
 

 

May 18, 2016 

 

Rudd & Company, PLLC 

124 East Main St 

Rexburg, ID 83440 

 

This representation letter is provided in connection with your audit of the financial statements of 

Bear River Head Start, Inc., which comprise the statements of financial position as of January 31, 

2016, and the related statements of activities, functional expenses, and cash flows for the year then 

ended, and the related notes to the financial statements, for the purpose of expressing an opinion 

as to whether the financial statements are presented fairly, in all material respects, in accordance 

with accounting principles generally accepted in the United States (U.S. GAAP). 

Certain representations in this letter are described as being limited to matters that are material. 

Items are considered material, regardless of size, if they involve an omission or misstatement of 

accounting information that, in light of surrounding circumstances, makes it probable that the 

judgment of a reasonable person relying on the information would be changed or influenced by 

the omission or misstatement. An omission or misstatement that is monetarily small in amount 

could be considered material as a result of qualitative factors. 

We confirm, to the best of our knowledge and belief, as of May 18, 2016, the following 

representations made to you during your audit. 

 Financial Statements 

1) We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter 

dated January 7, 2016, including our responsibility for the preparation and fair presentation of 

the financial statements in accordance with U.S. GAAP. 

2) The financial statements referred to above are fairly presented in conformity with U.S. GAAP. 

3) We acknowledge our responsibility 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. 

4) We acknowledge our responsibility for the design, implementation, and maintenance of 

internal control to prevent and detect fraud. 

5) Significant assumptions we used in making accounting estimates, including those measured at 

fair value, are reasonable. 

6) Related party relationships and transactions have been appropriately accounted for and 

disclosed in accordance with U.S. GAAP. 

7) All events subsequent to the date of the financial statements and for which U.S. GAAP requires 

adjustment or disclosure have been adjusted or disclosed. 

8) The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, 

to the financial statements as a whole. A list of the uncorrected misstatements is attached to 

the representation letter. 



 

 

9) The effects of all known actual or possible litigation, claims, and assessments have been 

accounted for and disclosed in accordance with U.S. GAAP. 

10) Material concentrations have been appropriately disclosed in accordance with U.S. GAAP. 

11) Guarantees, whether written or oral, under which the organization is contingently liable, have 

been properly recorded or disclosed in accordance with U.S. GAAP. 

Information Provided 

12) We have provided you with: 

a) Access to all information, of which we are aware, that is relevant to the preparation and 

fair presentation of the financial statements, such as records, documentation, and other 

matters. 

b) Additional information that you have requested from us for the purpose of the audit. 

c) Unrestricted access to persons within the Organization from whom you determined it 

necessary to obtain audit evidence. 

d) Minutes of the meetings of the governing board or summaries of actions of recent meetings 

for which minutes have not yet been prepared. 

13) All material transactions have been recorded in the accounting records and are reflected in the 

financial statements. 

14) We have disclosed to you the results of our assessment of the risk that the financial statements 

may be materially misstated as a result of fraud. 

15) We have no knowledge of any fraud or suspected fraud that affects the organization and 

involves: 

a) Management, 

b) Employees who have significant roles in internal control, or 

c) Others where the fraud could have a material effect on the financial statements. 

16) We have no knowledge of any allegations of fraud or suspected fraud affecting the 

organization’s financial statements communicated by employees, former employees, grantors, 

regulators, or others. 

17) We have no knowledge of any instances of noncompliance or suspected noncompliance with 

laws and regulations whose effects should be considered when preparing financial statements. 

18) We have disclosed to you all known actual or possible litigation, claims, and assessment whose 

effects should be considered when preparing the financial statements. 

19) We have disclosed to you the identity of the organization’s related parties and all the related 

party relationships and transactions of which we are aware. 

20) The organization has satisfactory title to all owned assets, and there are no liens or 

encumbrances on such assets nor has any asset been pledged as collateral. 

21) We are responsible for compliance with the laws, regulations, and provisions of contracts and 

grant agreements applicable to us. 



 

 

22) Bear River Head Start, Inc. is an exempt organization under Section 501(c)(3) of the Internal 

Revenue Code. Any activities of which we are aware that would jeopardize the Organization’s 

tax-exempt status, and all activities subject to tax on unrelated business income or excise or 

other tax, have been disclosed to you. All required filings with tax authorities are up-to-date. 

23) We acknowledge our responsibility for presenting the supplementary information in 

accordance with U.S. GAAP, and we believe the supplementary information, including its 

form and content, is fairly presented in accordance with U.S. GAAP. The methods of 

measurement and presentation of the Schedule of Activities - Grant Basis have not changed 

from those used in the prior period, and we have disclosed to you any significant assumptions 

or interpretations underlying the measurement and presentation of the supplementary 

information. 

