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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Encompass Community Services
Santa Cruz, California

Opinion

We have audited the accompanying financial statements of Encompass Community Services
(''Encompass''), which comprise the statement of financial position as of June 30, 2023, and the related
statements of activities, functional expenses, and cash flows for the year then ended and the related notes
to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Encompass Community Services as of June 30, 2023, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

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

Change in Accounting Principle

As discussed in Note 2 to the financial statements, Encompass adopted FASB Topic 842, Leases.  Our
opinion is not modified with respect to that matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, 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 Encompass Community Services's
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.
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Auditor's Responsibilities for the Audit of the Financial Statements

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

 Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

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

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

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal and state awards, as required by Title 2 U.S. Code
of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements.  The accompanying supplementary information shown on pages 36 - 52
for California Department of Education is presented for purposes of additional analysis and is not a
required part of the financial statements.  Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements.  The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America.  In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 14, 2023, on our consideration of Encompass's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters.  The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of Encompass's internal control over financial reporting or on compliance.  That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
Encompass's internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited Encompass Community Service's 2022 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated
December 14, 2023. In our opinion, the summarized comparative information presented herein as of and
for the year ended June 30, 2022, is consistent, in all material respects, with the audited  financial
statements from which it has been derived.

ArmaninoLLP

San Francisco, California

December 14, 2023
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Encompass Community Services
Statement of Financial Position

June 30, 2023
(With Comparative Totals for 2022)

2023 2022

ASSETS

Current assets
Cash $ 923,096 $ 1,182,572
Restricted cash and cash equivalents 14,488 575,641
Contracts and accounts receivable, net 2,741,547 2,868,102
Prepaid expenses 90,313 116,490
Deposits 113,020 102,838

Total current assets 3,882,464 4,845,643

Noncurrent assets
Operating lease right-of-use assets 2,584,887 -
Property and equipment, net 2,529,590 2,219,989

Total noncurrent assets 5,114,477 2,219,989

Total assets $ 8,996,941 $ 7,065,632

The accompanying notes are an integral part of these financial statements.
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Encompass Community Services
Statement of Financial Position

June 30, 2023
(With Comparative Totals for 2022)

2023 2022

LIABILITIES AND NET DEFICIT

Current liabilities
Accounts payable and accrued expenses $ 826,391 $ 549,812
Funds held for others 248,676 687,380
Deferred revenue 1,841,255 2,280,906
Accrued vacation 845,476 956,433
Accrued payroll and payroll related 559,578 779,062
Line of credit - 542,039
Note payable 29,759 28,594
Refundable advance 613,440 -
Current portion of lease liabilities 1,049,181 -

Total current liabilities 6,013,756 5,824,226

Long-term liabilities
Note payable, net of current portion 436,659 464,946
Note payable - other 875,000 1,312,500
Deferred revenue, net of current portion 1,162,685 107,872
Operating lease liabilities, net of current portion 1,559,360 -

Total long-term liabilities 4,033,704 1,885,318
Total liabilities 10,047,460 7,709,544

Net deficit
Without donor restrictions (1,163,087) (733,009)
With donor restrictions 112,568 89,097

Total net deficit (1,050,519) (643,912)

Total liabilities and net deficit $ 8,996,941 $ 7,065,632

The accompanying notes are an integral part of these financial statements.
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Encompass Community Services
Statement of Activities

For the Year Ended June 30, 2023
(With Comparative Totals for 2022)

Without
Donor

Restrictions
With Donor
Restrictions

2023
Total

2022
Total

Revenues, gains, and other support
Contributions $ 1,048,429 $ 173,471 $ 1,221,900 $ 311,810
Government grants 15,223,718 - 15,223,718 16,481,518
Client fees 980,790 - 980,790 958,176
Contract revenue 325,814 - 325,814 391,827
Fee-for-service contracts 13,558,702 - 13,558,702 11,423,202
In-kind contributions 217,436 - 217,436 208,542
Other revenue 448,605 - 448,605 449,668
Rental income 147,178 - 147,178 189,103
Interest income - - - 3
Net assets released from restriction 150,000 (150,000) - -

Total revenues, gains, and other support 32,100,672 23,471 32,124,143 30,413,849

Functional expenses
Program services 26,889,898 - 26,889,898 25,968,275
Support services

Management and general 5,624,422 - 5,624,422 5,322,556
Fundraising 16,430 - 16,430 11,922

Total support services 5,640,852 - 5,640,852 5,334,478
Total functional expenses 32,530,750 - 32,530,750 31,302,753

Change in net assets (430,078) 23,471 (406,607) (888,904)

Net assets (deficit), beginning of year (733,009) 89,097 (643,912) 244,992

Net assets (deficit), end of year $ (1,163,087) $ 112,568 $ (1,050,519) $ (643,912)

The accompanying notes are an integral part of these financial statements.
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Encompass Community Services
Statement of Functional Expenses
For the Year Ended June 30, 2023

(With Comparative Totals for 2022)

Program
Services

Management
and General Fundraising

2023
Total

2022
Total

Client support and care $ 1,719,962 $ 50,765 $ - $ 1,770,727 $ 1,751,702
Conferences and meetings 18,720 292 - 19,012 8,897
Consulting services 405,323 46,351 - 451,674 619,140
Depreciation - 118,646 - 118,646 220,688
Employee training 199,684 22,776 - 222,460 165,262
Employment agency fees 34,933 54,603 - 89,536 56,236
Equipment rental and

maintenance 72,723 10,751 - 83,474 70,599
Fundraising - - 16,430 16,430 11,922
Homeless loan expense - - - - 48
Insurance 152,114 18,717 - 170,831 125,334
Interest 2,235 187,176 - 189,411 38,191
Legal and accounting 29,948 175,258 - 205,206 113,159
Membership dues - 5,597 - 5,597 44,355
Miscellaneous 11,474 152,668 - 164,142 46,022
Payroll outsourcing fee - 114,107 - 114,107 100,203
Postage and delivery 11,107 28,773 - 39,880 51,513
Printing and copying 8,882 909 - 9,791 5,932
Publications 6,595 958 - 7,553 26,818
Recruitment 21,751 2,745 - 24,496 23,237
Rent 1,630,746 257,409 - 1,888,155 1,856,628
Repairs and maintenance 582,273 - - 582,273 881,664
Salaries and benefits 20,245,606 4,087,404 - 24,333,010 23,254,184
Small equipment and furniture 448,628 161,067 - 609,695 391,830
Supplies 213,164 12,629 - 225,793 242,048
Taxes and licenses 20,503 3,394 - 23,897 50,947
Telephone 330,801 65,863 - 396,664 417,943
Travel 73,917 1,757 - 75,674 52,384
Utilities 350,003 28,206 - 378,209 351,750
Vehicle expense 81,370 15,601 - 96,971 115,575
In-kind expense 217,436 - - 217,436 208,542

