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“Challenging” has been an often-used term over the last 
two years. While this past year was challenging, it also 
became a year for new opportunities at KPEP. 

Our numbers were down significantly, but federal 
assistance like the Payroll Protection Program allowed 
us to avoid layoffs. While we started the year somewhat 
overstaffed, we ended it short staffed and in need of 
people in just about every position. We have seen an 
increase in recent applicants, and we are confident that 
we will fill the openings with well-qualified staff to  
manage the exciting projects planned in the coming year.

The Walnut & Park Café has seen record sales since we 
resumed normal operations after the shutdown was lifted. 
The support from the community has been fantastic –  
so good, in fact, that we opened a 2nd location at 543  
E. Ransom in the Harrison Circle apartment complex. 
This location features our same great W&P menu and 
will offer drive-thru service. This is another great training 
opportunity for the men and women in our hospitality 
program. The doors opened in December.

The much-anticipated opening of the Walnut & Park 
Diner at Washington Square is on track for this spring. 
The challenges here – yes, there is that word again – 
have been continuous and included a pandemic-related 
construction shut down, supply chain issues, skyrocketing 
cost of construction materials, roadwork in the area and  

an anticipated staffing shortage. We know the 
neighborhood is really looking forward to the new diner, 
and we are excited to get the project back on track and 
contribute to all the positive changes in this community.

While these three locations will provide wonderful training 
opportunities for our hospitality program students, we 
are also planning several projects for the residents in our 
building trades program. These include an office building 
in Van Buren County, a new kitchen in our Calhoun County 
facility and a new home build on Alcott St in Kalamazoo. 
We also plan to continue the program we started with the 
Kalamazoo Land Bank a few years ago where we renovate 
homes in need of significant renovations and sell them 
at an affordable price. This meets the need for affordable 
housing, enhances neighborhoods and puts these 
properties back on the municipality’s tax rolls. Plus, our 
students get much needed training and work experience. 
A win-win-win-win.

We enter this year hopeful that we’ve weathered 
the worst of the pandemic. We are also very 
proud of our entire staff and grateful for their 
commitment to the organization and to the clients 
and communities we serve. Thanks to everyone 
who has contributed to our success over the years – 
and thank you for taking the team to read our 2021 
annual report.

Letter from William A. DeBoer, President/CEO
+ Karla Campbell, Board Chairperson
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SUD Treatment Funding Transition to 
Medicaid Brings Complexities and Challenges 

On April 1, 2020, funding for substance use disorder 
treatment transitioned to Medicaid for all MDOC  
referred clients. As a result, KPEP has contracted  
with several PIHP’s throughout the State of Michigan  
to ensure services are provided to all MDOC clients 
diagnosed with a substance use disorder. Referrals  
are initiated by the supervising agent, and clients are 
screened for indications that treatment is warranted. 

The transition from a single contract with MDOC to 
multiple contracts with organizations responsible for 
managing Medicaid services has come with its share 
of challenges; however, we are navigating through the 
requirements specific to each PIHP. Unfortunately, as  
a result of this transition, our Muskegon facility is no  
longer able to provide substance use disorder treatment.  
We remain hopeful that a contract becomes an option,  
and we can once again provide this much-needed  
service to our Muskegon County population. 

As of October 1, 2021, all Medicaid assessments are 
now completed utilizing the ASAM (American Society 
of Addiction Medicine) Continuum, a computer guided, 
structured interview for assessing Medicaid funded clients. 
The ASAM Continuum generates a comprehensive report 
that includes a DSM diagnosis including severity of the 
disorder, treatment level of care, and imminent risks. 
Prior to administering the ASAM Continuum, therapists 
must obtain ASAM Continuum certification. This is an 
excellent addition to services as it provides a standardized 
assessment instrument, a vital component of evidence-
based practices.

