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Independent Auditor’'s Report

LINC Commissioners
and Finance Committee

Greater K.C. LINGC, Inc.

Kansas City, Missouri

Report on the Financial Statements

We have audited the accompanying financial statements of Greater K.C. LINC, Inc. (LINC), which comprise
the statements of financial position as of June 30, 2016 and 2015, and the related statements of activities,
functional expenses and cash flows for the years then ended, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility isto 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
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

mi sstatement.

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

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

Praxit 3(.1'.
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Opinion

In our opinion, the financial statements referred to above present fairly, in al materia respects, the financial
position of Greater K.C. LINC, Inc. as of June 30, 2016 and 2015, 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.

Supplementary I nformation

Our audits were conducted for the purpose of forming an opinion on the financial statements as awhole.
The accompanying schedule of expenditures of federal awards required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Awards, as listed in the table of contents, is presented for purposes of additional analysisand is
not arequired 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 al material respectsin relation to the financial statements as awhole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 11,
2016, on our consideration of LINC' sinterna control over financia reporting and 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 the internal control over
financial reporting or on compliance. That report isan integral part of an audit performed in accordance
with Government Auditing Standards in considering LINC' sinternal control over financial reporting and
compliance.

BED L

Kansas City, Missouri
November 11, 2016



Greater K.C. LINC, Inc.
Statements of Financial Position
June 30, 2016 and 2015

Assets

Current Assets
Cash and cash equivalents

Accounts and grants receivable, net of allowance

Prepaid expenses
Tota current assets

AssetsLimited AsTo Use

Reserves for underfunded community initiatives

Investments
Total assets limited as to use
Property and Equipment
Property and equipment
Less accumulated depreciation

Tota property and equipment

Total assets

Liabilities and Net Assets

Current Liabilities
Line of credit
Accounts payable
Accrued payroll and benefits
Accrued expenses
Deferred revenue

Total current liabilities

Net Assets
Unrestricted

Total net assets

Total liabilities and net assets

See Notes to Financial Statements

2016 2015
1,667,915 2,734,004
721,378 3,271,321
161,641 110,141
2,550,934 6,115,466
2,952,859 2,989,392
2,952,859 2,989,392
905,613 937,320
850,534 850,961
55,079 86,359
5,558,872 9,191,217
480,000 -
583,364 827,217
1,415,664 1,949,934
49,662 68,886
388,951 -
2,917,641 2,846,037
2,641,231 6,345,180
2,641,231 6,345,180
5,558,872 9,191,217
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Greater K.C. LINC, Inc.

Statements of Activities
Years Ended June 30, 2016 and 2015

Revenues, Gains and Other Support
State and federal contracts and grants
Private contributions and grants
Investment return (10ss)

Other support

Total revenues, gains and other support

Expenses
Program services
Caring Communities
Y outh Devel opment
Childcare Education and Support
Work Skills
Community Assistance

Total program services
General, administrative and development

Total expenses

Changesin Net Assets

Unrestricted Net Assets, Beginning of Year

Unrestricted Net Assets, End of Year

See Notes to Financial Statements

2016 2015
$ 16,593,622 $ 18,469,462
2,839,011 3,783,522
(36,533) 330,038
1,066,602 962,215
20,462,702 23,545,237
12,274,889 12,977,805
1,681,058 1,374,632
588,262 711,839
3,378,986 3,605,925
4,310,124 3,214,194
22,233,319 21,884,395
1,933,332 1,902,992
24,166,651 23,787,387
(3,703,949) (242,150)
6,345,180 6,587,330

$ 2,641,231 $ 6,345,180
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Program extended learning activities
Contracted personnel
Purchase services

Grants, stipends and scholarships
Sdaries

Employee benefits

Supplies

Training

Meetings

Travel and mileage

Events and facilitation services
Postage

Communications

Rents, leases, facility usage and storage
Marketing

Equipment, rental and maintenance
Administrative fees

Professional services

Insurance
Depreciation
Other

Total expense

See Notes to Financial Statements

Greater K.C. LINC, Inc.

