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Independent Accountants’ Report on Financial Statements’
and Supplementary Information ' -

LINC Commissioners

and Finance Commitice
Greater K.C. LINC, Inc.
Kansas City, Missouri

We have audited the accompanying statements of financial position of Greater K.C. LINC, Inc. (LINC) as of
June 30, 2009 and 2008, and the related statements of activities, functional expenses and cash flows for the
years then ended. These financial statements are the responsibility of LINC’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
Ametica and the standards applicable to financial audits contained in Government Auditing Standurds, issued by
the Compirolier 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 of material misstatement, An audii
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial state-
ments, An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits pro-
vide a reasonable basis for our opinion.

In our opinion, the financial statements referred fo above present fairly, in all material respects, the financial posi-
tion of Greater K.C, LINC, Inc, as of June 30, 2009 and 2008, and the changes in its net assets and its cash
flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

As discussed in Note 3, in 2009 LINC changed it’s method of accounting for fair market value measuremeats :
in accordance with statement of Financial Accounting Standards No, 157, :

In accordance with Government Auditing Standards, we have also issued our report dated November 17, 2009, on
our consideration of LINC’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, confracts and grant aprecments and other matters. The purpose of that repori is to
describe the scope of our testing of internal control over financial reporiing and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or ot compliance, That report is
an integral part of an audit perfonned in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit. N
e ' "

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole, The accompanying schedule of expenditures of federal awards required by U.S, Office of
Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the procedures applied in the audits of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

BKD, Lee

Kansas City, Missouri
November 17, 2009

Praxity.

MEMBER !
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Greater K.C. LINC, Inc.

Statements of Financial Position
June 30, 2009 and 2008

Assets
2009 2008
Current Assets
Cash and cash equivalents $ 1,801,185 $ 2,388,270
Accounts and grants receivable, net of allowance 779,361 271,237
Prepaid expenses 50,403 116,160
Total current assets 2,630,949 2,775,667
Assets Limited As To Use E
Externally restricted : - A
Cash and cash equivalents 683,169 676,046 )
Reserves for underfunded community initiatives
Investments 5,845,414 6,827,919
Total assets limited as to use 6,528,583 7,504,565 :
Property and Equipment Tk A4
Property and equipment 1,693,532 - 2,179,640
Less accumulated depreciation ) 1,281,421 + & 1,555,232
Total property and equipment 412,111 624,408
Total asscts $ 9,571,643 $ 10,904,640
Liabilities and Net Assets .
2009 2008 ' i
Current Liabilities ' : o z
Accounts payable . % 775,392 1§ 1,093,862 »
Accrued payroll and benefits 1,347,527 964,057
Accrued expenses 280,879 404,848
Total current liabilities 2,413,798 2,462,767
Net Assets : L
Unrestricted 4,292,707 ¢ 5,874,844
Temporarily restricted 2,865,138 . 2,567,029 :
Total net assets : | 7,157,845 . 8,441,873 1
Total liabilities and net assets $§ 9,571,643 $ 10,904,640 oy

See Noles fo Financial Statements ‘ - o 2
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Greater K.C. LING, Inc.

Statements of Cash Flows
Years Ended June 30, 2009 and 2008

2009 2008
Operating Activities
Change in net assets § (1,284,028) $ 625,083
Items not requiring (providing) cash
Depreciation 218,603 177,086
Gifts in-kind - (568,482)
Net unrealized and realized (gain) loss on investments 1,054,222 802,477
Net loss on disposal of fixed assets 1,819 -
Changes in ¥
Accounts and granis receivable (508,124) (91,876) "
Prepaid expenses - 65,757 9,352
Accounts payable and accrued expenses {(48,969) 567,467
Net cash provided by (used in) operating activities {500,720) 1,521,107
Investing Activities
Purchase of property and equipment (8,125) (95,622) .
Proceeds from sale of invesiments ' 8,318,832 7,058,778 @‘
Purchase of investments {8,390,549) {8,061,835) :
Net cash used in investing activities (79,842) {1,098,679)
Inerease (Decrease) in Cash and Cash Equivalents (580,562) 422,428
Cash and Cash Equivalents, Beginning of Year 1.3,06“‘4.,916 | 2,642,488
Cash and Cash Equivalents, End of Year - $ 2,484,354 $ 3,064,916
Reconcitiation of Cash and Cash Equivalenis to the
Statements of Financial Position
Cash and cash equivalents $ 1,801,185 $ 2,388,270
Cash in assets limited as to use ' o : N
Externally restricted 683,169 676,646
"Total Cash and Cash Equivalents - % 2484354 $ 3,064,916

