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RUDD&COMPANY.

May 22, 2017

To the Board of Directors
Bear River Head Start, Inc,

We have audited the financial statements of Bear River Head Start, Inc. for the year ended January 31,
2017, and have issued our report thereon dated May 22, 2017, Professional standards require that we
provide you with information about our responsibilities under generally accepted auditing standards,
Government Auditing Standards and the Uniform Guidance, as well as certain information related to the
planned scope and timing of our audit. We have communicated such information in our letter to you dated
December 15, 2016. Professional standards also require that we communicate to you the following
information related to our audit.

Sipnificant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Bear River Head Start, Inc. are described in Note 1 to the financial statements,
No new accounting policies were adopted and the application of existing policies was not changed during
the year ended January 31, 2017, We noted no transactions entered into by the Organization during the
year for which there is a lack of authoritative guidance or consensus. All significant transactions have
been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was:

Management’s estimate of the depreciation expense and accumulated depreciation is based on
the lives and methods of the assets being depreciated. We evaluated the key factors and
assumptions used to develop the depreciation expense and accumulated depreciation in
determining that it is reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neufral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other than
those that are clearly trivial, and communicate them to the appropriate level of management. Management
has corrected all such misstatements. In addition, none of the misstatements detected as a result of audit
procedures and corrected by management were material, either individually or in the aggregate, to the
financial statements taken as a whole.

TBAHO FALLS | REXBURG © DRICGS | BOZEMAN WEST YELLOWSTONE
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To the Board of Directors
and Management of Bear River Head Start, Inc.

In planning and performing our audit of the financial statements of Bear River Head Start, Inc. as of and
for the year ended January 31, 2017, in accordance with auditing standards generally accepted in the
United States of America, we considered Bear River Head Start, Inc.’s internal control over financial
reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial stalements, but not for the
purpose of expressing an opinion on the effectiveness of the Organization’s internal control, Accordingly,
we do not express an opinion on the effectiveness of the Organization’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 organization’s financial statements will not be prevented, or detected and corrected, on a timely
basis.

Our consideration of internal contrel was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be material weaknesses. Given these
limitations, during our audit we did not identify any deficiencics in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

This communication is intended solely for the information and use of management, board of directors,
and others within the organization, and is not intended to be, and should not be, used by anyone other than
these specified parties.

Rudd & Company, PLLC
Rexburg, Idaho
May 22, 2017
TRNAHO FALLS REXBURG IriGas BOZEMAN WEST YELLOWSTONE
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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,
2017 and 2016, 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 refevant 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 andit opinion.

FDAHO FALLS | REXBURG | Drital i oBOzEmAN | WEST YELLOWSTOME




--not infended-to-present-Bear-RiverHead-Start, Inc. s-financial-position-orresults-of operations.

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, 2017 and 2016, 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 apalysis 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




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May
22, 2017, 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.

Q\w&\w\

Rexburg, Idaho
May 22, 2017




BEAR RIVER HEAD START, INC.
Statements of Financial Position

January 31,
2017 2016
Assets
Current assets:
Cash $ 152,192 § 28,530
Certificate-of deposit 19,727 19,661
Grants receivable 620,785 765,244
Total current assets 792,704 813,435
Other assets: .
Deposits 8,877 6,077
Equipment, net 276,092 286,662
Total other assets 284,969 292,739
Total assets $ 1,077,673 § 1,106,174
Lisbilities and Net Assets
Current habilties:
Accounts payable $ 165,182 $ 223,408
Salarics payable 276,195 263,179
Accrued payroll taxes and benefits 36,313 37,050
Retirement payable 272,903 248,945
Total current liabilitics 750,593 772,582
Net assets:
Unrestricted 327,080 333,592
Total liabilities and net assets $ 1077673 § 1,106,174

The Accompanying Notes are an Integral Part of the Financial Statements
4




BEAR RIVER HEAD START, INC.
Statements of Activities
For the Years Ended January 31,

Changes in unrestricted net assets
Unrestricted revenues:

Contracts and grants

In-kind contributions

Other

Total unrestricted revenues and support

Program related expenses:
Program services
Administration expenses

Total program related expenses

Increase (decrease) m unrestricted net assets

Increase (decrease) in net assets
Net assets - beginning of year

Net assets - end of year

The Accompanying Notes are an Integral Part of the Financial Statements

5

2017 2016
6,386,351 $ 6,303,312
695,276 719,925
8,291 7,200
7,089,918 7,030,437
6,507,856 6,505,009
588,574 549,317
7,096,430 7,054,326
(6,512) (23,889)
(6,512) (23,889)
333,592 357,481
327,080 $ 333,592
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BEAR RIVER HEAD START, INC.
Statements of Cash Flows