$ 26,889,898 $ 5,624,422 $ 16,430 $ 32,530,750 $ 31,302,753

The accompanying notes are an integral part of these financial statements.
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Encompass Community Services
Statement of Cash Flows

For the Year Ended June 30, 2023
(With Comparative Totals for 2022)

2023 2022

Cash flows from operating activities
Change in net assets $ (406,607) $ (888,904)
Adjustments to reconcile change in net assets to net cash

 provided by (used in) operating activities
Depreciation 118,646 220,688
Forgiveness of other note payable (437,500) (437,500)
Amortization of operating lease right-of-use assets 1,016,071 -
Changes in operating assets and liabilities

Contracts and accounts receivable 126,555 562,394
Prepaid expenses 26,177 (47,769)
Deposits (10,182) 79,238
Accounts payable and accrued expenses 276,579 (430,527)
Funds held for others (438,704) (1,219,640)
Refundable advance 613,440 -
Deferred revenue 615,162 1,510,121
Accrued payroll and payroll related (219,484) 15,775
Accrued vacation (110,957) 27,384
Lease liabilities (992,417) -

Net cash provided by (used in) operating activities 176,779 (608,740)

Cash flows from investing activities
Purchase of property and equipment (428,247) (209,880)

Net cash used in investing activities (428,247) (209,880)

Cash flows from financing activities
Payments on debt (27,122) (27,398)
Net borrowings (payments) on line of credit (542,039) (457,755)

Net cash used in financing activities (569,161) (485,153)

Net decrease in cash, cash equivalents and restricted cash (820,629) (1,303,773)

Cash, cash equivalents and restricted cash, beginning of year 1,758,213 3,061,986

Cash, cash equivalents and restricted cash, end of year $ 937,584 $ 1,758,213

Cash, cash equivalents and restricted cash consisted of the following:
Cash $ 923,096 $ 1,182,572
Restricted cash and cash equivalents 14,488 575,641

$ 937,584 $ 1,758,213

The accompanying notes are an integral part of these financial statements.
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Encompass Community Services
Statement of Cash Flows

For the Year Ended June 30, 2023
(With Comparative Totals for 2022)

2023 2022

Supplemental disclosure of cash flow information

Cash paid during the year for interest $ 101,911 $ 38,191

Supplemental schedule of noncash investing and financing activities

Acquisition of operating lease right-of-use assets in exchange
for lease liabilities $ 3,600,958 $ -

The accompanying notes are an integral part of these financial statements.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

1. ORGANIZATION

Nature of organization and operations 

Encompass Community Services ("Encompass") provides care and services annually to over
8,000 of Santa Cruz County's most vulnerable residents through over 30 distinct programs of
various type and size in locations throughout the county. Services are provided in residential,
outpatient, community, school and home settings. Primary population groups include children,
families, teen youths transitioning to adulthood, single adults, and parenting adults. Sub-
populations of focus include low-income families preparing children for success in school; adults
and transitional age youth experiencing homelessness; and individuals with mental health
disorders, substance use disorders and co-occurring disorders of varying severity; as well as both
adults and youth involved in the criminal justice system.

Mission statement

"Encompass Community Services believes that health isn't just something we get at the doctor's
office; it starts in our families, in our schools and workplaces, in our neighborhoods. We address
the conditions in which people in our community live so that everyone has the benefit of a long,
healthy life."

Encompass service areas

Child and Family Development -  Includes Head Start and Early Head Start Programs, State Pre-
Kindergarten Programs, and IMPACT. Head Start promotes the school readiness of young
children from low-income families throughout Santa Cruz County. Head Start and Early Head
Start Programs support the comprehensive development of children from birth to age five, in
centers, childcare partner locations, and in their own homes. Head Start services include early
learning, health, and family well-being.

Integrated Behavioral Health - Adult: Includes Adult Outpatient Substance Use Disorder
Programs for Adults – Alto North and South, ReTurn project and START; Residential Mental
Health and Substance Use Disorder Programs for Adults – El Dorado, Telos, Casa Pacific,
Second Story, Santa Cruz Residential Recovery, Si Se Puede; River Street Shelter, and
Medication Assisted Treatment.

Integrated Behavioral Health - Youth and Families: Includes Youth Services Counseling,
Adolescent Substance Use Disorder Programs, Families Together, PAPAS, FUERTE,
Therapeutic Behavioral Services, Tyler House, Transition Age Youth ("TAY"), and Project
Bright Star.

Health and Housing - Includes 4 Sober Living Residences, Santa Cruz AIDS Project ("SCAP"),
Housing for Health, Supportive Housing, Downtown Outreach, and Payee Services.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

1. ORGANIZATION (continued)

Administrative Services - Includes Executive Leadership; Operations – Fiscal and Accounting
Services, Information Technology, Performance Data Management, and Human Resources;
Workplace – Property Services and Facility Maintenance; Impact – Community Impact and
Growth; Quality – Clinical QA and Compliance Oversight, Accreditation, Training and
Professional Development, including Evidence Based Practice support.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with the generally accepted accounting principles of the United States of America
("U.S. GAAP").

Net assets and changes therein are classified as follows:

 Net assets without donor restrictions - net assets that are not subject to donor-imposed
restrictions and may be expended to support Encompass operations.

 Net assets with donor restrictions - net assets subject to stipulations imposed by donors and
grantors. These include those assets which are subject to a contributor's restriction and for
which the applicable restriction was not yet satisfied as of the end of the current reporting
period. When restrictions are satisfied in the same accounting period as the receipt of the
contribution, Encompass reports both the revenue and related expense in the net assets without
donor restrictions class.

Revenues are reported as increases in net assets without donor restrictions unless use of the
related assets is limited by donor-imposed restrictions.  Expenses are reported as decreases in net
assets without donor restrictions.  Gains and losses on assets and liabilities are reported as
increases or decreases in net assets without donor restrictions unless their use is restricted by
explicit donor restriction or by law.  Expirations of restrictions on net assets (i.e., the donor-
stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are reported as
net assets released from restrictions.