See Notes to Financial Statements . 6




Greater K.C, LINC, Inc.

Notes to Financial Statements
June 30, 2009 and 2008

Note 1:  Nature of Operations and Summary of Significant Acco'_uﬁting"_i’olic'ies ﬁ

Nature of Operations

Greater K.C. LINC, Inc. (Local Investment Commission or LINC) is a Missouri not-for-profit
organization, It is a citizen-driven community collaborative involving efforts by the State of Missouri
to work with neighborhood leaders, as well as other citizens, business, civic and labor leaders
to improve the lives of its children and families in Jackson, Clay and Platte counties in Mis-
souri, including Kansas City, Missouri.

LINC works to create better communities by building stronger families, stronger schools and

stronger neighborhoods, LINC maximizes resources by collaborative planning, leveraging in-kind
services in iow-income neighborhoods, and through the use of information technologies to support _
decision-making, planning and service delivery. -

LINC is involved in a variety of community efforts and partnerships. Its areas of concentration
include: children and families, aging, health care, housing, school-linked services, welfare reform
and business development, LINC is also involved in initiatives to provide employment to those on
welfare, create new business in the central city, improve the delivery of human services and help
improve the lives of families and children. :

LINC also is the community partnership selected by the State of Missouri to administer the area’s
“Caring Comununities” fund, an initiative created by eight State departments — Social Services,
Mental Health, Health, Labor, Public Safety, Education, Corrections and Economic Development —
to support and develop school-linked, neighborhood-based, services. The fund is used to support
services at selected schools where interest is shown by parents, neighbors and the school principal,
The effort involves 46 schools in 7 school districts, plus several Kansas City, Missouri area charter
schools. The school-linked services are part of a larger effort to develop comprehensiye integrated
neighborhood services through neighborhood involvemen, professmnal development and change
management. See www.kclinc.org for more information. ;

Caring Communities
Helping Students, Parents and Neighbors

LINC provides support for school and neighborhood services in multiple school districts. Ma-
Jor efforts include operating out-of-school programs in area districts and charter schools, imple-
menting federal 21st Century Community Learning Center grants, and operating the area’s
Community Partnership initiative. Other smaller, similar programs are also included in the cate-
gory, _ . e

21st Century Community Learning Centers (21CCLC}

Funds from a grant from the Missouri Department of Elementary and Secondary Education are being
used over a five-year period to provide after-school academic enrichment, youth involvement and
expanded parent and community involvement at five local schools. Significant effort is placed on
youth development activitics and project leaming to prepare middle and hlgh school students for s
graduation. o !l G ‘

i I'Eli(*'
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Greater K.C. LINC, inc.

Notes to Financial Statements
June 30, 2009 and 2008

In total, at June 30, 2009 and 2008, there were 46 and 52 Caring Community sites, respectively.

Health and Child Welfare Initiatives
Chiid Welfare: Protecting Children & Youth

LINC is actively involved in addressing community child welfare issues, These programs improve
outcomes for (and exfends services (o) at-risk families, particularly those at risk for child abuse and
neglect. Emphasis is put on enhancing community awareness and training, and developing data
systems to support better service delivery by the state child welfare agency. These efforts also
include:

— Coordinating a regional effort to work with teenage foster children who are leaving the system .
— Other child welfare services :

Health Initiatives

These programs improve outcomes for {and extends services to) at-risk, under served youths
and their families, particularly those without ready access to health services and/or insurance. :
Close relationships with entities such as Kansas City Quality Improverment Consortium (KCQIC)
and the Area Health Education Center (AHEC) leverage resources to create broader opportumtles for
service.