Statement of Functional Expenses

Year Ended June 30, 2016

General,
Childcare Total Administrative
Caring Youth Education and Work Community Program and Total

Communities Development Support Skills Assistance Services Development Expenses
$ 211,427 $ - $ - 8 - 8 567 $ 211,994 $ 18,434 $ 230,428
459,551 30,957 - 639,471 42,433 1,172,412 101,949 1,274,361
192,026 966,000 62,263 390,757 282,860 1,893,906 164,687 2,058,593
13,200 25,446 6,387 335,320 2,300 382,653 33,274 415,927
8,979,589 442,734 332,504 1,230,529 1,767,175 12,752,531 1,108,916 13,861,447
1,373,046 116,082 88,290 295,879 446,033 2,319,330 201,681 2,521,011
426,121 2,331 19,238 18,702 19,656 486,048 42,265 528,313
84,253 9,879 23,649 42,454 11,325 171,560 14,918 186,478
27,777 2,595 6,036 1,584 9,309 47,301 4,113 51,414
55,987 30,634 6,013 25,849 22,956 141,439 12,299 153,738
- - 1,334 - 5,165 6,499 565 7,064
1,556 497 780 6,887 15,632 25,352 2,204 27,556
51,071 9,392 7,322 41,584 74,230 183,599 15,965 199,564
8,328 3,426 7,222 97,622 235,711 352,309 30,636 382,945
845 184 - - 1,566 2,595 226 2,821
55,161 10,928 8,743 28,951 146,418 250,201 21,757 271,958
27,565 - - 123,267 - 150,832 13,116 163,948
214,989 27,453 14,490 84,821 681,247 1,023,000 88,957 1,111,957
24,384 - 3,386 - 299,749 327,519 28,480 355,999
- - 559 13,989 14,230 28,778 2,502 31,280
68,013 2,520 46 1,320 231,562 303,461 26,388 329,849
$ 12274889 $ 1,681,058 $ 588,262 $ 3,378,986 $ 4310124 $ 22233319 $ 1933332 $ 24,166,651




Program extended learning activities
Contracted personnel
Purchase services

Grants, stipends and scholarships
Salaries

Employee benefits

Supplies

Training

Meetings

Travel and mileage

Events and facilitation services
Postage

Communications

Rents, leases, facility usage and storage
Marketing

Equipment, rental and maintenance
Administrative fees

Professional services

Insurance
Depreciation

Bad debt expense
Other

Total expense

See Notes to Financial Statements

Greater K.C. LINC, Inc.

Statement of Functional Expenses
Year Ended June 30, 2015

General,
Childcare Total Administrative
Caring Youth Education and Work Community Program and Total

Communities Development Support Skills Assistance Services Development Expenses
$ 224,107 $ - % - 3 - % 359 $ 227,706 $ 19,800 $ 247,506
452,696 23,292 - 718,287 30,476 1,224,751 106,500 1,331,251
183,173 688,620 67,487 553,774 154,335 1,647,389 143,251 1,790,640
15,974 37,966 2,668 379,829 920 437,357 38,031 475,388
9,251,119 412,673 411,261 1,200,962 1,535,628 12,811,643 1,114,056 13,925,699
1,518,135 119,138 118,935 313,721 426,475 2,496,404 217,079 2,713,483
692,199 4,578 19,253 21,053 152,691 889,774 77,372 967,146
74,578 17,419 31,568 11,809 28,766 164,140 14,273 178,413
36,404 5,842 3,114 1,376 8,672 55,408 4,818 60,226
60,132 36,918 5,847 25,547 18,434 146,878 12,772 159,650
- - 7,049 - 7,170 14,219 1,237 15,456
1,678 673 2,553 11,604 19,473 35,981 3,129 39,110
79,429 9,908 13,938 36,175 69,129 208,579 18,137 226,716
8,189 3,317 11,656 97,718 235,296 356,176 30,972 387,148
414 1,072 - - 3,089 4,575 398 4,973
57,096 8,652 12,512 35,843 197,053 311,156 27,057 338,213
33,515 - - 97,725 - 131,240 11,412 142,652
194,029 460 - 76,261 342,827 613,577 53,355 666,932
22,982 - 3,220 - 173,274 199,476 17,346 216,822
- 1,407 627 15,220 19,663 36,917 3,210 40,127
- - - - (392,867) (392,867) (34,162) (427,029)
71,956 2,697 151 9,021 180,091 263,916 22,949 286,865
$ 12977805 $ 1374632 $ 711,839 $ 3,605,925 $ 3214194 $ 21,884,395 $ 1902992 $ 23,787,387




Greater K.C. LINC, Inc.