24) With respect to federal award programs: 

a. We are responsible for understanding and complying with, and have 

complied with the requirements of Title 2 U.S. Code of Federal Regulations 

(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, 

and Audit Requirements for Federal Awards (Uniform Guidance), relating 

to preparation of the schedule of expenditures of federal awards. 

b. We acknowledge our responsibility for presenting the schedule of 

expenditures of federal awards (SEFA) and related notes in accordance with 

the requirements of the Uniform Guidance, and we believe the SEFA, 

including its form and content, is fairly presented in accordance with the 

Uniform Guidance. The methods of measurement or presentation of the 

SEFA have not changed from those used in the prior period, and we have 

disclosed to you any significant assumptions and interpretations underlying 

the measurement or presentation of the SEFA. 

c. If the SEFA is not presented with the audited financial statements, we will 

make the audited financial statements readily available to the intended users 

of the SEFA no later than the date we issue the SEFA and the auditor’s 

report thereon. 

d. We have identified and disclosed to you all of our government programs 

and related activities subject to the Uniform Guidance compliance audit, and 

have included in the SEFA, expenditures made during the audit period for 

all awards provided by federal agencies in the form of federal awards, 

federal cost-reimbursement contracts, loans, loan guarantees, property 

(including donated surplus property), cooperative agreements, interest 

subsidies, insurance, food commodities, direct appropriations, and other 

direct assistance. 

e. We are responsible for understanding and complying with the requirements 

of federal statutes, regulations, and the terms and conditions of federal 

awards related to each of our federal programs and have identified and 

disclosed to you the requirements of federal statutes, regulations, and the 

terms and conditions of federal awards that are considered to have a direct 

and material effect on each major program. 



 

 

f. We are responsible for establishing and maintaining, and have established 

and maintained, effective internal control over compliance for federal 

programs that provides reasonable assurance that we are managing our 

federal awards in compliance with federal statutes, regulations, and the 

terms and conditions of federal awards that could have a material effect on 

our federal programs. We believe the internal control system is adequate 

and is functioning as intended. 

g. We have made available to you all federal awards (including amendments, 

if any) and any other correspondence with federal agencies or pass-through 

entities relevant to federal programs and related activities. 

h. We have received no requests from a federal agency to audit one or more 

specific programs as a major program. 

i. We have complied with the direct and material compliance requirements 

(except for noncompliance disclosed to you), including when applicable, 

those set forth in the OMB Compliance Supplement, relating to federal 

awards and confirm that there were no amounts questioned and no known 

noncompliance with the direct and material compliance requirements of 

federal awards. 

j. We have disclosed any communications from federal awarding agencies and 

pass-through entities concerning possible noncompliance with the direct 

and material compliance requirements, including communications received 

from the end of the period covered by the compliance audit to the date of 

the auditor’s report. 

k. We have disclosed to you the findings received and related corrective 

actions taken for previous audits, attestation engagements, and internal or 

external monitoring that directly relate to the objectives of the compliance 

audit, including findings received and corrective actions taken from the end 

of the period covered by the compliance audit to the date of the auditor’s 

report. 

l. Amounts claimed or used for matching were determined in accordance with 

relevant guidelines in OMB‘s Uniform Guidance (2 CFR part 200, subpart 

E) and OMB Circular A-122, Cost Principles for Nonprofit Organizations, 

and Subpart C, Cost Sharing and Matching, of OMB Circular A-110, Grants 

and Agreements with Institutions of Higher Education, Hospitals, and Other 

Nonprofit Organizations, if applicable. 

m. We have disclosed to you our interpretation of compliance requirements that 

may have varying interpretations. 

n. We have made available to you all documentation related to compliance 

with the direct and material compliance requirements, including information 

related to federal program financial reports and claims for advances and 

reimbursements. 



 

 

o. We have disclosed to you the nature of any subsequent events that provide 

additional evidence about conditions that existed at the end of the reporting 

period affecting noncompliance during the reporting period. 

p. There are no such known instances of noncompliance with direct and 

material compliance requirements that occurred subsequent to the period 

covered by the auditor’s report. 

q. No changes have been made in internal control over compliance or other 

factors that might significantly affect internal control, including any 

corrective action we have taken regarding significant deficiencies or 

material weaknesses in internal control over compliance subsequent to the 

period covered by the auditor’s report. 

r. Federal program financial reports and claims for advances and 

reimbursements are supported by the books and records from which the 

basic financial statements have been prepared. 

s. The copies of federal program financial reports provided you are true copies 

of the reports submitted, or electronically transmitted, to the respective 

federal agency or pass-through entity, as applicable. 

