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INDEPENDENT AUDITOR’S REPORT 

Board of Directors  
Kids and Company of Linn County 

Report on the Audit of the Financial Statements 

Opinion 
We have audited the accompanying financial statements of Kids and Company of Linn County (the 
“Organization”) which comprise the statements of financial position as of December 31, 2023 and 2022, 
the related statements of activities, functional expenses, and cash flows for the years then ended, and 
the related notes to the financial statements.  

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Organization as of December 31, 2023 and 2022, and the changes in its net 
assets and its cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 

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

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to 
continue as a going concern within one year after the date that the consolidated financial statements 
are issued or available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 
 
In performing an audit in accordance with GAAS and Government Auditing Standards, we: 
  

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

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

 
 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Organization’s internal control. Accordingly, no such opinion 
is expressed.  

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 
 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about the Organization’s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings and certain internal control-related 
matters that we identified during the audit. 
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Supplemental 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 US, Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards, is presented for purposes of additional analysis and is not a required part of the financial 
statements. Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to 
the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated May 14, 2024, 
on our consideration of the Organization’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 solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the 
Organization’s internal control over financial reporting and compliance. 

May 14, 2024 
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KIDS AND COMPANY OF LINN COUNTY
STATEMENT OF FINANCIAL POSITION

December 31, 2023 and 2022

2023 2022

Current assets
Cash and cash equivalents 437,724$          706,503$         
Certificates of deposit 22,140              22,140             
Grants receivable 555,030            293,712           
Prepaid expenses 91,908              70,812             
Right-of-use asset for operating lease, net 844,773            -                       

Total current assets 1,951,575         1,093,167        

Property and equipment, net 3,376,464         3,529,769        

Total assets 5,328,039$       4,622,936       

Liabilities
Accounts payable and accrued expenses 298,449$          336,541$         
Unearned revenue -                         330,089           
Lease liability for operating lease 850,797            -                       

Total liabilities 1,149,246         666,630           

Net assets
Without donor restrictions 4,178,793         3,956,306        

Total liabilities and net assets 5,328,039$       4,622,936$     

LIABILITIES AND NET ASSETS

ASSETS

See notes to financial statements.
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KIDS AND COMPANY OF LINN COUNTY
STATEMENT OF ACTIVITIES

Years Ended December 31, 2023 and 2022

Revenues, gains, and other support
Grants and contributions 9,399,487$       7,933,325$       
In-kind contributions 110,225             115,055             
Fees 19,417               14,367               
Interest 350                    293                    

Total revenues, gains, and other support 9,529,479          8,063,040          

Expenses
Program services 8,575,805          6,994,214          
Management and general 731,187             882,942             

Total expenses 9,306,992          7,877,156          

Change in net assets 222,487             185,884             

Net assets without donor restrictions, beginning of year 3,956,306          3,770,422          

Net assets without donor restrictions, end of year 4,178,793$       3,956,306$       

20222023

See notes to financial statements.
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KIDS AND COMPANY OF LINN COUNTY
STATEMENT OF FUNCTIONAL EXPENSES

Year Ended December 31, 2023

Program Management
Services and General Totals

Payroll and benefits 6,965,448$        471,250$           7,436,698$        
Classroom supplies 68,054 - 68,054 
Rent 123,578             67,279 190,857 
In-kind rent 71,370 38,855 110,225 
Depreciation 157,184             16,117 173,301 
Supplies 150,512             10,029 160,541 
Repairs and maintenance 256,623             18,194 274,817 
Telephone and utilities 133,084             34,730 167,814 
Office 122,698             11,941 134,639 
Food 214,188             - 214,188 
Training 103,682             - 103,682 
Professional services - 43,964 43,964 
Insurance 85,635 8,781 94,416 
Other 25,380 1,229 26,609 
Consultants 21,011 1,925 22,936 
Child medical and dental 10,597 - 10,597 
Travel 66,761 6,845 73,606 
Interest expense - 48 48 

Total expenses by function 8,575,805$       731,187$          9,306,992$       

See notes to financial statements.
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KIDS AND COMPANY OF LINN COUNTY
STATEMENT OF FUNCTIONAL EXPENSES