Change in accounting principle

In February 2016, the Financial Accounting Standards Board ("FASB") issued Accounting
Standards Codification ("ASC") 842, Leases, to increase transparency and comparability among
organizations by requiring the recognition of right-of-use ("ROU") assets and lease liabilities on
the statements of financial position. Most prominent among the changes in the standard is the
recognition of ROU assets and lease liabilities by lessees for those leases classified as operating
leases. Under the standard, disclosures are required to meet the objective of enabling users of
financial statements to assess the amount, timing, and uncertainty of cash flows arising from
leases.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Change in accounting principle (continued)

Encompass adopted the standard effective July 1, 2022 and recognized and measured leases
existing at, or entered into after, July 1, 2022 with certain practical expedients available. Lease
disclosures for the year ended June 30, 2022 are made under prior lease guidance in FASB ASC
840.

Encompass elected the available practical expedients to account for existing capital leases and
operating leases as finance leases and operating leases, respectively, under the new guidance,
without reassessing (a) whether the contracts contain leases under the new standard, (b) whether
classification of capital leases or operating leases would be different in accordance with the new
guidance, or (c) whether the unamortized initial direct costs before transition adjustments would
have met the definition of initial direct costs in the new guidance at lease commencement.

As a result of the adoption of the new lease accounting guidance, Encompass recognized on July
1, 2022, an initial lease liability of $3,600,958, which represents the present value of the
remaining operating lease payments discounted using risk free rates ranging from 2.84% to
4.14%, and a right-of-use asset of $3,600,958, which represents the present value of the operating
lease liability. 

The standard impacted  Encompass's statement of financial position as of June 30, 2023, but did
not have a material impact on the Organization's statement of activities, nor statement of cash
flows for the year then ended. The most significant impact was the recognition of ROU assets and
lease liabilities for operating leases on the statement of financial position as of June 30, 2023.

Cash, cash equivalents, and restricted cash

Cash and cash equivalents consist of cash on hand and highly liquid investments with original or
remaining maturities of three months or less at the time of purchase. Encompass maintains three
checking accounts. One bank account is used for maintaining restricted client funds, which are
further disclosed in Note 3 to the financial statements. Financial accounts at the institution are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Encompass entered
into an agreement with the bank to designate funds up to $200,000 as collateralized public funds
in order to insure advances of federal funds. Funds in excess of $200,000 are automatically
transferred to and withdrawn from a business sweep account.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Short-term investments

Short-term investments in marketable securities with readily determinable fair values and all
investments in debt securities are reported at their fair values in the statement of financial
position. Unrealized gains and losses are included in the change in net assets. Investment income
and gains restricted by a donor are reported as increases in net assets without donor restrictions if
the restrictions are met (either by passage of time or by use) in the reporting period in which the
income and gains are recognized. Short-term investments consist of investments with original
maturities of twelve months or less. The business sweep account funds are invested in Dreyfus
Treasury Prime Money Market Fund. This account is not federally insured. As of June 30, 2023
and 2022, there were no funds invested in these securities.

Fair value measurements

Generally accepted accounting principles provide guidance on how fair value should be
determined when financial statement elements are required to be measured at fair value.  Fair
value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. Encompass determines
the fair values of its assets and liabilities based on a fair value hierarchy that includes three levels
of inputs that may be used to measure fair value (Level 1, Level 2, and Level 3). The following
methods and assumptions were used to estimated fair value of financial instruments:

 Level 1 – Inputs are quoted market prices (unadjusted) in active markets for identical assets or
liabilities that Encompass has the ability to access at the measurement date. An  active market
is a market in which transaction occur with sufficient frequency and volume to provide pricing
information on an ongoing basis.

 Level 2 – Inputs other than quoted prices within Level 1 that are observable for the asset or
liability, either directly or indirectly.

 Level 3 – Inputs are unobservable for the asset or liability. Unobservable inputs reflect
Encompass' own assumptions about the assumptions market participants would use in pricing
the asset or liability (including assumptions about the risk). Unobservable inputs are
developed based on the best information available in the circumstance and may include
Encompass' own data.

Contract and accounts receivable, net

Accounts receivable are presented using the allowance method. Encompass reviews the
allowance for doubtful accounts based on historical experience and evaluation of outstanding
receivables at the end of the year. As of June 30, 2023 and 2022 ,  the allowance for doubtful
accounts amounted to $223,072 and $231,625, respectively. 
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment

Property and equipment acquired by Encompass are considered owned by Encompass. However,
county, state, and federal funding sources may maintain equitable interest in certain property
purchased with grant monies, as well as the right to determine the use of any proceeds from the
sale of these assets. 

Encompass follows the practice of capitalizing, at cost, all expenditures of property and
equipment in excess of $5,000. Depreciation is computed on a straight-line basis over the useful
lives of the assets, generally as follows:

Depreciation and amortization of property and equipment is computed using the straight-line
method over the following estimated useful lives:

Building and leasehold improvements 5 - 30 years
Furniture and fixtures 3 - 5 years
Vehicles 3 - 10 years

Leases

Encompass leases properties under operating leases. Encompass determines if an arrangement is a
lease at inception. Operating  leases are included in right-of-use (ROU) assets and lease liabilities
on the statements of financial position. 

ROU assets represent Encompass's right to use an underlying asset for the lease term and lease
liabilities represent Encompass's obligation to make lease payments arising from the lease.
Operating lease ROU assets and liabilities are recognized at the commencement date based on the
present value of lease payments over the lease term. As Encompass's leases do not provide an
implicit rate, Encompass uses a risk-free rate based on the information available at the
commencement date in determining the present value of lease payments. Lease expense for lease
payments is recognized on a straight-line basis over the lease term.

Encompass's lease agreements do not contain any material residual value guarantees or material
restrictive covenants. 

Encompass has elected not to recognize right-of-use assets and lease liabilities for short-term
leases and instead records them in a manner similar to operating leases under legacy leasing
guidelines. A short-term lease is one with a maximum lease term of 12 months or fewer and does
not include a purchase option that the lessee is reasonably certain to exercise. Encompass has
short-term leases for various properties. 
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accrued vacation

Encompass's personnel policies provide for vacation leave benefits, which are earned at various
rates dependent on length of employment. Upon termination, employees are paid for any unused
vacation hours. 

Revenue recognition

Encompass recognizes support and revenue on the accrual basis of accounting. Revenues from
exchange transactions are recognized following the core principle that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. 

 Revenue from fee-for-service contracts and client fees are recognized as the services are
provided and conditions are met.

 Government grants and contracts - A portion of Encompass's revenues is derived from cost-
reimbursable government grants and contracts, which are conditioned upon certain
performance requirements and/ or the incurrence of allowable qualifying expenses. Amounts
received are recognized as revenue when Encompass has incurred expenditures in compliance
with specific contract or grant provisions. Amounts received prior to incurring qualifying
expenditures are reported as refundable advances in the statement of financial position.
Encompass has been awarded cost-reimbursable grants of approximately $3,607,000 that have
not been recognized at June 30, 2023 because qualifying expenditures have not yet been
incurred.