w. We have charged costs to federal awards in accordance with applicable cost 

principles. 

x. We are responsible for and have accurately prepared the summary schedule 

of prior audit findings to include all findings required to be included by the 

Uniform Guidance, and we have provided you with all information on the 

status of the follow-up on prior audit findings by federal awarding agencies 

and pass-through entities, including all management decisions. 

y. We are responsible for and have ensured the reporting package does not 

contain protected personally identifiable information. 

z. We are responsible for and have accurately prepared the auditee section of 

the Data Collection Form as required by the Uniform Guidance. 

aa. We are responsible for taking corrective action on each audit finding of the 

compliance audit and have developed a corrective action plan that meets the 

requirements of the Uniform Guidance. 

25) We have identified to you any previous audits, attestation engagements, and other studies 

related to the audit objectives and whether related recommendations have been implemented. 

 

 

Signature:     

 

Signature:     
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INDEPENDENT AUDITORS’ REPORT 

The Board of Directors 
Bear River Head Start, Inc. 
Logan, Utah 

Report on the Financial Statements 
We have audited the accompanying financial statements of Bear River Head Start, Inc. (a 
nonprofit organization), which comprise the statement of financial position as of January 31, 
2016 and 2015, and the related statements of activities, functional expenses, and cash flows for 
the years then ended, and the related notes to the financial statements. 

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

Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. 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. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Bear River Head Start, Inc. as of January 31, 2016 and 2015, 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. 

Other Matters 

Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards, 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. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. As disclosed in Note 1 to the financial statements, the Company prepares its financial 
statements using accounting principles generally accepted in the United States of America. The 
accompanying supplementary “Statements of Activities – Grant Basis”, is the responsibility of 
management, and was prepared for purposes of additional analysis using another framework of 
accounting as prescribed in the grant agreement, and is not a required part of the financial 
statements.  Such information has not been subjected to the auditing procedures applied in the 
audit of the financial statements and, accordingly, we do not express an opinion or provide any 
assurance on the supplementary information.  The accompanying supplementary information is 
not intended to present Bear River Head Start, Inc.’s financial position or results of operations. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated May 
18, 2016, on our consideration of Bear River Head Start, Inc.’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to 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 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 Bear River Head Start, Inc.’s internal control over financial 
reporting and compliance. 

 
 
  
 
Rexburg, Idaho 
May 18, 2016 
 
 
 
 

cody
Rudd and Company Stamp
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2016 2015
Assets

Current assets:
Cash $ 28,530 $ 43,154
Certificate-of-deposit 19,661 19,573
Grants receivable 765,244 706,344

Total current assets 813,435 769,071

Other assets:
Deposits 6,077 2,919
Equipment, net 286,662 309,562

Total other assets 292,739 312,481
 

Total assets $ 1,106,174 $ 1,081,552

Liabilities and Net Assets
Current liabilities:

Accounts payable $ 223,408 $ 144,268
Salaries payable 263,179 230,328
Accrued payroll taxes and benefits 37,050 36,207
Retirement payable 248,945 313,268

Total current liabilities 772,582 724,071

Net assets:
Unrestricted 333,592 357,481

Total liabilities and net assets $ 1,106,174 $ 1,081,552

 
 



BEAR RIVER HEAD START, INC. 
Statements of Activities 
For the Years Ended January 31,  
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2016 2015
Changes in unrestricted net assets
Unrestricted revenues:

Contracts and grants $ 6,303,312      $ 5,232,474      
In-kind contributions 719,925 784,640
Other 7,200 5,516

Total unrestricted revenues and support 7,030,437 6,022,630

Program related expenses:
Program services 6,505,009 5,491,976
Administration expenses 549,317 458,175

Total program related expenses 7,054,326 5,950,151

Increase (decrease) in unrestricted net assets (23,889) 72,479

Increase (decrease) in net assets (23,889) 72,479

Net assets - beginning of year 357,481         285,002         
 

Net assets - end of year $ 333,592         $ 357,481         
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Statement of Functional Expenses 
For the Years Ended January 31, 2016  
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Program Services
Other grants/

  Early Idaho Corporate 2016
Head Start ECP Head Start TANF Funds Administration Total

Salaries $ 1,639,439   $ 302,763      $ 901,487      $ 61,008     $ 11,551     $ 271,025   $ 3,187,273   
Employee benefits 542,351       75,265        350,703      18,101     3,696       92,149     1,082,265   

  Total personnel 2,181,790   378,028      1,252,190   79,109     15,247     363,174   4,269,538   