Year Ended December 31, 2022

Program Management
Services and General Totals

Payroll and benefits 5,727,945$    565,489$       6,293,434
Classroom supplies 73,973           -                     73,973
Rent 71,145           73,206           144,351
In-kind rent 56,706           58,349           115,055
Depreciation 157,038         23,465           180,503
Supplies 137,518         9,943             147,461
Repairs and maintenance 192,046         -                     192,046
Telephone and utilities 53,316           71,955           125,271
Office 106,550         14,888           121,438
Food 148,027         -                     148,027
Training 100,689         9,014             109,703
Professional services -                     45,198           45,198
Insurance 101,787         6,556             108,343
Other 30,144           486                30,630
Consultants 13,751           1,281             15,032
Child medical and dental 3,198             -                     3,198
Travel 20,381           3,045             23,426
Interest expense -                     67                  67                  

Total expenses by function 6,994,214$    882,942$       7,877,156$    

See notes to financial statements.
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KIDS AND COMPANY OF LINN COUNTY
STATEMENT OF CASH FLOWS

Years Ended December 31, 2023 and 2022

2023 2022

Cash flows from operating activities
Change in net assets 222,487$          185,884$          
Adjustments to reconcile change in net assets to

net cash (used in) provided by operating activities:
Depreciation 173,301            180,504            
Lease asset amortization 6,024                -                         

Changes in operating assets and liabilities:
Grants receivable (261,318)           131,594            
Prepaid expenses (21,096)             (5,020)               
Accounts payable and accrued expenses (38,092)             (276,216)           
Unearned revenues (330,089)           330,089            

Net cash (used in) provided by operating activities (248,783)           546,835            

Cash flows from investing activities
Purchases of certificates of deposit (22,140)             (22,140)             
Redemptions of certificates of deposit 22,140              -                         
Purchases of property and equipment (19,996)             (7,207)               

Net cash used in investing activities (19,996)             (29,347)             

Net (decrease) increase in cash and cash equivalents (268,779)           517,488            

Cash and cash equivalents at beginning of year 706,503            189,015            

Cash and cash equivalents at end of year 437,724$          706,503$          

See notes to financial statements.
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

NOTE 1 – NATURE OF OPERATIONS 

Kids and Company of Linn County (Kidco or the Organization), in operation since 1977, is a 
nonprofit, 501(c)(3) organization that is incorporated under the laws of the State of Oregon. The 
primary activity is the operation of regional Head Start and Early Head Start programs in Linn, 
Benton, and Marion Counties, Oregon, that are funded by Department of Health and Human 
Services grants, an Oregon Department of Education grant, and local community contributions. 
The grants are used for full and part-day Head Start and Early Head Start programs that follow 
the school year benefiting a population of approximately 400 children. The Head Start program 
provides comprehensive early childhood development and education services for disadvantaged 
preschool children and their families. 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES 

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

Use of Estimates 
The preparation of financial statements in conformity with U.S. GAAP generally requires 
management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results may differ from those estimates. 

Cash and Cash Equivalents 
The Organization considers all cash and highly liquid financial instruments with original maturities 
of three months or less, and which are neither held for nor restricted by donors for long-term 
purposes, to be cash and cash equivalents. 

Grants Receivable 
Grants receivable, less allowance for uncollectable amounts, are recognized as revenues in the 
period revenue is earned. The allowance is an estimate based on management’s knowledge of 
historical collection rates and current economic conditions. At December 31, 2023 and 2022, 
management has deemed all amounts collectable; therefore, no allowance was established for 
the years then ended. 
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

 
 

 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Property and Equipment 
Property and equipment are recorded at cost or at estimated fair market value at the date of gift. 
Donations of equipment with no donor-imposed time restrictions are reported as support without 
donor restriction. Major additions or improvements and acquisitions of property and equipment 
in excess of $5,000 are capitalized. Expenditures for repairs and maintenance are charged to 
operations as they are incurred. Depreciation is computed using the straight-line method over 
the estimated useful life of the asset. Gains and losses on disposal of property and equipment 
are recorded in the period incurred. The estimated useful lives for building and improvements 
are as follows: 
 
 Buildings 39 years 
 Land improvements 15 years 
 Furniture 7 years 
 Office Equipment 5 years 
 
Impairment of Long-lived Assets 
The Organization reviews long-lived assets for indicators of impairment whenever events or 
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. 
Impairment would be recorded in circumstances where undiscounted cash flows expected to be 
generated by an asset are less than the carrying value of that asset. As of December 31, 2023, 
there were no events or changes in circumstances indicating the carrying amount of long-live 
assets may not be recoverable. 
 