For the Years Ended January 31,

Cash flows from operating activities;
Change in net assets

Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Depreciation expense
(Gain on certificate-of-deposit
Increase (decrease) in:
Grants receivable
Deposits
Accounts payable
Salaries payable
Accrued payroll taxes and benefits
Retirement payable

Net cash provided by operating activities

Cash flows from investing aciivities:
Purchase of equipment

Net cash used in investing activities

Net increase (decrease) in cash

Cash and cash equivalents, begitming of year

Cash and cash equivalents, end of year

The Accompanying Notes are an Integral Part of the Financial Statements

2017 2016
$ (6,512) $  (23,889)
47,764 45,170
(66) (88)
144,459 (58,900)
(2,800) (3,158)
(58,226) 79,140
13,016 32,851
(137) 843
23,958 (64,323)
160,856 7,646
(37,194) (22,270)
(37,194) (22,270)
123,662 (14,624)
28,530 43,154
$ 152,192 § 28,530

8




BEAR RIVER HEAD START, INC.
Notes to the Financial Statements
January 31, 2017

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,




BEAR RIVER HEAD START, INC.
Notes to the Financial Statements
January 31, 2017

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 suppott, if any, is reported as an increase in temporarily or permanently resiricted
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.

10




BEAR RIVER HEAD START, INC.
Notes to the Financial Statements
January 31, 2017

Note 1 — Nature of Activities and Significant Accounting Policies (Continued)

Net Assels

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.

11



BEAR RIVER HEAD START, INC.
Notes to the Financial Statements
January 31, 2017

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 2017 and 2016, BRHS recognized $695,276 and $719,925,
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 2017 and 2016, BRHS received
approximately 130,000 and 104,000 hours of donated services by volunteers with an estimated
fair value of $1,749,125 and $1,400,586, 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.

12




BEAR RIVER HEAD START, INC.
Notes to the Financial Statements
January 31, 2017

Note 1 — Nature of Activities and Significant Accounting Policies (Continued)

Income Taxes (continued)

The federal income tax returns of the Organization for 2016, 2015, and 2014 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, 2017 and 2016, 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 22, 2017, which is the date the
financial statements were available to be issued.

Note 2 — Certificate-of-Deposit

At January 31, 2017 and 2016, 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, 2019,

13




BEAR RIVER HEAD START, INC.,
Notes to the Financial Statements
January 31, 2017

Note 3 — Grants Receivable

At January 31, 2017 and 2016, grants receivable, which are unsecured but considered fully
collectible, consisted of the following:

2017 2016
U.S. Department of Agriculture $ 48822 § 20,776
U.S. Department of Health and Human Services 539,022 699,564
Idaho Head Start Association 32,192 43,950
Other grant receivables 749 954
Total $ 620,785 $ 765,244
Note 4 — Equipment
At January 31, 2017 and 2016, equipment consisted of the following:
201 016
Land $ 23,784 § 23,784
Portable classroom 503,823 503,823
Building 211,176 211,176
Equipment 279,886 263,498
Vehicles 174,502 174,502
Total equipment 1,193,171 1,176,783
Less accumulated depreciation (917.079) (890.121)
Equipment, net $ 276,092  $ 286,662

Included in the assets above are $157,493 and $169,153 net property and equipment at January

315 2017 and-2016; respectively; which-had-been-purchased -with-federal-funds-and-had-fiduciary —

responsibilify 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 Januvary 31, 2017,

14




BEAR RIVER HEAD START, INC.
Notes to the Financial Statements

January 31, 2017

Note 5 — Donated Professional Services and Materials

BRHS received donated professional services and materials as follows during the years ended

January 31, 2017 and 2016:

Utah Early
Head Start ECP Head Start Administrative Total
January 31, 2017
Professional services  $200,278 748 0§ 148 § - $202,512
Mileage 5,504 304 1,860 - 7,668
Supplies 14,793 3,809 4,225 - 22,827
Rent 308,787 29,229 124,244 - 462,260
Childcare 9 - - - 9
$529,371 34,090  $131,815 § - $695276
Utah Early
Head Start ECP Head Start  Administrative Total
Jamwary 31, 2016
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 $ - $719925

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 2017 and 2016 were $272,903 and

$248,945, respectively.
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BEAR RIVER HEAD START, INC.
Notes to the Financial Statements
January 31, 2017

Note 7 — Operating Ieases

BRHS maintains multiple lease agreements for office and classroom space in Utah and Idaho.
All leases expire by 2025, Rent expense for fiscal years 2017 and 2016 was $328,566 and
$319,932, respectively

Future minimum rental payments under the non-cancelable operating leases (excluding the utility
charge) for the remaining years of the lease agreements are listed below.