Statements of Cash Flows
Years Ended June 30, 2016 and 2015

2016 2015
Operating Activities
Changein net assets $ (3,703,949) $  (242,150)
Items not requiring (providing) operating activities cash flows
Depreciation 31,280 40,127
Net unrealized and realized (gains) losses on investments 135,823 (194,558)
Changesin
Accounts and grants receivable 2,549,943 (2,068,286)
Prepaid expenses (51,500) 32,521
Accounts payable and accrued expenses (797,347) 362,197
Deferred revenue 388,951 -
Net cash used in operating activities (1,446,799) (2,070,149)
Investing Activities
Proceeds from sale of investments 40,379 4,200,000
Purchase of investments (139,669) (1,135,480)
Net cash provided by (used in) investing activities (99,290) 3,064,520
Financing Activities
Net borrowings under line-of-credit agreement 480,000 -
Net cash provided by financing activities 480,000 -
Changein Cash and Cash Equivalents (1,066,089) 994,371
Cash and Cash Equivalents, Beginning of Y ear 2,734,004 1,739,633
Cash and Cash Equivalents, End of Year $ 1,667,915 $ 2,734,004
See Notes to Financial Statements 7



Greater K.C. LINC, Inc.
Notes to Financial Statements
June 30, 2016 and 2015

Note 1. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Greater K.C. LINC, Inc. (Local Investment Commission or LINC) is aMissouri not-for-profit
organization. It isacitizen-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 countiesin
Missouri, 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 low-income neighborhoods, and through the use of information technologies to support
decision-making, planning and service delivery.

LINC isinvolved in avariety 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 isalso involved in initiatives to provide employment to those on
welfare, create new businessin the central city, improve the delivery of human services and help
improve the lives of families and children.

LINC aso isthe community partnership selected by the State of Missouri to administer the area’s
“Caring Communities” fund, an initiative created by eight State departments — Social Services,
Mental Health, Health, Labor, Public Safety, Education, Corrections and Economic Development —
to support and devel op 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 principals.
The effort involves 87 sitesin seven school districts, plus several Kansas City, Missouri area
charter schools. The school-linked services are part of alarger effort to develop comprehensive
integrated neighborhood services through neighborhood involvement, professional devel opment
and change management. During 2016, LINC touched the lives of 215,986 individuals through
direct service delivery, recruitment in volunteer activities and engagement in site and community
activities. 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. Major
efforts include building community schools, operating out-of-school programsin area districts and
charter schools, implementing federal 21st Century Community Learning Center grants and
operating the area’s Community Partnership initiative. Other smaller, similar programs are also
included in the category.

In total, as of both June 30, 2016 and 2015, there were 85 and 87, respectively, Caring Community
sites spread across seven school districts, two charter schools and two community centers.



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Out-of-School-Time

Out-of-School-Time programming (also referred to as Before and After School Care) isamajor
programming component for many Caring Communities locations. Currently, 39 school sites offer
LINC-facilities Out-of-School-Time activities to an enrolled program population in excess of 7,447
children. These programs operate each day school isin session during the regular school year, with
summer programming historically offered at a reduced number of sites. In all cases, LINC strives
to work closely with the Site Councils, Districts and individual youth and families to ensure each
site’s programming is supportive of that neighborhood’ s unique needs and goals.

21st Century Community Learning Centers (21CCLC)

Three 21st Century cohorts (six grants) awarded by the Missouri Department of Elementary and
Secondary Education are helping fund after-school academic enrichment, youth involvement and
expanded parent and community involvement at 17 of LINC’ slocal school sites. The academic
component of these grants focus heavily on Science, Technology, Engineering and Math (STEM)
activities, with an equally important emphasis on youth development and project learning
activities. This combination will build student skillsets necessary for success in middle and high
school grade levels and beyond.

Youth Development

Protecting Children & Youth

LINC isactively involved in addressing community child and adolescent issues. These programs
improve outcomes for (and extends services to) at-risk families, particularly those at risk for child
abuse and neglect and those who have been involved with the juvenile court system. Emphasisis
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:

e Coordinating aregional effort to work with teenage children leaving the foster care system so
they are successful in moving towards an independent and productive adulthood.

e Personal Responsibility Education Program (PREP) provides training for youth on making
safe choices.

e Financial infrastructure support for three regional Adoption Resource Centers located in
Missouri.

e Mentoring servicesto assist youth who for avariety of reasons may benefit from additional
role modelsin their lives.

o Staffing and operational support for the Missouri Department of Y outh Service's Star
School —an online “virtual school” which delivers aunique educational approach with supports
designed for at-risk youth.