Supplies and maintenance 205,816      267,646      137,533      8,815       4,447       65,559     689,816      
Rent and utilities 530,394      56,599        204,259      10,147     150          39,537     841,086      
Nutrition 158,712      -              25,347        -           -           -           184,059      
Training 57,836        100,219      60,436        464          20            16,263     235,238      
In-area travel 59,433        5,220          35,187        2,265       -           -           102,105      
Professional services 248,938      224,944      18,113        95            786          47,444     540,320      
Health 36,691        15,855        10,556        1,522       33            -           64,657        
Parents 22,202        2,115          6,411          870          1,626       -           33,224        
Depreciation 24,844        5,420          9,034          1,355       -           4,517       45,170        
Insurance 18,662        4,691          5,655          476          100          12,823     42,407        
Policy council 4,684          718             1,215          89            -           -           6,706          

   Total expenses $ 3,550,002   $ 1,061,455   $ 1,765,936   $ 105,207   $ 22,409     $ 549,317   $ 7,054,326   
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Program Services
Other grants/

Utah Idaho Early Idaho Corporate 2015
Head Start Head Start Head Start TANF Funds Administration Total

Salaries $ 1,278,175   $ 331,513      $ 915,546      $ 55,112     $ 11,551     $ 229,025   $ 2,820,922   
Employee benefits 480,154      119,152      367,417      19,794     5,592       87,030     1,079,139   

  Total personnel 1,758,329   450,665      1,282,963   74,906     17,143     316,055   3,900,061   

Supplies and maintenance 154,082      29,238        106,485      7,820       9,097       37,821     344,543      
Rent and utilities 483,835      97,924        177,722      1,316       150          29,446     790,393      
Nutrition 111,402      42,752        22,599        -           -           -           176,753      
Training 32,182        4,792          42,718        309          20            8,494       88,515        
In-area travel 38,224        19,099        31,609        2,785       -           -           91,717        
Professional services 234,808      138,634      12,831        -           50            52,491     438,814      
Health 18,251        3,931          6,405          -           33            -           28,620        
Parents 8,810          2,371          2,777          -           763          -           14,721        
Depreciation 14,932        4,875          6,703          914          -           3,047       30,471        
Insurance 17,063        4,254          6,690          683          100          10,821     39,611        
Policy council 3,544          900             1,357          131          -           -           5,932          

   Total expenses $ 2,875,462   $ 799,435      $ 1,700,859   $ 88,864     $ 27,356     $ 458,175   $ 5,950,151   
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Statements of Cash Flows 
For the Years Ended January 31,  
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2016 2015
Cash flows from operating activities:
Change in net assets $ (23,889)       $ 72,479        
  Adjustments to reconcile change in net assets
   to net cash provided by operating activities:
    Depreciation expense 45,170        30,471        
    Gain on certificate-of-deposit (88)              (127)            
    Increase (decrease) in:

   Grants receivable (58,900)       (31,075)       
   Deposits (3,158)         -              

      Accounts payable 79,140        41,774        
      Salaries payable 32,851        23,189        
      Accrued payroll taxes and benefits 843             17,817        
      Retirement payable (64,323)       (26,161)       

Net cash provided by operating activities 7,646          128,367      

Cash flows from investing activities:
Purchase of equipment (22,270)       (104,789)     

Net cash used in investing activities (22,270)       (104,789)     

Net increase (decrease) in cash (14,624)       23,578        

Cash and cash equivalents, beginning of year 43,154        19,576        

Cash and cash equivalents, end of year $ 28,530        $ 43,154        
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Note 1 - Nature of Activities and Significant Accounting Policies 
 
Nature of Organization 
 
Bear River Head Start, Inc., (BRHS) is a non-profit corporation, exempt from income tax under 
Section 501(c)(3) of the Internal Revenue Code.  Further, it has been classified as an 
organization that is not a private foundation under Section 509(a)(2) of the Internal Revenue 
Code.  The primary business activity of BRHS is to operate a Head Start program in Northern 
Utah and in Southeastern Idaho.  BRHS is substantially funded by federal grants, receives a 
limited amount of State and local grants, and operates with only a minimal amount of corporate 
funds.  
 
The program objectives of BRHS are to provide comprehensive health, education, nutrition, 
social and other services primarily to economically disadvantaged infants and preschool children 
and their families, and to involve parents in activities with their children so that the children will 
attain overall social competence.  Parental participation in various decision making processes, 
related to the operations, is a key factor in the success of the program.  Collaborative 
arrangements with other community agencies are actively established and are a second key factor 
in the success of the program, through which these objectives are met. 
 