Income Taxes 
Kidco is a nonprofit organization exempt from income tax under Section 501(c)(3) of the Internal 
Revenue Code. Accordingly, no provision for income taxes is included in the accompanying 
financial statements. The Organization files information returns in the U.S. federal jurisdiction 
and the State of Oregon. Management has analyzed the tax positions taken by the Organization, 
and has concluded that, as of December 31, 2023 and 2022, there are no uncertain positions 
taken or expected to be taken that would require recognition of a liability or disclosure in the 
financial statements. The Organization is subject to routine audits by taxing jurisdictions; 
however, there are currently no audits for any tax periods in progress.  
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

 
 

 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Net Assets 
Net assets, revenues, gains and losses are classified based on the existence or absence of 
donor or grantor-imposed restrictions. Accordingly, the Organization’s net assets and changes 
therein are classified and reported as follows: 
 

Net assets without donor restrictions – Net assets that are not subject to donor-imposed 
restrictions and that may be expendable for any purpose in performing the primary objectives 
of the Organization. 
 
Net assets with donor restrictions – Net assets subject to donor- (or certain grantor-) imposed 
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that 
will be met by the passage of time or other events specified by the donor. Other donor-
imposed restrictions are perpetual in nature, where the donor stipulates that resources be 
maintained in perpetuity. When a donor restriction expires, that is, when a stipulated time 
restriction ends or purpose restriction is accomplished, net assets with donor restrictions 
are reclassified to net assets without donor restrictions and reported in the statement of 
activities as net assets released from restrictions. 

 
Revenue Recognition 
Revenues for Kidco primarily consist of grants awarded by federal and state agencies. 
Management has determined that these sources of revenue are most appropriately classified as 
conditional contributions, and therefore, revenue is recognized as conditions are met, which is 
typically when services are performed. Amounts received prior to incurring qualifying expenses 
are reported as unearned revenue in the statement of financial position. 
 
Grants and Contributions – Grants and other contributions of cash are reported as support without 
donor restriction unless those amounts are received with donor restrictions that limit use. All 
donor-restricted support is reported as an increase in net assets with donor restrictions. When 
a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is 
accomplished), the net assets with donor restrictions are reclassified as net assets without 
donor restriction and reported in the statements of activities as net assets released from 
restriction. Contributions received with donor-imposed restrictions that are satisfied within the 
same reporting period are reported as support without donor restrictions and increase net assets 
without donor restrictions. 
 
In-kind Contributions – In-kind contributions represents estimated market value of the facilities 
that are provided to Kidco for program activities below market value. For the years ended 
December 31, 2023 and 2022, the value was determined by calculating a value per square foot 
of a comparable, commercially available rental space and applying that rate to each rented 
facility’s square footage. 
 
Volunteer assistance received by the Kidco Head Start program is required as a part of a 
matching requirement under the Department of Health and Human Services grant. These 
volunteer services are not recognized in the accompanying financial statements because the 
criteria for recording these contributed services under U.S. GAAP has not been met.  
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

 
 

 

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Allocation of Functional Expenses 
The costs of providing program and other activities have been summarized on a functional basis 
in the statement of activities. The statement of functional expenses present the natural 
classification detail of expenses by function. Accordingly, certain costs have been allocated 
among program and general and administrative activities benefited. In-direct salaries, payroll 
taxes and employee benefits are allocated based on an estimation of time and effort, 
depreciation is allocated based on usage, and travel is based on staff allocation.  
 
Leases 
In February 2016, the FASB issued ASC Topic 842, Leases, to increase transparency and 
comparability among organizations related to their leasing arrangements. The Update requires 
lessees to recognize most leases on their balance sheets as a right-of-use (ROU) asset 
representing the right to use an underlying asset and a lease liability representing the obligation 
to make lease payments over the lease term, measured on a discounted basis. Topic 842 also 
requires additional disclosure of key quantitative and qualitative information for leasing 
arrangements. Similar to the previous lease guidance, the update retains a distinction between 
finance leases (similar to capital leases in Topic 840, Leases) and operating leases, with 
classification affecting the pattern of expense recognition in the income statement. The 
Organization adopted Topic 842 on January 1, 2022, using the optional transition method to the 
modified retrospective approach, which eliminates the requirement to restate the prior-period 
financial statements. Under this transition provision, the Organization has applied Topic 842 to 
reporting periods beginning on January 1, 2022, while prior periods continue to be reported and 
disclosed in accordance with the Organization’s historical accounting treatment under 
ASC Topic 840, Leases. 
 