Other Initiatives -
Educare

This program is designed to enhance the early childhood development of children between the
ages of zero 1o three years old. The program offers training, educational resources and home visits
to family care providers located in Jackson, Clay and Platte County, Mlssouri and addresses core
competencies for early care and education professionals, P

Early Childhood S T

Collaborating with many community partners, this initiative is designed to increase the quality and
availability of child care within the urban core by providing (a) technical assistance to area early
education professionals, (b) extensive resources and support to area child care prograins that are
working to achieve national accreditation, and (c) other benefits to child care centers working to
improve quality child care as they stay affordable (o families. One element of this initiative re-
wards early education teachers for professional development through wage mcreases and other in-
centives to attract and retain qualified staff as well, .

Welfare-to-Work Initiatives ATRERER TR

Under the Welfare-to-Work program, LINC is responsible for serving the unemplii!)'(éd and un-
deremployed adults in Kansas City and Jackson County, Missouri by developing, planning, con-
tracting and monitoring community-based welfare-to-work systems. The system focuses on job
retention issues including: child care, job readiness, personal skills, employer training and public
transportation,




Greater K.C.LINC,Inc.

Notes to Financial Statements
June 30, 2009 and 2008

Data

LINC data and research initiatives support planning and service delivery, promote accountability,
and assist volunteers in monitoring outcomes. LINC maintains a current database of assisted
families and individuals, and provides other data support. The result is a system which pro-
vides increasingly accurate and useful applications used internaily as well as outside of LINC.,
Other funding in this category supports part of LINC’s accounting and technology infrastructure.

Other

This category is composed of multiple smaller initiatives that represent LINC taking advantage of
unique regional opportunities for the underserved population. These initiatives support health,
education and family stability, and initiatives that benefit the community,

Use of Estimates ,
The preparation of financial statements in conformity with accounting principles generally ac-
cepted in the United States of America requires management fo make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabitities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

L
Fiats

Cash Equivalents

LINC considers al! liguid investments with original maturities of three months or less to be cash
equivalents, At June 30, 2009 and 2008, cash equivaleats consisted prnnanly of money market
funds and commercial paper.

The financial institution holding LINC’s cash accounts is participating in the FDIC’s Transaction
Account Guarantee Program, Under that program, through June 30, 2010, all noninterest-bearing
transaction accounts are fully guaranteed by the FDIC for the entire amount in the account, unless
the participating institution opts out of the program by November 1, 2009, :

Effective October 3, 2008, the FDIC’s insurance limits increased to $250,000. The ingrease in fed-
erally insured limits is currently set to expire December 31, 2013, At June 30, 2009, LINC’s cash
accounts exceeded federally insured limits by approximately $684,000. Management is consis-
tently evaluating the financial stability of those institutions and believes the risk of loss is minimal.

Investmenis

Investments in mutual funds and other equity securities and all debt securities are carried at fair
value, Investment income, gains and losses are reflected in the statements of activities as unre-
stricted or temporarily restricted based upon the existence and nature of any donor or legally im-
posed restrictions, i Co




Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2009 and 2008

LINC invests in various investment securities. Investment securities are exposed (o various risks
such as interest rate, market and credit risks. Due to the level of risk associated with certain invest-
ment

securities, it is at least reasonably possible that changes in the values of investment securities will
occur in the near term and that such changes could materially affect the investment portfolio and
the amounts reported in the statements of activities,

Accounts and Grants Receivable

Accounts and grants receivable are stated at the amounts billed under the terms of the contract or grant,
LINC provides an allowance for doubtful accounts, which is based upon a review of outstanding
receivables, historical collection information and existing economic conditions, Delinquent receivables
are written off based on individual credit evaluation and specific circumstances.

Property and Equipment

Property and equipment are recorded at cost. Depreciation is computed using the straight-line
methad over the estimated useful life of each asset.

