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note A — Nature of Organization and Summary of Significant Accounting Policies - Continued
Donated Food, Services and Marketable Securities

In accordance with ASC 958, the fair value of food purchased at less than fair value or
donated is recorded as unrestricted support and the associated cost is recorded as expense
in the year received.

Management estimates the value of these commodities, using either the national wholesale
average fair value of food commodities provided through a study conducted by the Feeding
America program, which was $1.68 and $1.73 per pound for the years ended December
31, 2018 and 2017, or for certain food commodity programs, including food commodities
received directly at hunger centers, at estimated retail value at the time of donation for the
years ended December 31, 2018 and 2017.

The Organization distributed a total of approximately 7.6 million and 8.4 million pounds
of food in 2018 and 2017, respectively, of which approximately 4.8 and 5.6 million pounds
were donated or purchased for less than fair value in 2018 and 2017, respectively.

Donated legal services received by the Organization that meet the criteria for recognition
under ASC 958 are recorded in the financial statements under contributions and grants
from corporations in the accompanying statements of activities and changes in net assets
and are valued at $14,590 and $34,690 for 2018 and 2017, respectively. Donated
marketable securities are recorded at fair value at the time of contribution and are recorded
in the statements of activities and changes in net assets under contributions and grants from
individuals and are valued at $1,102 and $23,229 for 2018 and 2017 respectively.

Inventories

The Organization considers all commodities on hand, at year-end, at non-hot meal sites to
be the property of those distribution sites. In addition, the Organization does not record
inventory on the statements of financial position for hot meal sites due to the insignificant
dollar amounts remaining at the end of each month. Any amounts remaining in inventory
at hot meal sites at year-end are distributed shortly thereafter.

Functional Expense Allocations
Expenses are charged to functional areas based on specific identification when possible.
Expenses that cannot be specifically identified to a function are allocated to the functional

areas based on factors such as direct relationship of expense, time spent by employees and
square footage of space used for various programs.

13



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note A — Nature of Organization and Summary of Significant Accounting Policies - Continued
Advertising

The Organization expenses advertising costs as incurred. Total advertising expense was
$10,074 and $14,750 for 2018 and 2017, respectively.

Income Taxes

No provision for income taxes is necessary since the Organization qualifies for tax-exempt
status under Section 501(c)(3) of the Internal Revenue Code.

Uncertain Tax Positions

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America require the Organization to report information
regarding its exposure to various tax positions taken by the Organization. The Organization
has determined whether any tax positions have met the recognition threshold and has
measured the Organization’s exposure to those tax positions. Management believes that
the Organization has adequately addressed all relevant tax positions and that there are no
unrecorded tax liabilities. Federal and state tax authorities generally have the right to
examine and audit the previous three years of tax returns filed. If incurred, the Organization
records tax related penalties and interest as administrative costs in the accompanying
statements of activities and functional expenses. However, the Organization incurred no
tax related penalties or interest in 2018 or 2017.

Reclassifications

Certain amounts in the prior year financial statements have been reclassified for
comparative purposes to conform with the current year presentation.

Note B - Financial Assets and Liquidity Resources

The Organization is primarily funded by federal, state, and local grants and donor
contributions and some of those contributions are received with restrictions. Those
restrictions require that resources be used in a certain manner or in a future period.
Therefore, the Organization must maintain adequate resources to meet those
responsibilities to its donors and certain financial assets, namely cash, may not be
available for general expenditures within one year of the date of the statement of
financial position. As part of its liquidity management, the Organization has a policy to
structure its financial assets to be available to meet general expenditures, liabilities and
other obligations as they become due. The governing board also designates certain
funds for reserve and mission that could be utilized in the event of an unanticipated
liquidity need, if the governing board approves such use. The following reflects the

14



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note B - Financial Assets and Liquidity Resources — Continued

Organization’s financial assets at December 31, 2018 and 2017, reduced by amounts that
are not available for general use due to donor and board imposed restrictions within one

year.
December 31, December 31,
2018 2017
Financial Assets:
Cash $ 357,022 $ 359,789
Contributions and grants receivable 171,487 39,225
Accounts receivable 2,712 17,082
Investments 299,284 327,571
830,505 743,667
Less amounts unavailable for
general expenditure within
one year, due to:
Donor restrictions (213,048) (136,826)
Plus net assets with
purpose and time restrictions
to be met in one year 199,838 122,690
Board designated cash and investments (484,900) (494,732)
$ 332,395 $ 234,799

Note C — Investments

Investments are stated at fair value and are summarized as of December 31 as follows:

2018 2017
Cost Market Cost Market

Mutual funds

Bonds and floating rate instruments $ 19,845 $ 18,783 $ 19594 $ 19,207

Emerging markets 29,411 29,010 26,933 32,406

International 26,056 19,642 28,541 29,378

Multi-sector 65,393 61,416 57,878 57,761
Certificate of deposit 3,475 3,475 3,468 3,468
Exchange-traded and closed-end funds 40,628 38,075 38,799 41,278
Money market funds 21,120 21,120 25,236 25,236
Common stocks 107,009 107,763 104,357 118,837

Total $ 312,937 $ 299,284 $ 304806 $ 327,571

15



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note C — Investments - Continued

Investment income consists of the following: 2018 2017
Interest and dividends $ 7514 $ 6,902
Realized gains 2,170 11,676
Unrealized (loss) gains, investments (33,889) 24,065
Unrealized (losses) gains , beneficial interest in trusts (3,299) 7,512
Investment fees (5,084) (4,062)

$ (32588) $ 46,003

The certificate of deposit accrued interest at the rate of approximately 0.1%, matured in
February 2019, and was pledged as collateral against future unemployment claims from
the Ohio Department of Jobs and Family Services.

Note D — Property and Equipment

Property and equipment consist of the following at December 31.:

2018 2017
Office equipment $ 30,579 $ 42141
Software 12,414 12,414
42,993 54,555
Less: accumulated depreciation (35,628) (39,720)

$ 7,365 $ 14835

Depreciation expense was $7,470 and $7,750 for 2018 and 2017, respectively.
Note E — Beneficial Interest in Trust

The Organization is a beneficiary of trusts held at the Cleveland Community Foundation
and the Community West Foundation. Both the Cleveland Foundation and Community
West Foundation exercise variance power over these funds. In accordance with ASC 958,
the Organization values these trusts at fair market value which it believes approximates the
present value of future expected cash flows.

16



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note F- Restrictions on Net Assets

Restrictions on net assets for the years ending December 31, 2018 and 2017 are as

follows:
2018 2017

Net assets consisting of $134,551 in cash,

$65,287 in pledge and grant receivables

and $13,210 of a beneficial interest in a

trust restricted for time and purpose:
Equipment $ 12,020 $ 15,123
Stay Well program 66,445 51,393
Food Rescue program 40,000 -
Hunger relief 94,583 30,977
Strategic plan 39,333

$ 213,048 $ 136,826

These amounts are recorded in the statements of financial position as follows:

2018 2017
Cash and cash equivalents $ 199,838 $ 122,690
Beneficial interest in trusts 13,210 14,136

$ 213,048 $ 136,826

Note G — Retirement Plan

In 2016, the Organization adopted a 401(k) plan. The Organization contributes annually to
each eligible employee’s account under the plan provisions. The Organization contributed

$10,683 and $10,539 to the plan in 2018 and 2017, respectively.

Note H — Leases

The Organization leases its office facilities on a month-to-month basis. Rent expense was

$42,385 and $29,065 for 2018 and 2017, respectively.

17



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note | — Special Events

The Organization conducts several fundraising events during the year. Revenues (included
in contributions, grants and special events on the statements of activities) and expenses
related to these events are as follows:

2018
Revenue Expense Net
Walk-a-thon $ 86,800 $ 25,984 $ 60,816
Holiday Party 113,857 33,419 80,438
All About the Bag 77,447 39,279 38,168
$ 278,104 $ 98,682 $ 179,422
2017
Revenue Expense Net
Walk-a-thon $ 99,195 $ 26,577 $ 72,618
Holiday Party 131,628 33,729 97,899
All About the Bag 91,884 51,077 40,807

$ 322,707 $ 111,383 $ 211324

Note J — Major Donors and Concentration of Credit Risk

The Organization derived approximately 41% and 47% of its cash support from one
funding source in 2018 and 2017, respectively, and approximately 30% and 31% of its non-
cash support from another funding source in 2018 and 2017, respectively. The loss of one
or both of these funding sources in the future could have a detrimental impact on the
Organization’s operations.

Financial instruments that potentially subject the Organization to concentrations of credit
risk consist primarily of cash deposits in excess of the Federal Deposit Insurance
Corporation insurance limitations. Uninsured cash balances at December 31, 2018 were
$112,057

Note K — Board Designated Reserves

The Board internally designates funds for a Cash Reserve to be used for emergencies and
a Mission Reserve for the future expansion of centers or programs. The Cash Reserve is
intended to be $250,000 and the Mission Reserve is intended to equal 20% of Hunger
Network of Greater Cleveland’s operating budget. The amount internally designated for
Mission Reserve at December 31, 2018 and 2017, was $234,900 and $244,732,
respectively. The amount internally designated for the Cash Reserve at December 31, 2018
and 2017 was $250,000.