Currently, KPEP has contracts  
with the following entities:

• Network 180, serving Kent County

•  Ottawa Community Mental Health, serving Ottawa County

•  Southwest Michigan Behavioral Health, serving 
Kalamazoo, Calhoun, Berrien, Barry, Branch,  
St. Joseph, Van Buren and Cass counties

•  Mid-State Health Network, serving Osceola, Clare, 
Gladwin, Arenac, Newaygo, Mecosta, Isabella,  
Midland, Bay, Huron, Montcalm, Gratiot, Saginaw,  
Tuscola, Ionia, Clinton, Shiawassee, Eaton, Ingham, 
Jackson and Hillsdale counties

•  CMH Partnership of Southeast Michigan, serving  
Lenawee, Livingston, Monroe and Washtenaw counties
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RESIDENTIAL SERVICES
FY
2019

FY 
2020

FY 
2021

% CHANGE FY  
‘20 TO FY ‘21

Community Service Hours 27,049.25 9,438 1,621.75 (82.80%)

Referrals 2,890 2,355 1,730 (40.10%)

Jobs 555 413 350 (15.30%)

Income $851,729.57 $600,836.91 $1,265,988.49 110.70%

Court Costs $34,610.68 $10,661.18 $17,236.39 61.70%

Admissions 3310 2,118 1,472 (30.50%)

Average Daily Population 378.2 304 211 (30.60%)

VOCATIONAL TRAINING PROGRAMS FY 
2019

FY 
2020

FY 
2021

% CHANGE FY  
‘20 TO FY ‘21

ADMISSIONS & DISCHARGES

Building Trades Admissions 113 63 42 (33.40%)

Building Trades Discharges 115 68 41 (39.70%)

Hospitality Admissions 153 102 46 (54.90%)

Hospitality Discharges 144 124 43 (65.30%)

CERTIFICATIONS

American Hotel and Lodging  
Educational Institute 96 73 24 (63%)

ServSafe Food Handlers 106 89 24 (73%)

OSHA 10 143 105 53 (49.50%)

CPR/First Aid 142 109 52 (52.30%)

TREATMENT SERVICES FY 
2019

FY 
2020

FY 
2021

% CHANGE FY  
‘20 TO FY ‘21

RESIDENTIAL SUBSTANCE USE DISORDER PROGRAM

Admissions 431 281 54 (80.80%)

Discharges 425 324 54 (83.30%)

Successful Discharges 260 198 24 (87.90%)

RESIDENTIAL SEX OFFENDER PROGRAM

Admissions 241 270 297 10%

Discharges 240 220 358 62.70%

Successful Discharges 202 164 283 72.60%
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A LEADER AND A MENTOR

Four years after graduating from KPEP, Jen Heath is 
thriving. She is confident and motivated, and she is 
embracing her growing role as a leader at the Walnut  
& Park Café. That includes mentoring current KPEP 
residents and students in the hospitality program. 

“Working with residents of KPEP keeps me balanced  
and reminds me how far I have come,” she says. “I  
remind them that success is possible. It keeps me  
going and inspires me to keep doing what I’m doing  
by watching them succeed.”

After four years working front-of-house at the original  
café, Jen earned her ServSafe Management Certification  
and is now a manager-in-training working full time at the 
new Walnut & Park Café in Harrison Circle. She sees peer 
support as part of her job.

“I talk to students and residents about recovery and  
provide resources like referrals for housing, jobs or  
NA meetings,” she says.

She extends that support to people in the community. 

“I provide peer support to newer people in community 
recovery meetings, like NA,” she explains. “I maintain 
relationships with people from those meetings and 
communicate with them daily.” 

“I try to be the person that I wanted there  
for me when I was going through everything  
I went through.”

 

WORKING THROUGH MY FEARS 

For Jen, “everything” included an 18-year opiate addiction, 
drug charges, a parole violation and orders to complete a 
6-month residential treatment program at KPEP. The stakes 
were high. Jen had temporarily lost custody of her children 
and was determined to turn her life around for them. But the 
initial 90-day substance abuse treatment plan was intense.

“I was angry and thought about walking out. Even though 
I knew I wanted to be clean, I still struggled with co-
dependency and thinking errors,” she explains. 