Accounts Payable

Accounts payable consist of trade and program-related payables incurred by LINC.

Government Grants

Support funded by contracts and/or grants is recognized as LINC performs the confracted ser-
vices or incurs outlays eligible for reimbursement under the agreements. -Certain funds are re-
ceived by LINC to be passed on to eligible agencies in order to complete the purpose of the
contract or grant, Such funds are initialty recorded by LINC as temporarily restricted revenue. Such
funds ave recorded as net assets released from restrictions, upon payment by LINC fo participating
agencies or upon other notification that the restricted purpose has been accomplished, Government
grants are subject to state and federal audits.

Net Assels

Temporarily restricted net assets are those whose use by LINC has been limited by grantor or do-
nor to a specific time period or purpose. When a restriction expires, that is, when a stipulated
time restriction ends or purpose resiriction is accomplished, temporarily restricted net assets are re-
classified to unrestricted net assets and reported in the statements of activities as net assets re-
leased from restrictions.

Income Taxes

Greater K.C. LINC, Inc. is exempt from federal income taxes under Intemél Revenué Code Section
501{c)(3) and a similar provision of the state law., However, LINC would be subject to federal in-
come tax if it incurred any unrelated business income.

RS
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Greater K.C. LINC, Inc.

Notes to Financial Statements I
June 30, 2009 and 2008

Uncertain Tax Positions

In accordance with Financial Accounting Standards Board (FASB) Staff Position No. FIN 48-
3, LINC has elected to defer the effective date of FASB Interpretation No. 48 (FIN 48), de-
counting for Uncertainty in Income Taxes, until its fiscal year ended June 30, 2010. LINC has
continued to account for any uncertain tax positions in accordance with literature that was au-
thoritative immediately prior to the effective date of FIN 48, such as FASB Statement No. 109,
Accounting for Income Taxes, and FASB Statement No. 5, Accounting for Contingencies.

- .it.

Contributions and Grants , | o

LINC reports gifts and funding of cash and other assets as restricted support if they are received
with donor or grantor stipulations that limit the use of the donated assets. When a donor or grantor
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 re-
leased from restrictions. Contributions having donor stipulations which are satisfied in the period
the gift is received are reported as temporarily restricted revenue and then released from restriction.

Functional Allocation of Expenses
The costs of supporting the various programs and other activities have been summarized on a
functional basis in the statements of activities. Certain costs have been allocated among the
program, management and general and fundraising categories.

General, Administrative and Development Expenses

wi e

For the years ended June 30, 2009 and 2008, respectively, LINC’s general admm1strat1ve and
development expenses accounted for 8.7% and 6,8% of LINC’s total expenses. R

Reclassifications

Certain reclassifications have been made to the 2008 financial statements to conform to the 2009
financial statement presentation. These reclassifications had no effect on the total change in net assets.

Subsequent Events

Subsequent events have been evaluated through November 17, 2009 which is the date the ﬁnanmal
statements were available to be issued. : e
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Greater K.C. LINC, Inc.

Notes to Financial Statements .. _ e

June 30, 2009 and 2008

Note 2: Investments

Invesiments at June 30, 2009 and 2008 consisted of the following:

2009 2008
Mutuat funds $ 1,965,835 $ 2,652,623
Exchange traded funds 2,862,499 1,977,032
Money market funds 2,281,581 3,842,867
U.S. government agency securities 516,328 -
Corporate bonds - 809,222

$ 7626243  $ 9,281,744

The above investments are presented on the statements of financial position as follows:

Reconciliation of Investinents to the 2009 2008
Statements of Financial Position
Investments in cash and cash equivalents $ 1,780,829  § 2,453,825
Investments in assets limited as to use PR
Reserves for underfunded community initiatives 5845414 . 6,827,919

§ 7626243 $ 9,281,744

For the years ended June 30, 2009 and 2008, investment return consisted of the following:

2009 5 | 2008
Net realized gains on investments -$ 413 % 7,166
Net unrealized gains on investments (1,054,635) {809,643)
Interest and dividends 89,496 441,585

Total investment return $  (964,726) $ (360,892)

i

B
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Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2009 and 2008

Note 3: Disclosures About Fair Value of Assets and Li'abilities ;

Effective July 1, 2008, LINC adopted Statement of Financial Accounting Standards No. 157, Fair
Falue Measurenments (FAS 157). FAS 157 defines fair value, establishes a framework for measur-
ing fair value and expands disclosures about fair value measurements. FAS 157 has been applied
prospectively as of the beginning of the year/period.

FAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. FAS 157
also establishes a fair value hierarchy which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value The standard de-
scribes three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in active markets that are not active; or other
inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or Habilities

Level 3 Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the assets or labilities -

Following is a description of the valuation methodologies used for instruments measured at fair
value on a recurring basis and recognized in the accompanying statement of financial position, as

well as the general classification of such instruments pursuant to the valuation hlerarchy
; ST TR

Investments

Where quoted market prices are available in an active market, securities are classified within

Level 1 of the valuation hierarchy. Level | securities include mutual funds invested in equity secu-
rities, exchange traded funds and money market funds. If quoted market prices are not available,
then fair values are estimated by using pricing models, quoted prices of securities with similar
characteristics or discounted cash flows. Level 2 securities mclude .S, govemment agency secu-

rities.

The following table presents the fair value measurements of assets and ]iabilitiéé recognized in the
accompanying statement of financial position measured at fair value on a recurring basis and the
level within the FAS 157 fair value hierarchy in which the fair value measurements fall at June 30,

2009;
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Greater K.C. LINC, Inc.

 Notes to Financial Statements
June 30, 2009 and 2008

Fair Value Measurements Using

Quoted Prices

in Active Signiflcant
Markets for Other Significant
Identical Observable  Unobservable
Assets Inputs Inputs
Fair Value (Level 1) {Level 2} {Level 3)
Investments:
Mutal funds S 1,965,835 § 1,965,835 § -5 -
Exchange traded funds 2,862,499 2,862,499 = : - . -
Money market fund 500,752 500,752 ‘ e -
U.S8, governiment agency securities 516,328 : - 516,328 -
5 5845414 5 5,329,086 $ 516,328 $ -
Cash and cash equivalents: '
Money market fund $ 1,780,829 § 1,780,829

Note 4: Accounts and Grants Receivable

Accounts and gi'ants receivable at June 30 consists of the following: L
' 2009 2008

Kansas City, Missouri School District (KCMSD) $ 474,000 $ 4,300,001

Area Health Education Center 37,814 40,946
Missouri Department of Social Services — ' ! : .

Foster Care Transitioning 150,000 74,091

Other programs ' 3 1919 15 254,595

_ ‘ 981,729 " 4,669,633

Less allowance for doubtful accounts 202,368 4,398,396

$ 779,361 $ 271,237

From 1999 to June 2007, the Kansas City, Missouri School District (KCMSD) and LINC had an
agreement under which LINC was compensated in excess of $1,400,000 annually. for providing Before
and After School services at certain KCMSD school sites. The agreement contained a provision
under which it was automatically renewable, absent a specified notice of termination. Services
were provided by LINC through June 2007, KCMSD and LINC were in negotiations concerning
a revised confract prior to May 2007, Due to KCMSD’s failure to pay contracted amounts for the pe-
riod June 2006 through June 2007, LINC terminated the original contract effective June 15, 2007.
KCMSD and LINC settled the dispute during the year ended June 30, 2009 for $1,400,000, and negoti-
ated a new contract which became effective for the 2009 — 2010 school year..