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Health Initiatives

These programs improve outcomes for (and extends services to) at-risk, underserved youths and
their families, particularly those without ready access to health services and/or insurance. Often
these programs are driven by concerned citizens striving to improve health conditions in their
neighborhoods, with LINC providing the infrastructure to enable them to move forward on their
vision. LINC' sreceipt of arecent grant from the Health Care Foundation of Greater Kansas City
on behalf of the Marlborough and Historic East Neighborhood' s Healthy Eating and Nutrition
initiative is one such example.

Childcare Education and Support

Educare

LINC has along history of working closely with local childcare providers and other organizations
who share a common vision of quality childcare. Asan integrated community-wide asset, the
childcare service network holds high value not only to family’ s dependent upon it, but to the
metropolitan areaas awhole.

A critical component in quality careistraining. Educare services offered by LINC represent one of
thefirst stepsin arange of training opportunities available for childcare providersin the Kansas
City area. Critical skillsets and on-site technical support are made available to providers with the
goal of them being able to operate safe, viable, businesses and to increase their desire for more
advanced training, accreditation and perhaps pursue a degreein early childhood. Educareis
designed to enhance the early childhood development of children between the ages of zero to three
yearsold. The program offers training, educational resources and home visitsto family care
providers located in Jackson, Clay and Platte County, Missouri, and addresses core competencies
for early care and education professionals.

Childcare Provider Registration and Support

LINC's Childcare Provider Support team handles registration and subsidy payment processing for
childcare providersin the Kansas City metropolitan area on behalf of the State of Missouri. This
service effectively complements other provider supports offered by LINC by creating an additional
communications channel between LINC staff and provider needs.

Work Skills

Under a contract with the State of Missouri to support its Missouri Work Assistance Initiative
(MWA), LINCWorksisresponsible for serving unemployed and underemployed adultsin the
counties of Jackson, Clay and Platte. These counties cover the Kansas City, Missouri metropolitan
area and surrounding region. Through development, planning, contracting and monitoring
community-based welfare-to-work systems, LINCWorks focuses on job retention issues, including
child care, job readiness, personal skills, employer training and public transportation.

10



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Community Assistance

The Caring Communities concept is built around a holistic approach to resolving individual, family
and neighborhood issues. Eliminating the obvious issue often requires addressing several that are
much less obvious. To accomplish this, LINC facilitated Caring Community sites which offer
services such as Utility Assistance, Grandparents as Parents support, food pantries, clothes closets
and other supports applicable to the needs of each site'sresidents.

General Administrative and Development

LINC sinternal framework was built with the idea of “ structured flexibility” in mind, and over the
yearsit has proved highly adaptable to the rapidly changing landscapes of the families,
neighborhoods and districts in which it operates. LINC’s centralized capabilities such as data
tracking, training options, community organizing expertise, accounting services, contract
management and grant writing all exist to support the needs of a decentralized community-driven
organization. Asan example, data and research efforts support sites' 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. Theresultisa
system which provides increasingly accurate and useful applications used internally as well as
outside of LINC. These technical capabilities allow LINC to offer assistance to the sites, while
staying true to the Community Governance concept by not interfering with the ability of sitesto
select their own solutions.

Use of Estimates

The preparation of financia statements in conformity with accounting principles generaly
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues, expenses
gains, losses and other changes in net assets during the reporting period. Actua results could differ
from those estimates.

Cash and Cash Equivalents

LINC considersal liquid investments with original maturities of three months or less to be cash
equivalents. At June 30, 2016 and 2015, cash equivalents consisted primarily of money market
funds and commercial paper.

At June 30, 2016, LINC’ s cash accounts exceeded federally insured limits by approximately
$2,222,000.

Investments and Investment Return

Investments in mutual funds and other equity securities and all debt securities are carried at fair
value. Investment return includes dividend, interest and realized and unrealized gains and losses
on investments carried at fair value.

11



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Investment return that isinitially restricted by donor stipulation and for which the restriction will
be satisfied in the same year isincluded in unrestricted net assets.

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 areview 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 stated at cost less accumulated depreciation. Depreciation is charged
to expense using the straight-line method over the estimated useful life of each asset. Assets under
leasehold improvements are depreciated over the shorter of the lease term or their respective useful
lives.