Additional objectives are to establish and operate any program which may improve the quality of 
life by reducing personal hardship, mobilizing personal resources, and combating community 
deterioration; to coordinate and integrate the efforts and resources of communities for remedying 
deficiencies and reducing impoverishment; to promote education and literacy, to improve 
employability, and to promote health through education and through integration with community 
resources; and to promote, where necessary, new solutions for those problems beyond resolution 
by existing resources.  

 
Cash 
 
For purposes of the statement of cash flows, cash includes only deposits with an original 
maturity of less than three months. 
 
Grants Receivable 
 
BRHS receivables arise primarily from reimbursable grants with government entities.  A 
receivable is recognized, up to the grant amount, when allowable expenses are incurred.  Based 
on past experience, an allowance for uncollectible amounts is not considered necessary. 
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Note 1  Nature of Activities and Significant Accounting Policies (Continued) 
 
Contributions 
 
Support that is restricted by contract or donor provisions is reported as an increase in unrestricted 
net assets if the restriction expires in the reporting period in which the support is recognized.  All 
other restricted support, if any, is reported as an increase in temporarily or permanently restricted 
net assets depending on the nature of the restriction.  When a restriction expires, temporarily 
restricted net assets are reclassified to unrestricted net assets.  BRHS reports contributions 
restricted by donors as increases in unrestricted net assets if the restrictions expire in the 
reporting period in which the revenue is recognized. 
 
Property and Equipment 
 
Equipment is stated at cost or, if acquired by gift, at the estimated fair market value at the date of 
gift.  Equipment is defined as tangible personal property with an acquisition cost of $5,000 or 
more per unit, a useful life of more than one year and BRHS has or expects to receive title to the 
asset.  Other assets purchased with federal funds are expensed as purchased if BRHS determines 
that it is not probable that title to such assets will be transferred to BRHS. 
 
Depreciation is provided over the estimated useful lives (five to thirty-nine years) of the 
equipment using the straight-line method. Upon disposition of an asset, its cost and related 
accumulated depreciation are removed from the accounts, and any resulting gain or loss is 
recognized.   
 
Compensated Absences 
 
Employees earn leave days each year based on length of service for use as vacation and personal 
leave. Vacation leave is earned after one year of full-time employment or on a pro-rata basis for 
part-time employment.  Vacation leave is forfeited at the end of the fiscal year.  Therefore, no 
accrual has been made for vacation leave.  Personal leave accrues at one day per month until ten 
days are earned.  Unused personal leave is paid out at the end of the fiscal year at one-half of the 
employee’s daily rate.  An accrual for the personal leave to be paid out is included in accrued 
salaries. 
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Note 1  Nature of Activities and Significant Accounting Policies (Continued) 
 
Net Assets 
 
Net assets, revenues, gains and losses are classified on the existence or absence of donor-
imposed restrictions.  Accordingly, net assets and changes therein are classified and reported as 
follows: 
 
Unrestricted Net Assets –Net assets available for use in general operations.  Unrestricted board-
designated net assets consist of net assets designated by the Board of Directors for operating 
reserve. 
 
Temporarily Restricted Net Assets – Net assets subject to donor restrictions that may or will be 
met by expenditures or actions of BRHS and/or the passage of time, and certain income earned 
on permanently restricted net assets that has not yet been appropriated for expenditure by 
BRHS’s Board of Directors. 
 
BRHS reports contributions as temporarily restricted support if they are received with donor 
stipulations and limit the use of the donated assets.  When a donor restriction expires, that is 
when a stipulated time restriction ends or purpose restriction is accomplished, temporarily 
restricted net assets are reclassified to unrestricted net assets and reported in the statement of 
activities as net assets released from restrictions. 
 
Permanently Restricted Net Assets – Net assets whose use is limited by donor-imposed 
restrictions that neither expire by the passage of time nor can be fulfilled or otherwise removed 
by action of BRHS.  The restrictions stipulate that resources be maintained permanently but 
permit BRHS to expend the income generated in accordance with the provisions of the 
agreements. 
 
Revenue and Revenue Recognition 
 
Revenue is recognized when earned.  Program service fees and payments under cost-
reimbursable contracts received in advance are deferred to the applicable period in which the 
related services are performed or expenditures are incurred, respectively.  Contributions are 
recognized when cash, securities or other assets, an unconditional promise to give, or notification 
of a beneficial interest is received.  Conditional promises to give are not recognized until the 
conditions on which they depend have been substantially met. 
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Note 1  Nature of Activities and Significant Accounting Policies (Continued) 
 
Donated Materials and Services 
 
Donated materials and equipment, if any, are recorded as support at their estimated fair values.  
Such donations are reported as unrestricted support unless the donor has restricted the donated 
asset to a specific purpose. Donated services are recognized when the service either creates or 
enhances a non-financial asset or requires specialized skill that would be purchased if the service 
was not donated.  During fiscal years 2016 and 2015, BRHS recognized $719,925 and $784,640, 
respectively, for professional services and donated goods. 
 