The Organization determines if an arrangement is or contains a lease at inception, which is the 
date on which the terms of the contract are agreed to, and the agreement creates enforceable 
rights and obligations. A contract is or contains a lease when (i) explicitly or implicitly identified 
assets have been deployed in the contract and (ii) the Organization obtains substantially all of 
the economic benefits from the use of that underlying asset and directs how and for what purpose 
the asset is used during the term of the contract. The Organization also considers whether its 
service arrangements include the right to control the use of an asset. 
 
The Organization made an accounting policy election available under Topic 842 not to recognize 
ROU assets and lease liabilities for leases with a term of 12 months or less. For all other leases, 
ROU assets and lease liabilities are measured based on the present value of future lease 
payments over the lease term at January 1, 2022 for existing leases upon the adoption of Topic 
842. The ROU assets also include any initial direct costs incurred and lease payments made at 
or before the commencement date and are reduced by any lease incentives. To determine the 
present value of lease payments, the Organization made an accounting policy election available 
to non-public companies to utilize a risk-free borrowing rate, which is aligned with the lease term 
at the lease commencement date (or remaining term for leases existing upon the adoption of 
Topic 842). 
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

 
 

 

NOTE 3 – AVAILABILITY AND LIQUIDITY 
 
The following table reflects the Organization’s financial assets as of December 31,:  

 
  2023   2022  

Financial assets:  
Cash and cash equivalents $ 437,724 $ 706,503 
Certificates of deposit  22,140  22,140 
Grants receivable  555,030  293,712 

 
 Financial assets available to meet general 

expenditures over the next twelve months $ 1,014,894 $  1,022,355 
 

 
The Organization manages its liquidity and follows three guiding principles: operating within a 
prudent range of financial soundness and stability, maintaining adequate liquid assets to fund 
near-term operating needs, and maintaining sufficient reserves to provide reasonable assurance 
that long-term obligations will be discharged. 
 
 

NOTE 4 – INVESTMENTS AT FAIR VALUE 
 

The Organization reports certain assets and liabilities at fair value in the financial statements. 
Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction in the principal, or most advantageous, market at the 
measurement date under current market conditions regardless of whether that price is directly 
observable or estimated using another valuation technique. Inputs used to determine fair value 
refer broadly to the assumptions that market participants would use in pricing the asset or 
liability, including assumptions about risk. Inputs may be observable or unobservable.  
 
Observable inputs are inputs that reflect the assumptions market participants would use in 
pricing the asset or liability based on market data obtained from sources independent of the 
reporting entity. Unobservable inputs are inputs that reflect the reporting entity’s own 
assumptions about the assumptions market participants would use in pricing the asset or liability 
based on the best information available. A three-tier hierarchy categorizes the inputs as follows: 
 

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the Organization can access at the measurement date. 

 
Level 2: Inputs other than quoted prices included within Level 1 that are observable for 

the asset or liability, either directly or indirectly. These include quoted prices for 
similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in markets that are not active, inputs other than 
quoted prices that are observable for the asset or liability, and market-
corroborated inputs. 
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

 
 

 

NOTE 4 – INVESTMENTS AT FAIR VALUE (Continued) 
 
Level 3: Unobservable inputs for the asset or liability. In these situations, the 

Organization develops inputs using the best information available in the 
circumstances. 

 
The fair value hierarchy also requires an entity to maximize the use of observable inputs and 
minimize the use of unobservable inputs when measuring fair value, which is the Organization’s 
policy. 
 
The Organization’s investments are in certificates of deposit and are measured at fair value on a 
recurring basis and are level 2 in the fair value hierarchy as they are valued using observable 
inputs and quoted prices for similar assets.  