T
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Greater K.C. LINC, Inc. '

Notes to Financlal Statements ...
June 30, 2009 and 2008

Note 5: Temporarily Resfricted Net Assets

Restricted net assets are available for the following purposes at June 30:

2009 2008
Externally restricted by funding agency
Improved or extended services to families and children £ 1,150,416 $ 889,007
Out of Schooi Time Initiative 726,058 164,855
Welfare-to-Work Initiatives 459,957 609,267
Annie Casey Foundation-Child Welfare 166,666 166,666
Child Welfare Initiatives Including Foster Support 86,809 86,809
Family Health Initiatives 220,029 600,179
Various special projects and programs 55,203 50,246 -

$ 2,865,138 '$ 2,567,029

Note 6: Temporarily Restricted Assets Released from Restriction

Net asscts were released from donor or grantor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors or grantors These
amounts reteased are as follows: i -

2009 2008 f}_’?
Expenses incurred on behalf of ' &
Caring Communities $ 978,116 $ 1,064,140 s
Welfare-to-Work Initiatives 149,321 43,172
Child Welfare Initiatives Including Foster Support 497,718 147,000
Community Partnership Initiatives _ 55432 - 214,082
Before and After School Program 164,855+ 141,238 .-
Other special projects and programs 383,628 . 281,010

'$ 2229070 S 1,890,642

el g»
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Greater K.C. LINC, Inc.

Notes to Financial Statements ——
June 30, 2009 and 2008

Note 7: Operating Lease

LINC has entered into a noncancellable operating lease for oftice space, which expires during calen-
dar year 2012, Rental expense under all leases amounted to $190,059 and $180,547 for the years
ended June 30, 2009 and 2008, respectively,

Future minimum lease payments for operating leases at June 30, 2009 are as follows:

2010 $ 160,793

2011 _ 165,665 -
2012 ' 170,538
2013 . . 170,538

3 667,534

Note 8: 401(k) Retirement and Savings Plan

LINC has a defined contribution plan that covers substantially all full-time employees of LINC
who have attained the age of 18 and are eligible to participate after 12 months of service. The Plan
is subject to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA).

Participants may contribute up to 100% of their annual compensation, as defined in the Plan, subject to
certain Internal Revenue Code limitations, LINC matches 50% of the employees], voluntary contribu-
tions up to a maximum employer coniribution of 2.0% of cligible gross wages. LINC also makes addi-
tional contributions of 7.5% of eligible gross wages, of which 3% is considered “qualificd non-
elective contributions” (QNEC). Participants’ interests vest over a period of two to five years of
service for the additional contributions from LINC and immediately in employee salary deferral contri-
butions, QNEC and LINC matching contributions.

LINC’s contributions for both years ended June 30, 2009 and 2008 were $283,000.

T

Note 9: State-Funded Expenditures

The Missouri Department of Social Services (MDSS) has agreed to provide LINC with funding for
administrative expenses including, but not limited to, cerfain administrative salaries and benefits, rent,
parking space, office supplies, printing and capital assets. LINC remits purchase orders or payment
requests to the MDSS, who pays the invoices directly., Funding is recognized in the statements of
activities as support and expenditures. Such funding and related expend:tures amounted to $4,820
and $5,090 for the years ended June 30, 2009 and 2008, respectlvely :

16




Greater K.C. LING, Inc.

- - Notes to Financial Statements - L
June 30, 2009 and 2008

Note 10: Fundraising Expense

Fundraising and related expenses for the years ended June 30, 2009 and 2008 was $20,846 and
$25,615, respectively.

Note 11: Significant Estimates and Concentrations

Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due fo certain concentratlons Those mat-
ters include the following: :

Revenues

For the years ended June 30, 2009 and 2008, funding under one Missouri Department of Social
Services Contract accounted for 84% and 81% of LINC’s total revenues, gains and other support,
respectively.

General Litigation

LINC is subject to various claims and lawsuits that arose primarily in the ordinary course of its -
activities, If is the opinion of management that the disposition or ultimate resolution’ of such claims
and lawsuits will not have a material adverse effect on the financial position of LINC,

Current Economic Conditions

The current economic environment presents not-for-profit organizations with unprecedented cir-
cumstances and challenges, which in some cases have resulted in large declines in the fair value of
investments and other assets, declines in governmental support, grant revenue, constraints on li-
quidity and difficulty obtaining financing. The financial stalemenis have. been prepared using val-
ues and information currently available to LINC. ' P

Current economic conditions have made it difficult for many donors to continue to contribute to
not-for-profit organizations. A significant decline in governmental support or grant revenue could
have an adverse impact on LINC’s future operating results,

In addition, given the volatility of current economic conditions, the values of assets and liabilities
recorded in the financial statements could change rapidly, resulting in material future adjustments
in investment values, and allowances for contributions receivable that could negatwely lmpact
LINC’s ability to maintain sufficient liquidity. : .
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Greater K.C. LINC, Inc.