BRHS receives a substantial amount of services donated by parents or other non-specialized 
volunteers in carrying out BRHS’ programs.  During fiscal years 2016 and 2015, BRHS received 
approximately 104,000 and 86,000 hours of donated services by volunteers with an estimated 
fair value of $1,400,586 and $1,159,743, respectively.  No amounts have been reflected in the 
financial statements for these donated services.  Federal matching requirements are satisfied 
through the donated services of volunteers.  
 
Functional Allocation of Expenses 
 
The costs of program and supporting services activities have been summarized on a functional 
basis on the statement of activities.  The statements of functional expenses present the natural 
classification detail of expenses by function.  Accordingly, certain costs have been allocated 
among the programs and supporting services benefited. 
 
Income Taxes 
 
BRHS is organized as a Utah nonprofit corporation and has been recognized by the Internal 
Revenue Service (IRS) as exempt from federal income taxes under Section 501(a) of the Internal 
Revenue Code as organizations described in Section 501(c)(3), qualify for the charitable 
contribution deduction under Section 170(b)(1)(A)(vi) and (viii), and has been determined not to 
be a private foundation under Sections 509(a)(1) and (3), respectively.  BRHS is annually 
required to file a Return of Organization Exempt from Income Tax (Form 990) with the IRS.  In 
addition, BRHS is subject to income tax on net income that is derived from business activities 
that are unrelated to its exempt purpose.  BRHS has determined it is not subject to unrelated 
business income tax and has not filed an Exempt Organization Business Income Tax Return 
(From 990-T) with the IRS. 
 
BRHS believes that it has appropriate support for any tax positions taken affecting its annual 
filing requirements, and as such, does not have any uncertain tax positions that are material to the 
financial statements.  BRHS would recognize future accrued interest and penalties related to 
unrecognized tax benefits and liabilities in income tax expense if such interest and penalties are 
incurred. 
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Note 1  Nature of Activities and Significant Accounting Policies (Continued) 
 
Income Taxes (continued) 
 
The federal income tax returns of the Organization for 2015, 2014, and 2013 are subject to 
examination by the IRS, generally for three years after they were filed. 
 
Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures.  Such estimates primarily relate to unsettled transactions and events as 
of the date of the financial statements.  Accordingly, upon settlement, actual results may differ 
from estimated amounts. 
 
Custodial Credit Risk 
 
Deposits.  Custodial credit risk for deposits is the risk that in the event of a bank failure, the 
organization’s deposits may not be recovered.  The organization’s policy is to keep all cash in 
federally insured bank institutions.   On January 31, 2016 and 2015, BRHS had no demand 
deposits in excess of federally insured limits. 
 
Credit Risk 
 
Credit risk is the risk that the counterparty to an investment will not fulfill its obligations.   The 
organization’s policy for all investments is authorized by the Board.  The Organization currently 
holds one certificate-of-deposit. 

 
Subsequent Events 
 
Management has evaluated subsequent events through May 18, 2016, which is the date the 
financial statements were available to be issued. 
 
 
Note 2  Certificate-of-Deposit 
 
At January 31, 2016 and 2015, BRHS owned a certificate-of-deposit bearing interest at .45% for 
both years.  Fair value for the certificate-of-deposit approximates cost.  The certificate matures 
on January 29, 2017. 
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Note 3  Grants Receivable  
 
At January 31, 2016 and 2015, grants receivable, which are unsecured but considered fully 
collectible, consisted of the following:     
  
 2016 2015 
 
 U.S. Department of Agriculture $ 20,776 $ 20,010 
 U.S. Department of Health and Human Services  699,564  651,900 
     Idaho Head Start Association  43,950  34,167 
 Other grant receivables   954  267  
 
 Total  $ 765,244 $ 706,344 
 
 
Note 4  Equipment 
 
At January 31, 2016 and 2015, equipment consisted of the following: 
  2016 2015  
 
 Land   $ 23,784 $ 23,784 
 Portable classroom    503,823  503,823 
 Building    211,176  205,396  
 Equipment   263,498  247,008 
 Vehicles   174,502  174,502 
 
 Total equipment  1,176,783  1,154,513 
 Less accumulated depreciation  (890,121)  (844,951) 
 
 Equipment, net  $ 286,662 $ 309,562  
 
Included in the assets above are $169,153 and $174,696 net property and equipment at January 
31, 2016 and 2015, respectively, which had been purchased with federal funds and had fiduciary 
responsibility for those assets.  These assets with fiduciary responsibility have restrictions that 
require BRHS to repay the federal agency if the assets are sold or the use is changed from its 
original intended purpose.  There are no approved plans to dispose or change the use of these 
assets as of January 31, 2016. 
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Note 5  Donated Professional Services and Materials 
 