 
 
NOTE 5 – PROPERTY AND EQUIPMENT 

 
Property and equipment consisted of the following as of December 31: 
 

  2023   2022  
 
Land $ 240,129 $ 240,129 
Buildings and building improvements  4,554,026  4,554,026 
Vehicles  1,042,048  1,042,048 
Furniture and equipment   405,253  385,257 
 
  6,241,456  6,221,460 
Less accumulated depreciation  (2,864,992)  (2,691,691) 
 
 $ 3,376,464 $ 3,529,769 

 
 

NOTE 6 – OPERATING LEASES 
 

The Organization has two operating leases for buildings used in operations. In addition, certain 
leases contain termination options, where the rights to terminate are held by either the 
Organization, the lessor or both parties. These options to extend or terminate a lease are 
included in the lease terms when it is reasonably certain that the Organization will exercise that 
option. The Organization’s operating leases do not contain any material restrictive covenants or 
residual value guarantees. 

  
  

14



KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

 
 

 

NOTE 6 – OPERATING LEASES (Continued) 
 

Future undiscounted cash flows for the operating leases for each year until the maturity of the 
leases and a reconciliation to the lease liability recognized on the statement of financial position 
are as follows as of December 31, 2023: 
 

 Year Ending  
 June 30,  
 
 2024  $ 154,503 
 2025   159,749 
 2026   165,184 
 2027   170,814 
 2028   129,225 
 Thereafter   243,973 
 

  Total lease payments  1,023,448 
 Less: imputed interest  (172,651) 

 
 Lease liability for operating leases $ (850,797) 

 
 
NOTE 7 – DONATED MATERIALS AND SERVICES 

 
Donated facilities recorded as in-kind revenue for the years ended December 31, 2023 and 
2022, amounted to $110,225 and $115,055, respectively. Value was determined by calculating 
a value per square foot of a comparable, commercially available rental space, and applying that 
rate to each rented facility’s square footage. These expenses were used in the program services 
and management and general as detailed in the statement of functional expenses. 
 
 

NOTE 8 – DEFINED CONTRIBUTION RETIREMENT PLAN 
 
The Organization established a 403(b) pension plan for full-time employees who meet minimum 
service requirements. The contribution percentage for all eligible employees is 3% of the 
employee’s salary, regardless of whether or not the employee contributes to the pension plan. 
In addition, the Organization matches 50% of employee deferrals up to 2% of employee salaries. 
Effective July 1, 2007, after an employee has been employed for 18 years, the Organization 
increases its matching percentage by one-half of one percent each year, capping at 26 years of 
service. For the years ended December 31, 2023 and 2022 contributions to the pension plan 
amounted to $217,092 and $215,162, respectively. Employer paid contributions vest over a 
period of 5 years.  
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KIDS AND COMPANY OF LINN COUNTY 
NOTES TO FINANCIAL STATEMENTS 

 

NOTE 9 – CONCENTRATIONS AND CONTINGENCIES 

The Organization receives a substantial amount of its funding from government sources, 
principally funds passed through federal and state agencies. During the years ended December 
31, 2023 and 2022, 99% of the Organization’s revenue was received from governmental 
agencies. As of December 31, 2023 and 2022, 100% of accounts receivable was from 
government agencies. 

Certain amounts received under contract with various state and federal agencies are subject to 
audit and adjustment by the contracting agencies. Any expenditures or claims disallowed as a 
result of such audits would become a liability to the Organization. Management believes that 
these adjustments, if any, would not have a significant impact on the financial position or the 
change in net assets of the Organization.  

NOTE 10 – RISKS AND UNCERTAINTIES 

The Organization manages deposit concentration risk by placing cash and money market 
accounts with financial institutions believed by the Organization to be creditworthy. At times, 
amounts on deposit may exceed insured limits or include uninsured investments in money market 
and mutual funds. To date, the Organization has not experienced losses in any of these accounts. 

NOTE 11 – SUBSEQUENT EVENTS 

Management has evaluated subsequent events through the date that the financial statements 
were available to be issued May 14, 2024, and determined there were no events that occurred 
that required disclosure. No subsequent events occurring after this date have been evaluated for 
inclusion in these financial statements. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Directors 
Kids and Company of Linn County 

We have audited, 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 (Government Auditing Standards), the financial 
statements of Kids and Company of Linn County (the “Organization”), which comprise the statement of 
financial position as of December 31, 2023, the related statements of activities, functional expenses, 
and cash flows for the year then ended, and the related notes to the financial statements, and have 
issued our report thereon dated May 14, 2024. 