The estimated useful lives for each major depreciable classification of property and equipment are
asfollows:

Computers and software 3years
Furniture and equipment 5-7 years
Motor vehicles 5years

Long-lived Asset Impairment

LINC evaluates the recoverability of the carrying value of long-lived assets whenever events or
circumstances indicate the carrying amount may not be recoverable. If along-lived asset is tested
for recoverability and the undiscounted estimated future cash flows expected to result from the use
and eventual disposition of the asset isless than the carrying amount of the asset, the asset cost is
adjusted to fair value and an impairment loss is recognized as the amount by which the carrying
amount of along-lived asset exceedsit fair value. No asset impairment was recognized during the
years ended June 30, 2016 and 2015.

Accounts Payable

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

Contributions

Gifts of cash and other assets received without donor stipulations are reported as unrestricted
revenue and net assets. Gifts received with adonor stipulation that limits their use are reported as
temporarily or permanently restricted revenue and net assets. When a donor 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

12



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

released from restrictions. Gifts having donor stipulations which are satisfied in the period the gift
isreceived are reported as unrestricted revenue and net assets.

Deferred Revenue

Revenue from fees for the Summer School Program is deferred and recognized over the periods to
which the fees rel ate.

Government Grants
Support funded by grantsis recognized as LINC performs the contracted services or incurs outlays
eligible for reimbursement under the grant agreements. Grant activities and outlays are subject to
audit and acceptance by the granting agency and, as aresult of such audit, adjustments could be
required.

Income Taxes
Greater K.C. LINC, Inc. is exempt from income taxes under Section 501 of the Internal Revenue

Code and a similar provision of state law. However, LINC is subject to federal income tax on any
unrelated business taxable income. LINC filestax returnsin the U.S. federa jurisdiction.

Functional Allocation of Expenses
The costs of supporting the various programs and other activities have been summarized on a

functional basisin the statements of activities. Certain costs have been allocated among the
program and management and general activities based on time expended, usage and other methods.

Transfers Between Fair Value Hierarchy Levels

Transfersin and out of Level 1 (quoted market prices), Level 2 (other significant observable
inputs) and Level 3 (significant unobservable inputs) are recognized on the period ending date.

Reclassifications

Certain reclassifications have been made to the 2015 financial statements to conform to the 2016
financial statement presentation. These reclassifications had no effect on the change in net assets.

13



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Note 2: Investments

Investments at June 30 consisted of the following:

2016 2015
Money market funds $ 43,141 $ 6,774
Equity mutual funds 1,514,902 1,622,772
Exchange-traded funds 1,394,816 1,359,846

$ 2,952,859 $ 2,989,392

Total investment return is comprised of the following:

2016 2015
Net realized gains on investments $ 7,923 $ 1,218,260
Net unrealized losses on investments (143,746) (1,023,702)
Interest and dividends 99,290 135,480
Total investment return (10ss) $ (36,533) $ 330,038

Note 3: Disclosures About Fair Value of Assets and Liabilities

Fair valueis the price that would be received to sell an asset or paid to transfer aliability in an
orderly transaction between market participants at the measurement date. Fair value measurements
must maximize the use of observable inputs and minimize the use of unobservable inputs. Thereis
ahierarchy of three levels of inputs that may be used to measure fair value:

Level 1  Quoted pricesin active markets for identical assets or liabilities

Level 2  Observableinputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities; quoted prices in 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 liabilities

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

14



Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Recurring Measurements

The following table presents the fair value measurements of assets and liabilities recognized in the
accompanying statements of financial position measured at fair value on arecurring basis and the
level within the fair value hierarchy in which the fair value measurements fall at June 30, 2016 and
2015:

Fair Value Measurements Using

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
June 30, 2016
Investments
Money market funds $ 43141 % 43141 $ - % -
Equity mutual funds 1,514,902 1,514,902 - -
Exchange-traded funds 1,394,816 1,394,816 - -
$ 2952859 $ 2952859 $ - $ -
June 30, 2015
Investments
Money market funds $ 6,774 $ 6,774 $ - $ -
Equity mutual funds 1,622,772 1,622,772 - -
Exchange-traded funds 1,359,846 1,359,846 - -
$ 2989392 $ 2989392 $ - $ -

Following is adescription of the valuation methodologies and inputs used for assets and liabilities
measured at fair value on arecurring basis and recognized in the accompanying statements of
financial position, aswell as the general classification of such assets and liabilities pursuant to the
valuation hierarchy. There have been no significant changes in the valuation techniques during the
year ended June 30, 2016.