BRHS received donated professional services and materials as follows during the years ended 
January 31, 2016 and 2015: 

Utah Idaho Early
Head Start Head Start Head Start Administrative Total

Professional services 205,671$ 787$        2,522$     -$                 208,980$ 
Mileage 3,755       317          2,121       -                   6,193       
Supplies 9,643       56,258     18,272     -                   84,173     
Rent 277,236   25,476     117,842   -                   420,554   
Childcare 25            -               -               -                   25            

496,330$ 82,838$   140,757$ -$                 719,925$ 

Utah Idaho Early
Head Start Head Start Head Start Administrative Total

Professional services 171,621$ 141,365$ 1,697$     4,900$         319,583$ 
Mileage 2,770       2,519       1,601       197              7,087       
Supplies 9,270       1,034       5,510       -                   15,814     
Rent 248,973   89,569     103,614   -                   442,156   

432,634$ 234,487$ 112,422$ 5,097$         784,640$ 

January 31, 2016

January 31, 2015

 
 
Note 6  Defined Contribution Plan 
 
BRHS participates in a 403(b) retirement plan. Employees are immediately eligible to participate 
in the plan.  The contributions are deposited into individual accounts.  Each employee’s 
individual account is available for withdrawal in its entirety at termination or death. The plan 
does not require matching funds from BRHS and BRHS has not made any matching 
contributions to the plan. 
 
BRHS also participates in a Simplified Employee Pension Plan (SEP) that covers all employees 
who have reached the age of 18 and who had been an employee for 13 months  
of the immediately preceding 5 plan years.  This plan allows BRHS to contribute up to 15% of 
the employees’ salary on an annual basis, subject to Internal Revenue Service  
regulations.  Contributions to the SEP plan for fiscal years 2016 and 2015 were $248,945 and 
$313,268, respectively.  
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Note 7  Operating Leases 
 
BRHS maintains multiple lease agreements for office and classroom space in Utah and Idaho.  
All leases expire by 2025. Rent expense for fiscal years 2016 and 2015 was $319,932 and 
$272,255, respectively 
 
Future minimum rental payments under the non-cancelable operating leases (excluding the utility 
charge) for each of the next five years are listed below. 
 
                     Year Ending   
            January 31, Amount 

                                         
  2017                       $   316,194 
  2018     316,194 
  2019     316,194 
  2020     197,807 
  2021     197,807   

      
   Total     $ 1,344,196 

 
 
  



 

 

Supplementary Information 
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2016 2015
Support:
      Contracts and grants $ 6,303,312        $ 5,232,474        
      In-kind contributions 2,120,511        1,944,383        

          Total support 8,423,823        7,176,857        

Expenses:
    Program services:
      Head Start 4,267,556        4,447,048        
      ECP 1,204,961        -                   
      Early Head Start 2,268,322        2,144,024        
      Idaho TANF 103,852           99,329             
      Other grants 20,000             20,001             

  
          Total program services 7,864,691        6,710,402        

    Administrative expenses 559,132           466,455           

          Total expenses 8,423,823        7,176,857        

          Change in net assets -                   -                   

Reconciliation to GAAP basis:
  Corporate interest income 89                    128                  
  Corporate income 7,111               5,388               
  Corporate expenses (8,189)              (7,355)              
  Non-GAAP in-kind contributions (1,400,586)       (1,159,743)       
  Non-GAAP in-kind costs 1,400,586        1,159,743        
  Equipment 22,270             104,789           
  Depreciation (45,170)            (30,471)            

    Total reconciling items (23,889)            72,479             
  

Increase (decrease) in net assets $ (23,889)            $ 72,479             
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIALREPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED 
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMEDIN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors 
Bear River Head Start, Inc. 
Logan, Utah 

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 Bear River Head Start, Inc. (a nonprofit organization), which comprise the 
statements of financial position as of January 31, 2016 and 2015, and the related statements of 
activities, and cash flows for the years then ended, and the related notes to the financial 
statements, and have issued our report thereon dated May 18, 2016. 

Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Bear River Head 
Start, Inc.’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
Bear River Head Start, Inc.’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of Bear River Head Start, Inc.’s internal control. 

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

Our consideration of 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 may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Bear River Head Start, Inc.’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards.  