Government loans with contingent forgiveness clauses are accounted for as contribution
revenue.

 Contributions - Contributions and certain grants are recognized when the donor makes a
promise to give to the Organization that is, in substance, unconditional.  Conditional promises
to give are recognized only when they become unconditional; that is when the barrier has been
overcome and right of release/right of return no longer exists.

 Donated goods and services - Donated goods and services are recorded as in-kind
contributions at their estimated fair value as of the date of donation. 

 Rental income - Rental income includes rent received from clients at various housing facilities
and is recognized as the rental income is earned in accordance with lease accounting
standards.

The Organization records payments received in advance of the revenue recognition criteria as
deferred revenue. The deferred revenue balance at  June 30, 2023 and 2022 was $3,003,940 and
$2,388,778, respectively.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Indirect cost rate

Encompass charges an indirect cost rate based on actual direct costs, less unallowable expenses as
required by the Department of Health and Human Services. For the years ended June 30, 2023
and 2022, the provisional indirect cost rate was calculated and charged to contracts at 14.5%.

Income tax status

Encompass is a qualified organization exempt from Federal income and California franchise taxes
under the provisions of Sections 501(c)(3) of the Internal Revenue Code and 23701d of the
California Revenue and Taxation Code, respectively.  Encompass recognizes the effect of income
tax positions only if those positions are more likely than not of being sustained, and changes in
recognition or measurement are reflected in the period in which the change in judgment occurs.
Encompass has evaluated its current tax positions and has concluded that as of June 30, 2023 and
2022, it does not have any significant uncertain tax positions for which a reserve would be
necessary.

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP 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 revenue and expense during the reporting period. Actual results could differ
from those estimates.

Functional expenses

Directly identifiable expenses are charged to program services. Certain categories of expenses are
attributable to program services or supporting services administration and are allocated on a
reasonable basis that is consistently applied. The major expenses that are allocated are salaries
and consulting services, which are allocated on the basis of estimates of time and rent, which is
allocated on the basis of square footage.

3. FUNDS HELD FOR OTHERS

Encompass contracts with the County of Santa Cruz to serve as representative payee for up to 315
clients. As of June 30, 2023 and 2022 , cash and cash equivalents and short-term investments
included $14,488 and $575,641, respectively, which were also recorded as payables since these
monies are for client funds, primarily consisting of Social Security benefits. Such amounts are not
assets owned by or contributed to Encompass.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

4. CONTRACTS AND ACCOUNTS RECEIVABLE, NET

Contracts and accounts receivable, net consisted of the following:

2023 2022

Contracts and accounts receivable $ 2,964,619 $ 3,099,727
Less: allowance for doubtful accounts (223,072) (231,625)

$ 2,741,547 $ 2,868,102

As of June 30, 2023, three funders accounted for 61% of total accounts receivable.  As of June
30, 2022,  two funders accounted for 37% of total accounts receivable. 

5. DEPOSITS

Deposits consisted of the following:

2023 2022

Prepaid worker's compensation $ 27,016 $ 11,435
Security deposits 86,004 91,403

$ 113,020 $ 102,838

6. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

2023 2022

Land $ 1,103,828 $ 1,103,828
Building 2,871,663 2,871,663
Vehicles, furniture, and equipment 1,111,646 1,084,745
Leasehold improvements 1,686,745 1,686,745
Construction in progress 787,694 386,349

7,561,576 7,133,330
Accumulated depreciation (5,031,986) (4,913,341)

$ 2,529,590 $ 2,219,989
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

7. DEFERRED REVENUE

Deferred revenue consists of the following:

Balance, beginning of year $ 2,388,778

Revenue recognized (21,082,742)
Cash advances 21,697,904

Balance, end of year $ 3,003,940

8. LINE OF CREDIT

Encompass has a line of credit with Santa Cruz County Bank that provides for borrowings up to
$1,000,000. The line accrues interest at 10% and extends through June 1, 2024. There are no
financial covenants on the line of credit. There was no line of credit balance as of June 30, 2023
and the balance on the line of credit at June 30, 2022 amounted to $542,039. 

9. NOTE PAYABLE

On October 1, 2020, Encompass entered into a $538,654 fixed rate note payable with an
individual for the purchase of property. The note bears interest at 4% and matures in October
2035.

The future maturities of the note payable are as follows:

Year ending June 30,

2024 $ 29,759
2025 30,972
2026 32,233
2027 33,547
2028 34,913

Thereafter 304,994
466,418

Current portion (29,759)

$ 436,659
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

10. NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consisted of the following:

2023 2022

Contributions from foundations for program support $ 112,568 $ 89,097

Net assets with donor restrictions released from restriction during the year were as follows:

2023 2022

Program support $ 150,000 $ -

11. GRANTOR OR DONOR RESTRICTIONS

Financial awards from federal, state and local government entities in the form of grants and
contracts are subject to special audits. Such audits could result in claims against Encompass for
disallowed costs or noncompliance with grantor restrictions. No provision has been made for any
liabilities that may arise from such audits since the amounts, if any, cannot be determined at this
date. 

12. DEFINED CONTRIBUTION PLAN

Union employees working for the Head Start program are eligible to contribute to a 403(b)
pension plan. During the fiscal year, Encompass matched employee contributions up to $900
under a union bargaining agreement. For the years ended June 30, 2023 and 2022 , Encompass
provided a total match of $20,271 and $16,845, respectively.

13. IN-KIND CONTRIBUTIONS 

In-kind contributions are reported as contributions at their estimated fair value on the date of
receipt. Encompass's in-kind contributions are primarily comprised of donated rent, goods, and
services. The valuation is based on the amounts provided by the donors and analysis of the fair
value of similar goods and services.

In-kind contributions for the year ended June 30, 2023 consisted of the following:

Rent reductions $ 161,596
Donated goods 13,375
Services 42,465

$ 217,436
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

14. NON-FEDERAL MATCH

The Head Start program is required to match 20% of all federal funding unless a waiver is
granted by Head Start for a lesser amount. Waivers were granted for the contract periods ended
October 31, 2023 and 2022, reducing the required match to 6.05% and 6.99%, respectively. The
match was $1,106,010 and $1,218,991 for the years ended June 30, 2023 and 2022, respectively. 

15. LEASES

Encompass leases a childcare center in Watsonville, California. The current monthly payment is
$3,263 and is subject to annual consumer price index adjustments. The lease terminates in 2043.
Encompass subleases a portion of the property for $1,477 per month, subject to annual consumer
price index adjustments.