Investments

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

Level 1 of the valuation hierarchy. If quoted market prices are not available, then fair values are
estimated by using quoted prices of securities with similar characteristics or independent asset
pricing services and pricing models, the inputs of which are market-based or independently sourced
market parameters, including, but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections and cash flows. Such securities are classified in
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Greater K.C. LINC, Inc.

Notes to Financial Statements
June 30, 2016 and 2015

Level 2 of the valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not
available, securities are classified within Level 3 of the hierarchy.

Note 4: Accounts and Grants Receivable

Accounts and grants receivable at June 30 consisted of the following:

2016 2015
Missouri Department of Elementary and
Secondary Education $ 100,513 $ 471,466
Missouri Department of Social Services 469,036 447,220
School Districts Summer School - 2,281,086
Other 151,829 71,549

$ 721,378 $ 3,271,321

For the year ended June 30, 2015, LINC recognized arecovery in bad debt expense of $427,029,
which isincluded in the accompanying statement of functional expenses, due to removal of
previously estimated allowances that are no longer necessary. All receivables are based on signed
agreements with state or local entities and funding occurs on a reimbursement basis, thus the risk of
non-payment is minimal and the allowance for doubtful accounts was $0 for both June 30, 2016
and 2015.

Note 5: Property and Equipment

Property and equipment at June 30 consisted of:

2016 2015
L easehold improvements $ 61,048 $ 61,048
Furniture and equipment 166,610 191,605
Computers and software 631,322 638,034
Vehicles 46,633 46,633
905,613 937,320
Less accumulated depreciation 850,534 850,961

$ 55,079 $ 86,359
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Note 6: Line of Credit

LINC has a $1,000,000 revolving bank line of credit, which expiresin March 2017. At the years
ended June 30, 2016 and 2015, there was $480,000 and $0, respectively, borrowed against thisline.
Thislineis collateralized by substantially all of LINC'sinvestments. Interest varies with the
bank’s prime rate, which was 3.50% and 3.25% on June 30, 2016 and 2015, respectively, and is
payable monthly.

Note 7: Operating Lease

LINC has entered into a noncancellable operating lease for office space, which expires during
2019. Rental expense under all leases amounted to approximately $329,000 and $341,000 for the
years ended June 30, 2016 and 2015, respectively.

Future minimum lease payments for operating leases are:

2017 $ 312,732
2018 312,732
2019 312,732
Total minimum lease payments $ 938,196

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 contributions up to a maximum employer contribution of 2.0% of eligible gross wages.
LINC also makes additional contributions of 7.5% of eligible gross wages, of which 3% is
considered “ qualified 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
for employee salary deferral contributions, QNEC and LINC matching contributions.

LINC’s contributions for the years ended June 30, 2016 and 2015 were approximately $585,000
and $561,000, respectively.
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Notes to Financial Statements
June 30, 2016 and 2015

Note 9: Related Party Transactions

LINC has entered into a service agreement with a company owned by a member of the Personnel
Committee. Under the agreement, the member is to oversee the implementation of a data system.
Amounts paid to the member’ s business under the agreement during the years ended June 30, 2016
and 2015 was $533,941 and $291,685, respectively, of which $19,035 and $0 was outstanding at
June 30, 2016 and 2015, respectively.

A firm which provides legal servicesto LINC also employs aboard member. The board member is
not involved in services provided to LINC or serving as part of their legal counsel. Amounts paid
to the member’ s business during the years ended June 30, 2016 and 2015 was $418,607 and
$272,487, respectively, of which $62,170 and $61,982 was outstanding at June 30, 2016 and 2015,

respectively.

Note 10: Significant Estimates and Concentrations

Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due to certain concentrations. Those
matters include the following:

Grant Revenues

For the years ended June 30, 2016 and 2015, funding under Missouri Department of Social
Services Contracts accounted for 72% and 71% of LINC' stotal revenues, gains and other support,
respectively. For the years ended June 30, 2016 and 2015, funding under federal grants accounted
for 14% and 33% of LINC’ stotal revenues, gains and other support, respectively.

Accounts and Grant Receivables

For the years ended June 30, 2016 and 2015, 65% and 69%, respectively, of account and grants
receivables were outstanding from one payer.