Purpose of this Report 

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

 
 
 
 
 
Rexburg, Idaho 
May 18, 2016 
 
 

cody
Rudd and Company Stamp
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY 
THE UNIFORM GUIDANCE 

To the Board of Directors 
Bear River Head Start, Inc. 
Logan, Utah 

Report on Compliance for Each Major Federal Program 
We have audited Bear River Head Start, Inc.’s compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and 
material effect on each of Bear River Head Start, Inc.’s major federal programs for the year 
ended January 31, 2016. Bear River Head Start, Inc.’s major federal programs are identified in 
the summary of auditors’ results section of the accompanying schedule of findings and 
questioned costs. 

Management’s Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 

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

We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of Bear River 
Head Start, Inc.’s compliance. 
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Opinion on Each Major Federal Program 

In our opinion, Bear River Head Start, Inc. 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 January 31, 2016. 

 

Report on Internal Control Over Compliance 

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

A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on 
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or 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. 

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

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

 
 
 
 
Rexburg, Idaho 
May 18, 2016 
 

cody
Rudd and Company Stamp
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Federal Award/
Federal Grantor/Pass-Through Grantor/ CFDA Contract Disbursements/

Program Title No. Number Award Expenses

U.S. Dept. of Health and Human Services (HHS)
Direct Programs:

2015 - 2016 Head Start 93.600 08CH1056/02 $ 4,913,260    $ 4,913,260    
2015- 2016 ECP 93.600 08HP0011/01 1,940,804    1,059,405    

Passed through the Idaho Head Start Association:
Temporary Assistance for Needy Families 93.558 17-201601 101,072       82,613         

93.558 16-201501 101,072       37,435         

Total Department of Health and 
Human Services 6,092,713    

U.S. Dept. of Agriculture
Passed through Utah State Office of Education

Child Care Food Program 10.558 F-1 145,865       145,865       

Passed through the Idaho State Department of
Education Child Nutrition Section

Child Care Food Program 10.558 4853 44,734         44,734         

Total Department of Agriculture 190,599       

U.S. Dept. of Education
Passed through Utah State Office of Education;
Passed through Cache County School District

Title IA LEA grants 84.010A 20,000         20,000         

Total Federal Awards $ 6,303,312    
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Note A – Purpose of the Schedule 

The Schedule of Expenditures of Federal Awards (the Schedule) is a supplementary schedule to 
the basic financial statements.  The Schedule is required by the U.S. Office of Management and 
Budget (OMB) Uniform Guidance, Audits of States, Local Governments, and Non-Profit 
Organizations. 
 
 
Note B – Significant Accounting Policies 

Basis of Accounting 

The information in the Schedule is presented in accordance with Uniform Guidance.  The 
Schedule is prepared using the same accounting policies and basis of accounting as the basic 
financial statements. 

CFDA Numbers 

Uniform Guidance requires the Schedule to show the total expenditures for each of the entity’s 
federal financial assistance programs as identified in the Catalog of Federal Domestic Assistance 
(CFDA).  The CFDA is a government-wide compendium of individual federal programs.  Each 
program included in the CFDA is assigned a five digit program identification number (CFDA 
number). 

Major Programs 

Uniform Guidance establishes a risk-based approach to determining which federal programs are 
major programs.  The federal award tested as a major program was with the CFDA number of 
93.600. 

Matching Costs 

The Schedule does not include matching expenditures. 
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Section I - Summary of Auditors’ Results 
 

Financial Statements 
 
Type of auditors’ report issued:   Unqualified 
 
Internal control over financial reporting:  
 

Material weaknesses identified?    No 
 

Reportable conditions 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 weaknesses identified?   No 
 

Reportable conditions identified 
that are not considered to be 
material weaknesses?   None Reported 

 
Type of auditors’ report issued on compliance 
for major programs:    Unqualified  
 
Any audit findings disclosed that are required 
to be reported in accordance with section 510(a) 
of the Uniform Guidance?    No 
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Identification of major programs: 
 

CFDA Number(s)    Name of Federal Program 
 

93.600   2015-2016 Head Start 
     

Dollar threshold used to distinguish 
between Type A and Type B programs:    $750,000 
 
Auditee qualified as low-risk auditee?    Yes 
 
 
Section II – Findings Related to the Financial Statements Required to be Reported in 
Accordance with Government Auditing Standards 

 
No matters were noted. 
 
 
Section III – Findings and Questioned Costs Related to Federal Awards Required to be 
Reported in Accordance with Uniform Guidance 
 
No matters were noted. 
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Section II – Findings Related to the Financial Statements Required to be Reported in 
Accordance with Government Auditing Standards 

 
No matters were noted. 
 
 
Section III – Findings and Questioned Costs Related to Federal Awards Required to be 
Reported in Accordance with Uniform Guidance 
 
No matters were noted. 
 
 
 
 