Encompass also leases various properties under operating leases with various maturity dates
through April 2036. The leases call for monthly payments up to approximately $30,000, with
certain leases subject to annual adjustments based on the consumer price index and other factors.

Additional information related to leases is as follows:

Operating cash flows from operating
leases $1,614,325

Operating lease cost $1,391,279
Weighted average remaining lease term 7.4 years
Weighted average discount rate 2.94%

The scheduled minimum lease payments under the lease terms are as follows:

Year ending June 30,

2024 $ 1,049,181
2025 651,123
2026 525,307
2027 39,156
2028 39,156

Thereafter 577,551
2,881,474

Less: debt discount (272,932)

$ 2,608,542
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

16. RELATED PARTIES

Encompass receives management fees from five separate non-profit corporations that were
sponsored by Encompass. Total management fees received for the years ended June 30, 2023 and
2022 totaled $325,794 and $355,476, respectively. These amounts are included in contract
revenue on the statement of activities.

17. CONTINGENCIES

Legal matters

Encompass was named as a defendant in three separate wage and hour lawsuits (August 30, 2021,
November 16, 2021, and November 17, 2022) for violations occurring during 2019 to 2021.
Encompass maintains the position that no violations have occurred and plans to vehemently
defend this position. It’s seeking to consolidate and resolve the lawsuits by way of settlement.
Encompass is unable to estimate a reasonable range at this time due to uncertainty of facts being
asserted in the cause of action and no amounts have been reflected in the financial statements.

Other contingencies

Encompass engages in various transactions with CFSC, Inc. ("CFSC)"), a non-profit corporation
originally formed for the purpose of providing services for the benefit of Encompass. CFSC has
its own board of directors. Encompass rents real property from CFSC for operating its programs.
The leases are renewed annually.  In prior years, Encompass received unsecured demand loans
from CFSC totaling $1,750,000.  The balance of the loans at  June 30, 2023 and 2022 amounted
to  $875,000 and $1,312,500, respectively. As part of a settlement agreement between Encompass
and CFSC, the loan balance and accrued interest are subject to forgiveness if certain conditions
are met. Provided that the conditions are satisfied, then commencing on January 1, 2022, and on
January 1 of each year thereafter, CFSC will forgive 25% of the loan balance until January 1,
2026, at which point the accrued interest will also be forgiven.  For the year ended June 30, 2023,
Encompass recognized $437,500 of loan forgiveness and included the amount in other revenue on
the statement of activities.

18. LIQUIDITY AND FUNDS AVAILABLE

As part of Encompass's liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities and other obligations come due.  Encompass
regularly monitors liquidity in order to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. Encompass
has various sources of liquidity available, including cash and accounts receivable. In addition,
Encompass has access to a $1,000,000 line of credit that Encompass can draw upon for additional
liquidity needs.

For purposes of analyzing resources available to meet general expenditures over a 12-month
period, Encompass considers all expenditures related to its ongoing activities, as well as the
conduct of services undertaken to support those activities, to be general expenditures.
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Encompass Community Services
Notes to Financial Statements

June 30, 2023
(With Comparative Totals for 2022)

18. LIQUIDITY AND FUNDS AVAILABLE (continued)

In addition to financial assets available to meet general expenditures over the next 12 months,
Encompass operates with a balanced budget and anticipates collecting sufficient revenue to cover
general expenditures. 

The following is a quantitative disclosure which describes financial assets that are available as of
June 30, 2023 to fund general expenditures and other obligations as they become due within one
year:

Financial assets:
Cash $ 923,096
Contracts and accounts receivable, net 2,741,547

3,664,643
Net assets with donor restrictions (112,568)

$ 3,552,075

19. SUBSEQUENT EVENTS

Encompass has evaluated subsequent events for recognition and disclosure through December 14,
2023, the date which these financial statements were available to be issued. As of December 14,
2023, Encompass has been awarded contracts totaling  $24.5M with various government and
private agencies to provides services through the next fiscal year.  

Management concluded that no other material subsequent events have occurred since June 30,
2023 that require recognition or disclosure in the financial statements.
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SINGLE AUDIT REPORTS AND SCHEDULES



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 Trustees
Encompass Community Services
Santa Cruz, California

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 Encompass
Community Services (''Encompass''), which comprise the statement of financial position as of June 30,
2023, 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 December 14,
2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Encompass'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 Encompass's internal control.
Accordingly, we do not express an opinion on the effectiveness of Encompass's internal control. 

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies.

Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses.  However, material weaknesses or significant deficiencies may exist
that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Encompass's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements.  However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion.  

The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of Encompass's internal
control or on compliance.  This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Encompass's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

ArmaninoLLP

San Francisco, California

December 14, 2023
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

THE UNIFORM GUIDANCE

To the Board of Trustees
Encompass Community Services
Santa Cruz, California

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Encompass Community Services (''Encompass'')'s compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on each of Encompass's major federal programs for the year ended
June 30, 2023.  Encompass's major federal programs are identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs.

In our opinion, Encompass 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 June 30, 2023. 

Basis for Opinion on Each Major Federal Program

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

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

Responsibilities of Management for Compliance

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

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

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

 Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis.  A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.  A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the
Auditor's Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weakness or significant
deficiencies in internal control over compliance.  Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.  However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

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

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

ArmaninoLLP

San Francisco, California

December 14, 2023
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Encompass Community Services
Schedule of Expenditures of Federal and State Awards

For the Year Ended June 30, 2023

Federal Grantor/Pass-Through Grantor/
Assistance

Listing

Pass-Through
Entity

Identifying  Total 
Program or Cluster Title Number Number Expenditures

Expenditures of Federal Awards

U.S. Department of Health and Human Services
Direct awards

Head Start/ Early Head Start 93.600 N/A $ 8,223,057
Families First COVID Response Act, Federal Head Start CRRSA,

Head Start COVID-19, MAT CRRSAA 93.044 N/A 140,636
8,363,693

Pass-through program from:
Santa Cruz County Health Services

Block Grants for Prevention and Treatment of Substance Abuse 93.959
0100-01, 0100-

02 50,845
Ryan White 93.153 33,579

84,424

Total U.S. Department of Health and Human Services 8,448,117

U.S. Department of Housing and Urban Development
Direct awards

Freedom Cottages HUD CoC 14.267 N/A 140,960
Youth Homelessness Demonstration Program 14.276 N/A 241,464
Specialized Housing and Services for Victims of Human Trafficking 14.279 N/A 3,730
Specialized Housing and Services for Victims of Human Trafficking 14.282 N/A 3,618
Specialized Housing and Services for Victims of Human Trafficking 14.285 N/A 9,362