She had a history of self-sabotage and, with the help of her 
counselors, eventually recognized that behavior came from 
a fear of failure. “The group sessions and working with my 
counselors and mentors helped changed my thinking.” 

After completing residential substance abuse treatment, 
she enrolled in the hospitality vocational training program 
and started working at Walnut & Park.

“Now that I’m aware of my fear, I use it to motivate myself,” 
she says, and notes some small things that represent big 
change. “I just got my driver’s license this year. And I was 
worried that I would burn the turkey on Thanksgiving, but I 
cooked one for the first time. 

“I use the fear to push myself further and harder. I see that 
as a sign of better things to come. I can get outside of my 
comfort zone. That has built my confidence and given me 
motivation to keep trying harder and reaching new goals.”

A GOOD MOTHER

She accomplished her paramount goal late last year when 
she was awarded full custody of all her children. 

“Nothing makes me prouder of what I’m doing than when 
my daughter says, ‘mom, I’m proud of you.’ The fact that  
I’m not only able to be there but be present and involved.” 

I Am
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She reflects, “I used to lock myself in the bedroom and get 
high. I now know what they’re interested in. I know I have really 
cool kids. Now, I’m really there for them and really know them.” 

This has brought more certainty to her life, and to theirs. 
“They know without a doubt that they can count on me. 
Before, it was up in the air what mom they were going to get 
that day. They don’t doubt that they can count on me now.”

MAKING NEW TRADITIONS

Jen understands the importance of finding alternatives to 
the people, places and habits that were part of her life as an 
addict. She knows it’s important to keep moving forward. In 
2021, she did just that – and it began with buying a house.

Jen had been renting a home as part of KPEP’s transitional 
housing program for the past four years. Last year, she decided 
she was ready for something more permanent and approached 
KPEP about buying the house she was currently in.

“The more I looked for a more permanent situation,  
I realized I really enjoyed being where I am.”

She closed on purchase of the house in January. “I love that 
there are a lot of families and kids on my block. My neighbor  
is one of our closest friends. She and I can pick each other’s 
kids up from school,” she says. “It’s two-and-a-half blocks  
from where I went to my first NA meeting with my first  
home group when I was at KPEP. I maintained that as  
my home base. This just feels like home.”

Her children feel at home now, too, says Jen. “They want  
a cat. They want to paint and hang pictures and make the  
house their own.”

The holidays were especially sweet for the family. They  
cut down a Christmas tree for the first time, drank hot 
chocolate, listened to Christmas music and had cookies  
baking in the oven while they decorated. “We’re making  
new traditions.” 

GRATEFUL

The way Jen now describes herself personifies the KPEP mission: 
A mentor and peer. A leader. Capable. Responsible. Balanced 
and confident. Working through my fears. A good mother. There 
for my kids. Someone my children can count on. A friend. Making 
new traditions. Inspired by others. Grateful. 

More than anything, Jen’s experience over the past four years 
has helped her recognize and affirm the complex, caring and 
valuable person she really is. 

“I’m just extremely grateful for the opportunities. 
I can’t say that enough. I came to Kalamazoo 
without knowing anyone. I walked out of KPEP with 
a backpack. Now I’m buying my house. They gave 
me an opportunity. I give myself credit, but I’m 
so grateful to them. It’s been a really great year.”

JEN HEATH
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News Briefs

2ND WALNUT & PARK CAFÉ  
OPENS AT HARRISON CIRCLE

After the success and popularity of the original Walnut  
& Park Café, we celebrated the launch of a second 
location in December. The new café is located in the 
retail complex at the new Harrison Circle Apartments on 
E. Ransom Street in the River’s Edge District. Like the 
original Walnut & Park, the new café is staffed largely  
by participants in the KPEP Hospitality Program, a 
rigorous 8-week vocational training program that equips 
men and women who have been incarcerated with job 
skills to live independently. 