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2009

Amount
Cluster/Program Federal Agency/Pass-Through Entity - CFDA# Expended
Twenty-First Century Department of Education/Missouri Department
Community Learning Centers of Elementary and Secondary Education 84287 § 583,378
Model State-Supported Area Department of Health and Huiman Services -
Health Education Centers Health Resource and Service Administration 93,107 61,583

$ 644,961

Notes fo Schedule'

1. This schedule includes the federal awards activity of Greater K.C. LINC, Inc, and is presented
on the accrual basis of accounting. The information in this schedule is presented in accordance
with the requirements of OMB Circular A-133, Audits of States, Local Govermmenis and Non-
Profit Organizations. Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of, the basic financial statements.

2. No federal awards were provided to subrecipients,
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120 W. 12 Street, Suite 1200
11Lp Kansas City, MO 64105-1936

CPAs & Advisors 8162216300 Fax £16.221.6330 wwwbkd.com

Independent Accountants’ Report on Internal Control Over:

Financial Reporting and on Compliance and Other Matters

Based on an Audit of the Financial Statements Performed
in Accordance with Government Auditing Standards

LINC Commissioners
and Finance Committee

Greater K.C. LINC, Inc,

Kansas City, Missouri

We have audited the financial statements of Greater K.C, LINC, In¢, as of and for the year ended June 30,
2009, and have issued our report thereon dated November 17, 2009, which contained an explanatory para-
graph regarding a change in accounting principles. 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 Comptrolter General of the United
States. :

internal Control Over Financial Reporting :

In planning and performing our audit, we considered the LINC’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the finan-
cial statements, but not for the purpose of expressing an opinion on the effectivengss of LINC’s internal
conirol over financial reporting. Accordingly, we do niot express an opinion on the eﬂ'ectweness of LINC’s
internal control over financial reporting, :

A control deficiency 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 misstate- g
ments on a timely basis. A significant deficiency is a control deficiency, or a combination of control de- i
ficiencies, that adversely affects LINC’s ability to initiate, authorize, record, process or report financial
data reliably in accordance with generally accepted accounting principles such that there is more than a re-
mote likelihood that a misstatement of the LINC’s financial statements that is more than mconsequent1al will
not be prevented or detected by the LINC’s internal control, : = .

A material weakness is a significant deficiency, or a combination of significant dcﬁéiehcieé, that results
in more than a remote likelihood that a material misstatement of the financial statements witl not be pre-
vented or detected by the LINC’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that

might be significant deficiencies or material weaknesses, We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses as defined above, )

il
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LINC Commissioners

and Finance Cominittee
Greater K.C. LINC, Inc.
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether LINC’s financial statements are free of 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 un-
der Govermment Auditing Standards,

We nofed certain matters that we reported to LINC’s management in a separate letter dated November 17,
2009.

This report is intended solely for the information and use of the Board of Commissioners, Finance
Committee, management and others within LINC and federal awarding agencies and'is not mtended to be
and should not be used by anyone other than these specified parties. :

BKD, Lep

Kansas City, Missouri
November 17, 2009
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120 W, 12% Street, Suite 1200
Kansas City, MO 64105-1936

CPAs & Advisors  $16.220.6300 Fax 816.221.6380 wwbkd com

Independent Accountants’ -Report
on Compliance and Internal Control Over Compliance
with Requirements Applicable to Major Federal Awards Programs

LINC Comunissioners
and Finance Commiittee

Greater K.C. LINC, Inc.