399,134
Pass-through program from:

CA Department of Public Health
Housing Opportunities for Persons with Aids 14.241 19-10511 143,237

Santa Cruz County Planning Department
Housing Authority of Santa Cruz County

New Roots HUD 14.267 2018-2020 6,320
149,557

Total U.S. Department of Housing and Urban Development 548,691

U.S. Department of Justice
Direct awards
Pass-through program from:

CA Office of Emergency Services
Crime Victim Assistance 16.575 K119021318 260,708

Total U.S. Department of Justice 260,708

The accompanying notes to the Schedule of Expenditures of Federal and State Awards
are an integral part of this schedule.
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Encompass Community Services
Schedule of Expenditures of Federal and State Awards

For the Year Ended June 30, 2023

Federal Grantor/Pass-Through Grantor/
Assistance

Listing

Pass-Through
Entity

Identifying  Total 
Program or Cluster Title Number Number Expenditures

U.S. Department of Agriculture
Pass-through program from:

CA Department of Education

Child and Adult Food Care Program 10.558
04563-CACFP-

44-NP-CS 198,211

Total U.S. Department of Agriculture 198,211

Total Expenditures of Federal Awards 9,455,727

Expenditures of State Awards

State of California
California Department of Education

Child Development Program CSPP-8501 629,176
Child Development Program CPKS-9529 18,143

Total California Department of Education 647,319

Total Expenditures of State Awards 647,319

Total Expenditures of Federal and State Awards $ 10,103,046

The accompanying notes to the Schedule of Expenditures of Federal and State Awards
are an integral part of this schedule.
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Encompass Community Services
Notes to Schedule of Expenditures of Federal and State Awards

June 30, 2023

1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal and state awards (the "Schedule") includes
the federal and state award activity of Encompass Community Services ("Encompass") under
programs of the federal government and State of California for the year ended June 30, 2023. 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) and the California Department
of Education.  Because the Schedule presents only a selected portion of the operations of the
Encompass, it is not intended to and does not present the financial position, changes in net assets,
or cash flows of the Encompass.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or limited as to reimbursement.  Pass-
through entity identifying numbers are presented where available and applicable.

3. INDIRECT COST RATE

Encompass has elected to not use the 10% de minimis indirect cost rate for federal awards.
Encompass applies indirect costs in accordance with the specific terms of its specific award
agreements. 
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Encompass Community Services
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2023

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? No

Significant deficiency(ies) identified that are not considered to
be material weaknesses? None reported

Noncompliance material to financial statements noted? No

Federal Awards

Internal control over major programs:

Material weakness(es) identified? No

Significant deficiency(ies) identified that are not considered to
be material weaknesses? None reported

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

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

Identification of major programs:

Name of Federal Program or Cluster Assistance Listing Number

Head Start/ Early Head Start 93.600

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

Auditee qualified as low-risk auditee? Yes
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Encompass Community Services
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2023

SECTION II - SUMMARY OF FINANCIAL STATEMENT FINDINGS

There are no financial statement findings to be reported.

SECTION III - SUMMARY OF FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There are no federal award findings to be reported.
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Encompass Community Services
Summary Schedule of Prior Audit Findings

For the Year Ended June 30, 2023

There were no prior year findings.
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SUPPORTING SCHEDULES REQUIRED BY THE CALIFORNIA DEPARTMENT OF EDUCATION



Encompass Community Services
General Information

For the Year Ended June 30, 2022

Center Name Encompass Community Services

Contract Numbers CSPP-2565
CPKS-2093

Project Number 44-K447-00-9

Type of Agency Private Nonprofit Corporation

Address
380 Encinal Street, Suite 200
Santa Cruz, California 95060

Name of Executive Director Monica Martinez

Audit Period July 1, 2022 through June 30, 2023

Number of Operations Days of Agency 175
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Encompass Community Services
Combining Statement of Activities
For the Year Ended June 30, 2023

CSPP-2565
CPKS-2093 Supplement

State Pre-K State Pre-K Santa Cruz County Total
State Pre-K CACFP CPKS Office Of Education Head Start CDE Non-CDE

CSPP Program Reimbursable Support QRIS Program Programs Programs Total
Revenue and Support:
     CDE contracts (costs reimbursement) 693,497$           -$                          17,500$       24,900$                  -$                735,897$       -$                 735,897$       
     CDE child care food program (cost reimbursement) -                         25,336                  -                  -                              -                  25,336           -                   25,336           
     Head start income -                         -                            -                  -                              127,350       127,350         -                   127,350         
     Interest -                         -                            -                  -                              -                  -                    -                   -                    
     Contributions -                         -                            -                  -                              -                  -                    1,221,900    1,221,900      
     Cost reimbursement contracts -                         -                            -                  -                              -                  -                    14,335,135  14,335,135    
     Fee for service contracts -                         -                            -                  -                              -                  -                    13,558,702  13,558,702    
     Client fees -                         -                            -                  -                              -                  -                    980,790       980,790         
     Contracts -                         -                            -                  -                              -                  -                    325,814       325,814         
     Rents -                         -                            -                  -                              -                  -                    147,178       147,178         
     In-kind -                         -                            -                  -                              -                  -                    217,436       217,436         
     Other -                         -                            -                  -                              -                  -                    448,605       448,605         
            Total revenue and support 693,497             25,336                  17,500         24,900                    127,350       888,583         31,235,560  32,124,143    

Expenses:
     Salaries 271,512             -                            11,057         77                           -                  282,646         19,632,846  19,915,492    
     Employee benefits 60,451               -                            2,057           9                             -                  62,517           4,355,001    4,417,518      
     Books and supplies 44,043               2,587                    89                22,550                    12,209         81,478           144,315       225,793         
     Services and other operating expenses 131,361             19,659                  2,707           1                             99,132         252,860         7,600,441    7,853,301      
     Depreciation -                         -                            -                  -                              -                  -                    118,646       118,646         
     Indirect costs 50,737               3,226                    1,590           2,263                      16,145         73,961           (73,961)        -                    
            Total expenses 558,104             25,472                  17,500         24,900                    127,486       753,462         31,777,288  32,530,750    

            Change in net assets 135,393$           (136)$                    -$                -$                            (136)$          135,121$       (541,728)$    (406,607)$     

CSPP-2565
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Encompass Community Services
Schedule of Expenditures by State Categories