Report on Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the Organization’s 
internal control over financial reporting (“internal control”) as a basis for designing audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of 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. 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 and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. 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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Report on Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the Organization’s financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the financial 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.  

May 14, 2024 



 

 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND REPORT ON 
INTERNAL OVER CONTROL COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

Board of Directors 
Kids and Company of Linn County 

Report on Compliance for Each Major Federal Program 

Opinion on Each Major Federal Program 
We have audited Kids and Company of Linn County’s (the “Organization”) compliance with the types of 
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could 
have a direct and material effect on each of the Organization’s major federal programs for the year ended 
December 31, 2023. The Organization’s major federal programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs.  

In our opinion, the Organization complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended December 31, 2023.  

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

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

Responsibilities of Management for Compliance 
Management is responsible for compliance with the requirements referred to above and for the design, 
implementation, and maintenance of effective internal control over compliance the requirements of laws, 
statutes, regulations, rules and provisions of contracts or grant agreements applicable to the 
Organization’s federal programs.  
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Auditor’s Responsibilities for the Audit of Compliance 
Our objectives are to obtain reasonable assurance about whether material noncompliance with the 
compliance requirements referred to above occurred, whether due to fraud or error, and express an 
opinion on the Organization’s compliance based on our audit. Reasonable assurance is a high level of 
assurance but not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect 
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from 
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance 
requirements referred to above is considered material, if there is a substantial likelihood that, individually 
or in the aggregate, it would influence the judgment made by a reasonable user of the report on 
compliance about the Organization’s compliance with the requirements of each major federal program 
as a whole. 

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform 
Guidance, we  

exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in 
internal control over compliance that we identified during our audit. 
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Report on Internal Control over Compliance 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or a 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 
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all 
deficiencies in internal control over compliance that might be material weaknesses or significant 
deficiencies in internal controls over compliance. Given these limitations, during our audit, we did not 
identify any deficiencies in internal controls over compliance that we consider to be material 
weaknesses, as defined above. However, material weaknesses or significant deficiencies may exist that 
have not been identified.  

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

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

May 14, 2024 
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Section I – Summary of Auditors' Results 

Financial Statements 

Type of report the auditor issued on whether the financial statements were 
 prepared in accordance with GAAP: Unmodified 

Internal controls over financial reporting: 

Material weakness(es) identified? No 

Significant deficiency(ies) identified? None reported

Noncompliance material to financial statements noted? No 

Federal awards 

Internal control over major federal programs: 

Material weakness(es) identified? No 

Significant deficiency(ies) identified? None reported 

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

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

Identification of major federal programs: 

Assistance Listing Number Name of Federal Program or Cluster 
93.600 Head Start 

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

Auditee qualified as a low-risk auditee? Yes 

Section II – Financial Statement Findings 

None reported. 

Section III – Federal Award Findings and Questioned Costs 

None reported. 
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Federal
Assistance Pass-through

Listing Grantor’s
Number Number Expenditures

U.S. Department of Health & Human Services

Head Start and Early Head Start 93.600 4,727,182$       
COVID 19 Head Start – American Rescue Plan 93.600 43,520 

Total U.S. Department of Health & Human Services 4,770,702         

U.S. Department of Agriculture
Passed through Oregon State Department of Education

Child and Adult Care Food Program 10.558 90102 221,453 

Total Federal Expenditures 4,992,155$       

Federal Grantor/Program Title

2
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NOTE 1 – BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the 
federal award activity of Kids and Company of Linn County (the “Organization”) under programs 
of the federal government for the year ended December 31, 2023. The information in this 
Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit 
Requirements for Federal Awards (“Uniform Guidance”). Because the Schedule presents only a 
selected portion of the operations of the Organization, it is not intended to and does not present 
the financial position, changes in net assets, or cash flows of the Organization.  

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, 
wherein certain types of expenditures are not allowable or are limited to reimbursement. 

NOTE 3 – INDIRECT COST RATE 

The Organization has elected not to use the 10 percent de minimis indirect cost rate as allowed 
under the Uniform Guidance. 