Kansas City, Missouri

Compliance

We have audited the compliance of Greater K.C. LINC, Inc. with the types of compliance requirements
described in the U.S, Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to its major federal program for the year ended June 30, 2009, LINC’s major federal
program is identified in the summary of auditors’ results section of the accompanying schedule of find-
ings and questioned costs, Compliance with the requirements of laws, regulations, contracts and grants appli-
cable to its major federal program is the responsibility of LINC’s management. Our responmbzhty is to '
express an opinion on the compliance of Greater K.C. LINC, Inc. based on our audlt '

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 OMB Circular A-133, Audits of
States, Local Govermmnents, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have g direct and material ef-
fect on a major federal program occurred, An audit includes examining, on a test basis, evidence about -
LINC’s compliance with those requirements and performing such other procedures as we considered nec-
essary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on LINC’s compliance with those requirements.

In our opinion, Greater K.C. LINC, Inc. complied, in all material respects, with the requirements referred
to above that are applicable to its major federal program for the year ended June 30, 2009,

i”%‘ii " n‘"[i m'*-- oo

Internal Control Over Compliance . LR

The management of Greater K.C. LINC, Ing. is responsible for establishing and ma:ntammg effective
internal control over compliance with the requirements of laws, regulations, contracts and grants applica-
ble to federal programs. In planning and performing our audit, we considered LINC’s internal control
over compliance with the requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, 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 LINC’s mtemal control over

compliance. . i
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LINC Commissioners

and Finance Committee
Greater K.C. LINC, Inc. '
Page 2 :

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a confrol does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than

a remobe likelihood that noncomphiance with a type of compliance requirement of a federal program that
is more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resulis in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

Qur consideration of the internal control over compliance was for the limited purpose deseribed in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above,

This report is intended solely for the information and use of the Board of Commissioners, Finance
Committee, management and federal awarding agencies and is not intended to be and should not be used
by anyone other than these specified parties.

BKD, Lup

Kansas City, Missouri : e
November 17, 2009 f ke
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Greater K.C. LINC, Inc.
Schedule of Findings and Questioned Costs
Year Ended June 30, 2009

Summary of Auditors’ Results
1, The opinion expressed in the independent accounfants’ report was:

Unqualified i Qualified [ ] Adverse [[] Disclaimed

2, The independent accountants’ report on internal control over financial reporting described:

Significant deficiency(ies) noted considered material weak- D Yes X] No
ness(es)? .
Significant deficiency(ies) noted that are not considered tobea 7] yes X No 1

material weakness?

3. Noncompliance considered material to the financial statements [ Yes No
wag disclosed by the audit?

4. The independent accountants’ report on internal control over compliance with requirements applica-
ble to major federal awards programs described:

Significant deficiency(ies) noted considered material weakness(es)? [ ] yes No ‘ "1

‘ A
Significant deficiency(ies) noted that are not considered to be a [] Yes No g
material weakness? . '

5. The opinion expressed in the independent accountants® report on compliance with requirements
applicable to major federal awards was:

Unqualified [] Qualified [] Adverse 'l Disclaimeq

6. The audit disclosed findings required to be reported by OMB .
Circular A-133? [ Yes No

7. LINC’s major program was:
Cluster/Program CFDA Number

Twenty-First Century Community Learning Centers , . B4.287

8. The threshold used to distinguish between Type A and Type B programs as those terms afé defined in
OMB Circular A-133 was $300,000.

9. LINC qualified as a low-risk auditee as that term is defined in Yes - [ |No
OMB Circular A-1337?
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Greater K.C. LINC, Inc.

Schedule of Findings and Questioned Costs {Continued)
Year Ended June 30, 2009

Findings Required to he Reported by Government Auditing Sfandards

Reference Questioned
Number Finding Costs

No matters are reportable.

Findings Required to be Reported by OMB Circular A-133

Reference Questioned
Number Finding Costs

No matters are reportable.

il
N
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Greater K.C. LING, Inc.

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2009

Reference
Number Summary of Finding

Status

No findings in prior year.
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