The new café seats 32 and includes patio seating with 
room to grow. The menu offers breakfast baked goods 
and a light lunch fare with a wide selection of wraps, 
sandwiches and snacks along with several barista 
favorites. Everything served at Walnut & Park is made  
in house from scratch. Stop by soon!

VAN BUREN OFFICE EXPANSION

In February 2020, KPEP purchased the Red Arrow Motel in 
Paw Paw. We’re now using the building as transitional housing 
for parolees and probationers in Van Buren County. Over the 
last several months we have remodeled all of the motel rooms, 
updating floor coverings, paint, plumbing fixtures and many 
of the furnishings.

This year we will break ground on a new office and group 
treatment facility on the same site. The building will be 
located on a parcel of the property that housed a modular 
home used for transitional housing. We’ll demolish the 
modular and replace it with a building that will feature a group 
room, two offices and restrooms. This important expansion 
will allow us to offer in-person sex offender treatment and 
substance use disorder treatment in Van Buren County.

DINER ON-TRACK TO OPEN SPRING 2022 

We are pleased to announce that we expect the Walnut & Park 
Diner @ Washington Square to open in May! We are putting 
the finishing touches on the interior and plan to begin hiring 
staff soon. We hope you will come out and try our traditional 
breakfast and lunch favorites. The diner will seat 60 guests, 
plus it will feature a private meeting room with space for up 
to 20 people.

The catering menu will include traditional favorites like  
the dip trio, sandwich platters, and baked goods plus a  
new breakfast bar.
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BUILDING TRADES GROWING STRONG 

The Building Trades Vocational Training Program 
team is excited to continue rehabilitating homes 
throughout Kalamazoo. KPEP recently purchased 
two homes to be renovated and sold. One is 
located on Lucas Court in the historic district in 
the City of Kalamazoo and the other is located 
on Washburn in the Township of Kalamazoo. 
Building trades students and staff will upgrade 
flooring and paint and make drywall repairs and 
other minor cosmetic changes. Once complete, 
the homes will be placed back on the market.

In 2022, program participants will also begin 
construction on a home located on Alcott in the 
City of Kalamazoo. The foundation was poured 
and covered in the fall of 2020 and construction 
will start this spring. This will be a particularly 
rewarding project as students will learn about 
building a home from the ground up. 

The Michigan Department of Corrections defines 

recidivism as a return to prison, either on a new  

offense or a parole violation.

The people who complete KPEP programs are better 

equipped to live responsible and productive lives 

outside of prison than they would be if they hadn’t 

gone through our program. That’s why we’re here. We 

equip people with the tools they need to be successful 

members of the community and stay out of prison. 

In fiscal year 2020, we saw 923 successful graduates. 

One year later, 46 of those graduates had returned to 

prison, making the one-year recidivism rate just 5.0%. 

In fiscal year 2018, we had 1,198 successful graduates. 

Three years later, only 108 graduates had returned to 

prison resulting in a three-year recidivism rate of 9.0%.

Recidivism rate among KPEP residents who 
successfully completed requirements of the 
KPEP program.

1 YEAR
5.0% 9.0%

3 YEARS

Recidivism Report
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ASSETS
CURRENT ASSETS 2021 2020

Cash $94,438 $2,465

Accounts receivable 2,716,807 1,315,257

Employee retention credit receivable 1,796,215 —

Inventory 4,678 4,678 

Prepaid expenses 94,301 86,410 

Total Current Assets 4,706,439 1,408,810 

PROPERTY AND EQUIPMENT

Land 246,396 246,396 

Buildings 7,368,102 7,368,102

Capital improvements 3,281,927 3,235,045

Vehicles 279,596 334,720 

Equipment, furniture & fixtures 1,202,248 1,367,390

Construction in process 675,646 462,867

13,053,915 13,014,520

Accumulated depreciation & amortization (5,375,322) (5,184,791)