Year Ending

Januaty 31, Amount
2018 $ 375162
2019 384,936
2020 280,396
2021 281,186
2022 280,331
2023 219,404
2024 ‘ 213,688
2025 213,668

Total $ 2,248,793
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BEAR RIVER HEAD START, INC,
Schedule of Activities — Grant Basis
For the Years Ended January 31,

2017 2016
Support:
Contracts and grants $ 6,386,351 § 6,303,312
In-kind contributions 2,444,401 2,120,511
Total support 8,830,752 8,423,823
Expenses:
Program services:
Head Start 4,600,315 4,267,556
ECP 1,137,379 1,204,961
Early Head Start 2,359,590 2,268,322
Idaho TANF 83,229 103,852
Other grants 50,303 20,000
Total program services 8,230,816 7,864,691
Administrative expenses 599,936 559,132
Total expenses 8,830,752 8,423,823
Change in net assets - -
Reconciliation to GAAP basis:
Corporate interest income : 63 89
Corporate income 8,228 7,111
Corporate expenses (4,233) (8,189)
Non-GAAP in-kind contributions (1,749,125} (1,400,586)
Non-GAAP in-kind costs 1,749,125 1,400,586
- Equpment 3194 222700
Depreciation (47,764) (45,179)
Total reconciling items (6,512) (23,889)
Increase (decrease) in net assets $ (6,512) § (23,889

See Independent Auditors Report
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RUDD&COMPANY..

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, 2017 and 2016, 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 22, 2017.

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 dogs 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,
- — - — - ordetected and-corrected-on a timely.basis. A significant deficiency.is.a deficiency,ora .. _ .. .. . _ .. .. _
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 deficiencics. 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.

e

Rexburg, Idaho
May 22, 2017
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RUDD&ECOMPANY..

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, 2017, 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 typesof . . . _ _ _
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 opinton 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, 2017.

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 conirol 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.

Q\w& % \onsgoun
Rexburg, Idaho
May 22, 2017
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BEAR RIVER HEAD START, INC.
Schedule of Expenditures of Federal Awards
For the Year Ended January 31, 2017

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:
2016 - 2017 Head Start 93.600 O08CH1056/03 $ 5,200,801 § 5,028,435
2015- 2016 ECP 93.600 O08HP0011/01 1,940,804 679,214
2016- 2017 ECP 93.600 08HP0011/02 1,086,708 337,547
Passed through the Idaho Head Start Association;
Temporary Assistance for Needy Families 93.558  17-201601 101,072 18,459
93.558  16-201701 101,072 82,315
Total Department of Health and
Human Services 6,145,970
U.S. Dept. of Agriculture
Passed through Utah State Office of Education
Child Care Food Program 10.558 F-1 147,455 147,455
Passed through the Idaho State Department of
Education Child Nuirition Section
Child Care Food Program 10.558 4,853 42,622 42,622
Total Department of Agriculture 190,077
1.S. Dept. of Education
Passed through Utah State Office of Education,
- -Passed through Cache County-School Distriet - - — e e e - R
Title LA LEA grants 84.010A 20,000 20,000
1.8, Dept. of Housing and Urban Development
Passed through Utah State;
Pagsed through Hyrum City
CDGB 14.228 B-16-DC-49-0001 30,304 30,304
Total Federal Awards $ 6,386,351

See Independent Auditors’ Report and Notes to Schedule of Expenditures of Federal Awards.
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BEAR RIVER HEAD START, INC.
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended January 31, 2017

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 cach 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 dogs not include matching expenditures.
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BEAR RIVER HEAD START, INC.
Schedule of Findings and Questioned Costs
For the Year Ended January 31, 2017

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
Material weaknesses identified?
Reportable conditions identified
that are not considered to be

material weaknesses?

Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major programs:
Material weaknesses identified?
Reportable conditions identified
that are not considered to be

material weaknesses?

Type of auditors’ report issued on compliance
for major programs:

Any audit findings disclosed that are required

- ~1o be reportedin accordance with section 510(a)

of the Uniform Guidance?

24

Unqualified

No

None Reported

No

None Reported
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BEAR RIVER HEAD START, INC,
Schedule of Findings and Questioned Costs
For the Year Ended January 31, 2017

Identification of major programs:

CEDA Number(s) Name of Federal Program
93.600 2016-2017 Head Start
Dollar threshold used to distinguish
between Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee? Yes

Section IT — Findings Related to the Financial Statements Required to be Reported in
Accordance with Government Auditing Standards

No matters were noted.

Section 111 — 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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BEAR RIVER HEAD START, INC.
Schedule of Prior Audit Findings and Questioned Costs
For the Year Ended January 31, 2017

Section 11 — 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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