For the Year Ended June 30, 2023

State Pre-K Total
CACFP CDE

CSPP-2565 CPKS-2093 Reimbursable QRIS Programs
Direct payments to providers:
     1000 Certificated salaries 126,768$         1,177$            -$                     -$                             127,945$       
     2000 Classified salaries 139,042           9,778              -                       77                            148,897         
     3000 Employee benefits 60,451             2,057              -                       9                              62,517           
     4000 Books and supplies 44,043             89                   2,587               22,550                     69,269           
     5000 Other operating 137,063           2,809              19,659             1                              159,532         
     6100/6200 Other approved capital outlay -                       -                     -                       -                               -                     
     6400 New Equipment -                       -                     -                       -                               -                     
     6500 Equipment replacement -                       -                     -                       -                               -                     
     Depreciation on assets not purchased with public funds -                       -                     -                       -                               -                     
     Start-up expenses - service level exemption -                       -                     -                       -                               -                     
     Indirect costs 50,737             1,590              3,226               2,263                       57,816           
            Total expenses claimed for reimbursements 558,104           17,500            25,472             24,900                     625,976         
            Total supplemental expenses -                       -                     -                       -                               -                     
            Total expenditures 558,104$         17,500$          25,472$           24,900$                   625,976$       
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Encompass Community Services
Schedule of Reimbursable Administrative Costs by Categories

For the Year Ended June 30, 2023

CSPP-2565 CPKS-2093 Total

Administrative salaries - office 7,652$           7,736$          15,388$        
Supervisor salaries - office 5,064             8,650            13,714          
Employee benefits -                     -                   -                    
Workers compensation 198                76                 274               
Payroll taxes 2,138             862               3,000            
Office supplies 63                  -                   63                 
Telephone 383                -                   383               
Occupancy 7,492             -                   7,492            
Equipment rental/maintenance 69                  35                 104               
Printing/copying 44                  -                   44                 
Travel 93                  -                   93                 
Indirect costs 9,874             311               10,185          
           Total administrative costs 33,070$         17,670$        50,740$        
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Encompass Community Services
Schedule of Reimbursable Renovation and Repair Expenditures

For the Year Ended June 30, 2023

CSPP-2565 CPKS-2093

Unit cost under $10,000 item -$                  -$                    
Unit cost over $10,000 with approval -                    -                      
Unit cost over $10,000 without approval -                    -                      
            Total renovation and repair expenditures -$                  -$                    
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Encompass Community Services
Schedule of Reimbursable Equipment Expenditures

For the Year Ended June 30, 2022

Total

Total expenditures by state categories $ - $ -
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Encompass Community Services
Notes to Child Care and Development Programs Supplemental Information

For the Year Ended June 30, 2023

1. INTEREST EXPENSE

Interest expense is only allowable as a reimbursable cost in certain circumstances when it has
been preapproved by the administering state department or relates to the lease purchase,
acquisition, or repair or renovation of early learning and care facilities owned or leased by the
contractor.  No interest expense was claimed to a child development contract for the year ended
June 30, 2023.

2. RELATED PARTY RENT

All expenses claimed for reimbursement under a related party rent transaction must be supported
by a fair market rental estimate from an independent appraiser, licensed by the California Office
of Real Estate Appraisers. No related party rent expense was claimed to a child development
contract for the year ended June 30, 2023.

3. BAD DEBT EXPENSE

Bad debt expense is unallowable unless it relates to uncollected family fees where documentation
of adequate collection attempts exists. No bad debt expense was claimed to a child development
contract for the year ended June 30, 2023.
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Contractor Name: 

California Department of Education  
Audited Enrollment,  Attendance and  Fiscal  
Report for  California State Preschool Program  

Contract  Number:  
Fiscal Year Ended:  June 30, 2023  

Vendor Code: 

Section 1  –  Number of Counties Where Services are Provided  

Number  of counties  where the agency provided services to certified children ( Form 1):  
Number  of counties  where the agency provided mental health consultation services to certified children  (Form 2):  
Number  of counties  where  the agency provided services to non-certified children  (Form 3):  
Number  of counties  where the agency provided mental health consultation services to non-certified children  (Form 4):  
Total enrollment and attendance forms to attach:  
Note: For each of the above categories, submit one form for each service county. 

Section  2 –  Days  of Enrollment, Attendance and Operation  

Enrollment and Attendance Form Summary 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit 

Adjustments 

Column C 
Cumulative FY 

per Audit 

Column D 
Adjusted Days 

per Audit 

Total Certified Days of Enrollment 

Total Certified Days of Enrollment with Mental Health 
Consultation Services 

Days of Attendance (including MHCS) N/A 

Total Non-Certified Days of Enrollment 

Total Non-Certified Days of Enrollment with Mental 
Health Consultation Services 

Days of Operation 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit 

Adjustments 

Column C 
Cumulative FY 

per Audit 

Column D 
Adjusted Days 

per Audit 

Days of Operation N/A 

AUD 8501 Page 1 of 6 Audit Report Page 



   

   

    
 

  
 

   
 

    

     

    

    

    

 
  

 
  

 
 

 
    

 
     

 
  

 
   

 
      

 
    

    

     

    

     

  

Contractor Name: Contract Number: 

Section  3  –  Revenue  
Restricted Income Column A – Cumulative FY 

per CPARIS 
Column B – Audit 

Adjustments 
Column C – Cumulative FY 

per Audit 
Child Nutrition Programs 

County Maintenance of Effort (EC Section 8260) 

Other: 

Other: 

TOTAL RESTRICTED INCOME 

Transfer from Reserve Column A – Cumulative FY 
per CPARIS 

Column B – Audit 
Adjustments 

Column C – Cumulative FY 
per Audit 

Transfer from Preschool Reserve Account 

Other Income Column A – Cumulative FY 
per CPARIS 

Column B – Audit 
Adjustments 

Column C – Cumulative FY 
per Audit 

Waived Family Fees for Certified Children 
Interest Earned on Child Development Apportionment 
Payments 
Unrestricted Income: Fees for Non-Certified Children 

Unrestricted Income: Head Start 

Other: 

Other: 

AUD 8501 Page 2 of 6 Audit Report Page 



   

   

    
 

  
 

   
 

    

    

    

    

      

      

    

    

    

    

     

     

   

      

 

    
 

  
 

   
 

    

   
    

  

Contractor Name: Contract Number: 

Section  4  - Reimbursable Expenses  
Cost Category Column A – Cumulative FY 

per CPARIS 
Column B – Audit 

Adjustments 
Column C – Cumulative FY 

per Audit 
Direct Payments to Providers (FCCH only) 

1000 Certificated Salaries 

2000 Classified Salaries 

3000 Employee Benefits 

4000 Books and Supplies 

5000 Services and Other Operating Expenses 

6100/6200 Other Approved Capital Outlay 

6400 New Equipment (program-related) 

6500 Equipment Replacement (program-related) 

Depreciation or Use Allowance 

Start-up Expenses (service level exemption) 

Indirect Costs (include in Total Administrative Cost) 

TOTAL REIMBURSABLE EXPENSES 

Does the agency have an indirect cost rate approved by its cognizant agency (Select YES or NO)? Yes No 

Approved Indirect Cost Rate: 

Specific Items of Reimbursable Expenses Column A – Cumulative FY 
per CPARIS 

Column B – Audit 
Adjustments 

Column C – Cumulative FY 
per Audit 

Total Administrative Cost (included in Reimbursable 
Expenses) 
Total Staff Training Cost (included in Reimbursable 
Expenses) 

AUD 8501 Page 3 of 6 Audit Report Page 

NO SUPPLEMENTAL REVENUE / EXPENSES Check this box and omit page 4.