Net Property and Equipment 7,678,593 7,829,729

TOTAL ASSETS $12,385,032 $9,238,539 

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES 2021 2020

Note payable - bank $265,000 $315,000

Accounts payable 229,670 161,163 

Accrued payroll & related liabilities 433,720 431,752 

Accrued interest 10,087 9,234 

Other liabilities 2,583 1,310 

Current maturities of long-term debt 494,728 1,327,000 

Total Current Liabilities 1,435,788 2,245,459

LONG-TERM LIABILITIES

Interest rate swap liability 50,389 99,409

Long-term debt, net of current maturities 3,121,991 4,327,678

Total Long-Term Liabilities 3,172,380 4,427,087

NET ASSETS

Without donor restrictions 7,776,864 2,565,993 

TOTAL LIABILITIES 
AND NET ASSETS $12,385,032 $9,238,539

Olmstead 1,046,656 1,266,460 

Calhoun 1,040,671 1,092,058 

Berrien 1,318,811 1,393,990 

Muskegon 1,097,097 1,397,046 

Van Buren 149,701 175,057

Walnut & Park 288,690 351,604 

Total Program Services 8,055,910 9,549,834

Supporting services:

Management & general expenses 2,289,332 2,368,673 

Total Expenses 10,345,242 11,918,507 

CHANGE IN NET ASSETS
W/O DONOR RESTRICTIONS

5,210,871 (1 ,682,709)

Net Assets at Beginning of Year 2,565,993 4,248,702 

NET ASSETS AT END OF YEAR $7,776,864 $2,565,993

NET ASSETS WITHOUT DONOR RESTRICTIONS
SUPPORT AND REVENUE 2020 2020

Contractual agreements $8,494,350 $7,769,236 

Resident contribution 73,323 88,603

Grants 7,442 11,865 

Rent 215,664 215,664 

Fees 1,304,014 1,730,001 

Other Income 5,412,300 481,888

Change in value of interest swap 49,020 (61,459)

Total Support and Revenue 15,556,113 10,235,798 

EXPENSES

Program services:

Park 910,973  1,208,083

Chicago 2,203,311 2,665,536

Kalamazoo Probation Enhancement Program Statements of Financial Position, September 30, 2021 and 2020

Kalamazoo Probation Enhancement Program, Inc. Statements of Activities and Changes in Net Assets For the Years Ended September 
30, 2021 and 2020

Financial Report
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To the board of directors of Kalamazoo Probation  
Enhancement Program, Inc.

  OPINION

We have audited the accompanying financial statements of Kalamazoo 
Probation Enhancement Program, Inc. (a non-profit organization) which 
comprise the statements of financial position as of September 30, 
2021 and 2020, and the related statements of activities and changes 
in net assets, functional revenues and expenses and cash flows for the 
years 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 Kalamazoo 
Probation Enhancement Program, Inc. as of September 30, 
2021 and 2020, and the changes in its net assets and its cash 
flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America.

  BASIS FOR OPINION

We conducted out audits in accordance with auditing standards 
generally accepted in the United States of America. 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 Kalamazoo Probation Enhancement Program,  
Inc. and to meet our other ethical responsibilities in accordance  
with the relevant ethical requirements relating to our audits.  
We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion.

  RESPONSIBILITY OF MANAGEMENT  
  FOR THE FINANCIAL STATEMENTS

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

In preparing the financial statements, management is required to 
evaluate whether there are conditions or events, considered in the 
aggregate, that raise substantial doubt about Kalamazoo Probation 
Enhancement Program, Inc’s ability to continue as a going concern 
within one year after the date that the financial statements are 
available to be issued.

  AUDITORS’ RESPONSIBILITY 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 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, 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 Kalamazoo Probation Enhancement Program 
Inc’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 Kalamazoo Probation Enhancement Program Inc.’s ability to 
continue as a going concern for a reasonable period of time.

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

 
Seber Tans, PLC 
March 29, 2022

Independent Auditors’ Report



KPEP operates residential and non-residential programs for adult offenders as a community-
based alternative to incarceration. We offer the opportunity and structure for men and women  
to take personal responsibility in their lives.

CONTACT

269-383-0450
WEBSITE

kpep.com
VISIT

519 S. Park St. Kalamazoo, MI 49007