18



Hunger Network of Greater Cleveland
Notes to the Financial Statements

Note K — Board Designated Reserves - Continued

These designated amounts are included in the statements of financial position as follows:

2018 2017
Cash and cash equivalents $ 189,090 $ 170,630
Investments 295,810 324,102

$ 484,900 $ 494,732

Note L — Subsequent Events

Management has evaluated subsequent events through September 10, 2019, the date the
financial statements were available to be issued.
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Hunger Network of Greater Cleveland
Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2018

Pass-through
Federal Grantor/Pass-through Grantor CFDA Identifying Federal
Program or Cluster Title Number Number Expenditures

U.S. Department of Agriculture/Food
and Nutrition Services
Ohio Department of Human Services/
Cleveland Food Bank
Emergency Food Assistance Program
Food Commodities 10.569 n/a $ 2,506,982

U.S. Department of Housing and Urban
Development/Office of Community
Planning and Development
City of Cleveland
Community Development Block Grant/
Entitlement Grants/Block Grant 14.218 n/a 3,353

U.S. Department of Homeland Security/
Emergency Food and Shelter National
Board Program 97.024 n/a 258,987

Total Expenditures of Federal Awards $ 2,769,322

See accompanying notes to schedule of expenditure of federal awards.
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Hunger Network of Greater Cleveland
Schedule of Expenditures of Federal Awards - Continued
For the Year Ended December 31, 2018

Note A — Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal
grant activity of the Hunger Network of Greater Cleveland under programs of the federal government
for the year ended December 31, 2018. The information in this Schedule is presented in accordance
with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Because the Schedule presents only a selected portion of the operations of the Hunger Network of
Greater Cleveland, it is not intended to and does not present the financial position, changes in net
assets, or cash flows of the Hunger Network of Greater Cleveland.

Note B — Summary of Significant Accounting Policies

1) 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.

(@) Pass-through entity identifying numbers are presented where applicable.

Note C — Food Distribution

Nonmonetary assistance is reported in the Schedule at the fair market value of the commodities

received and disbursed. For the year ended December 31, 2018, this amounted to $2,506,982 of food

provided by the U.S. Department of Agriculture.

Note D — Indirect Cost Rate

Hunger Network of Greater Cleveland has elected to use the ten percent de minimis indirect cost rate
as allowed under Uniform Guidance.
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Crum & Company

Certified Public Accountants

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

Board of Trustees
Hunger Network of Greater Cleveland

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 the
Hunger Network of Greater Cleveland (a nonprofit Organization), which comprise the statement
of financial position as of December 31, 2018, 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 September 10, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Hunger
Network of Greater Cleveland’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Hunger Network of Greater Cleveland’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the Hunger Network of Greater Cleveland’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. Given these limitations, during our audit
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we did not identify any deficiencies in internal control that we consider to be material weaknesses
or significant deficiencies. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hunger Network of Greater
Cleveland’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, non-
compliance with which could have a direct and material effect on the determination of financial
statement amounts. 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 non-compliance 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.

Crumv & Companvyy
Crum & Company
Akron, Ohio
September 10, 2019
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Certified Public Accountants

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 Trustees
Hunger Network of Greater Cleveland

Report on Compliance for Each Major Federal Program

We have audited the Hunger Network of Greater Cleveland’s 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 Hunger Network of Greater Cleveland’s major federal programs
for the year ended December 31, 2018. Hunger Network of Greater Cleveland’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Hunger Network of
Greater Cleveland’s major federal programs based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administration Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about the Hunger
Network of Greater Cleveland’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Hunger Network
of Greater Cleveland’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the Hunger Network of Greater Cleveland 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 December 31, 2018.

Report of Internal Control Over Compliance

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

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

Crumv & Companvyy

Crum & Company

Akron, Ohio
September 10, 2019
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Hunger Network of Greater Cleveland
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2018

Summary of Audit Results:

1.

The auditor’s report expresses an unmodified opinion on the financial statements of the
Hunger Network of Greater Cleveland.

No significant deficiencies or material weaknesses are reported.

No instances of non-compliance material to the financial statements of the Hunger
Network of Greater Cleveland, which would be required to be reported in accordance
with Government Auditing Standards, were disclosed during the audit.

No significant deficiencies on internal control over federal award programs were
disclosed during the audit as reported in the Report on Compliance for Each Major
Program and on Internal Control over Compliance required by the Uniform Guidance.

The auditor’s report on compliance for the major federal award programs expresses an
unmodified opinion on all major federal programs.

There were no audit findings that are required to be reported in accordance with
Government Auditing Standards.

The programs tested as major programs included:
Emergency Food Assistance Program — CFDA number 10.569

The threshold for distinguishing Types A and B programs was $750,000.

The Hunger Network of Greater Cleveland was determined to be a low risk auditee.
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