   

   

    
 

  
 

 
 

    

    

    

   

 
    

 
  

 
 

 
    

    

    

      

       

    

    

    

     

    

Contractor Name: Contract Number: 

Section  5  - Supplemental  Funding  
Supplemental Revenue Column A – Cumulative FY 

per CPARIS 
Column B – Audit 

Adjustments 
Column C – Cumulative FY 

per Audit 
Enhancement Funding 

Other: 

Other: 

TOTAL SUPPLEMENTAL REVENUE 

Supplemental Expenses Column A – Cumulative FY 
per CPARIS 

Column B – Audit 
Adjustments 

Column C – Cumulative FY 
per Audit 

1000 Certificated Salaries 

2000 Classified Salaries 

3000 Employee Benefits 

4000 Books and Supplies 

5000 Services and Other Operating Expenses 

6000 Equipment / Capital Outlay 

Depreciation or Use Allowance 

Indirect Costs 

Non-Reimbursable Supplemental Expenses 

TOTAL SUPPLEMENTAL EXPENSES 

AUD 8501 Page 4 of 6 Audit Report Page 



   

   

    
 

  
 

 
 

     

    

     

     

    

    

    

    

    

     

    

    

     

    

Contractor Name: Contract Number: 

Section  6  - Summary  
Description Column A – Cumulative FY 

per CPARIS 
Column B – Audit 

Adjustments 
Column C – Cumulative FY 

per Audit 
Total Certified Days of Enrollment (including MHCS) 

Days of Operation 

Days of Attendance (including MHCS) 

Total Certified Adjusted Days of Enrollment N/A N/A 

Total Non-Certified Adjusted Days of Enrollment N/A N/A 

Restricted Program Income 

Transfer from Preschool Reserve Account 

Interest Earned on Apportionment Payments 

Direct Payments to Providers 

Start-up Expenses (service level exemption) 

Total Reimbursable Expenses 

Total Administrative Cost 

Total Staff Training Cost 

Non-Reimbursable Cost (State Use Only) N/A N/A 

AUD 8501 Page 5 of 6 Audit Report Page 



   

   

  

  

 

   

 

 
 

  

  

Contractor Name: Contract Number: 

Section  7  –  Auditor’s Assurances  
Independent auditor's assurances on agency's compliance with the contract funding terms and conditions and program requirements of the 

California Department of Education, Early Education Division: 

No Eligibility, enrollment and attendance records are being maintained as required (Select YES or NO): Yes 

Reimbursable expenses claimed in Section 4 are eligible for reimbursement, reasonable, necessary, and adequately supported (Select YES 

or NO): No Yes 

Section  8 –   Comments  
Include any comments in the comment box. If necessary, attach additional sheets to explain adjustments.   

AUD 8501 Page 6 of 6 Audit Report Page 



Contractor Name: 

California Department of Education 

Contract Number: 

Fiscal Year Ended: June 30, 202

Audited Fiscal Report for 
California State Preschool Program Support Contracts 

Vendor Code: 

Section 1 – Revenue 

Restricted Income 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit Adjustments 

Column C 
Cumulative per Audit 

County Maintenance of Effort (EC Section 82 ) 

Other: 

TOTAL RESTR CTED INCOME 

Other Income 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit Adjustments 

Column C 
Cumulative per Audit 

Interest Earned on Apportionment Payments 

Unrestricted Income – Other:  

Comments: 

AUD 9529 Page 1 of 4 Audit Report Page 



Contractor Name: Contract Number: 

Section 2 – Reimbursable Expenses 

Cost Category 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit Adjustments 

Column C 
Cumulative per Audit 

1000 Certificated Salaries 

2000 Classified Salaries 

3000 Employee Benefits 

4000 Books and Supplies 

5000 Services and Other Operating Expenses 

6100/6200 Other Approved Capital Outlay 

6400 New Equipment (program-related) 

6500 Equipment Replacement (program related) 

Depreciation or Use Allowance 

Indirect Costs (include in Total Administrative Cost) 

TOTAL REIMBURSABLE EXPENSES 

Specific Item of Reimbursable Expenses 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit Adjustments 

Column C 
Cumulative per Audit 

Total Administrative Cost (included in Reimbursable 
Expenses) 

NO SUPPLEMENTAL REVENUE / EXPENSES Check this box and omit page 3. 

AUD 9529 Page 2 of 4 Audit Report Page 



Contractor Name:  Contract Number:  

AUD 9529 Page 3 of 4 Audit Report Page

Section 3 – Supplemental Funding 
 

Supplemental Revenue 
Column A 

Cumulative FY 
per CPARIS 

Column B  
Audit Adjustments

Column C 
 Cumulative per Audit

Enhancement Funding   

Other:     

Other:     

TOTAL SUPPLEMENTAL REVENUE   

 
 

Supplemental Expenses 
Column A 

Cumulative FY  
per CPARIS

Column B  
Audit Adjustments

Column C 
 Cumulative per Audit

1000 Certificated Salaries

2000 Classified Salaries

3000 Employee Benefits

4000 Books and Supplies

5000 Services and Other Operating Expenses

6000 Equipment / Capital Outlay

Depreciation or Use Allowance

Indirect Costs

TOTAL SUPPLEMENTAL EXPENSES



Contractor Name: Contract Number: 

Section 4 – Summary 

Description 
Column A 

Cumulative FY 
per CPARIS 

Column B 
Audit Adjustments 

Column C 
Cumulative per Audit 

Restricted Program Income 

Interest Earned on Apportionment Payments 

Total Reimbursable Expenses 

Total Administrative Cost 

Non-Reimbursable Cost (State Use Only) N/A N/A 

Does the Contractor have an indirect cost rate approved by its cognizant agency? (Select YES or NO) 

Approved Indirect Cost Rate: 

AUD 9529 Page 4 of 4 Audit Report Page 
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