Investments

LINC investsin various investment securities. Investment securities are exposed to various risks
such asinterest rate, market and credit risks. Due to the level of risk associated with certain
investment securities, it is at |east reasonably possible that changesin the values of investment
securities will occur in the near term and that such change could materially affect the amounts
reported in the accompanying statements of financial position.
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Litigation

LINC is subject to various claims and lawsuits that arose primarily in the ordinary course of its
activities. It isthe 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, changesin net assets
and cash flows of LINC. Events could occur that would change this estimate materially in the near

term.

Functional Allocation of Expenses

Significant estimates relating to the allocation of expenses on afunctional basis are described in
Note 1.

Note 11: Subsequent Events

Subsequent events have been eval uated through the date of the Independent Auditor’s Report,
which isthe date the financial statements were available to be issued.
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Greater K.C. LINC, Inc.

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2016

Pass-Through Passed
Federal Grantor/Pass-Through Grantor/ Federal CFDA Entity Identifying Through to Amount
Program or Cluster Title Number Number Subrecipients Expended
Department of Health and Human Services/ Missouri
Department of Social Services/ Temporary
Assistance for Needy Families - MWA 93.558 C311006007 $ - $ 376,645
Department of Health and Human Services/ Missouri
Department of Socia Services/ Promoting Safe and
Stable Families’Community Partnership 93.556 PG691400004
Department of Education/Missouri Department of 21stCCLC1112-YR5
Elementary and Secondary Education/Twenty-First 21stCCLC1213-YR 4
Century Community Learning Centers 84.287 21stCCLC1415-YR 2 430,850 1,979,503
$ 430,850 $ 2,834,003

Notes to Schedule

1

The accompanying schedule of expenditures of federal awards (the “ Schedule”) includes the federal
award activity of LINC under programs of the federal government for the year ended June 30, 2016.
The accompanying notes are an integral part of this Schedule. The information in this Scheduleis
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
LINC, it is not intended to and does not present the financial position, changes in net assets or cash
flows of LINC.

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 as to reimbursement. Negative
amounts shown on the Schedul e represent adjustments or credits made in the normal course of
business to amounts reported as expendituresin prior years. LINC has elected to use the 10 percent
de minimisindirect cost rate allowed under the Uniform Guidance.
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Independent Auditor’s 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. LINGC, Inc.

Kansas City, Missouri

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, the financial statements of Greater K.C. LINC,
Inc. (LINC), which comprise the statement of financial position as of June 30, 2016, and the related
statements of activities, functional expenses and cash flows for the year then ended, and the related notes
to the financial statements, and have issued our report thereon dated November 11, 2016.

Internal Control Over Financial Reporting

Management of LINC is responsible for establishing and maintaining effective internal control over
financial reporting (internal control). In planning and performing our audit of the financial statements, we
considered LINC' sinternal 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 LINC’ sinternal control. Accordingly, we do not
express an opinion on the effectiveness of LINC' sinternal 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 atimely basis. A material weaknessis a deficiency, or acombination
of deficiencies, in internal control such that thereis areasonable possibility that a material misstatement
of LINC'sfinancial statements will not be prevented or detected and corrected on atimely basis. A
significant deficiency is adeficiency, or a combination of deficiencies, in internal control that isless
severe than amaterial 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 deficienciesin internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficienciesin interna control that we consider to be material weaknesses. However, materia
weaknesses may exist that have not been identified.

Praxit 3(.1'.
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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 honcompliance or other matters that are required to be
reported under Government Auditing Sandards.

We noted certain matters that we reported to LINC’s management in a separate letter dated November 11,
2016.

Purpose of this Report

The purpose of thisreport 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 LINC' sinternal
control or on compliance. Thisreport isan integral part of an audit performed in accordance with

Government Auditing Standards in considering LINC’ sinternal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

BED L

Kansas City, Missouri
November 11, 2016
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Report on Compliance for Each Major Federal Program
and Report on Internal Control Over Compliance

Independent Auditor’'s Report

LINC Commissioners
and Finance Committee

Greater K.C. LINGC, Inc.

Kansas City, Missouri

Report on Compliance for the Major Federal Program

We have audited Greater K.C. LINC, Inc.’s (LINC) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have adirect and material effect
on LINC’s major federal program for the year ended June 30, 2016. LINC’s major federal programis
identified in the summary of auditor’s results section of the accompanying schedule of findings and
guestioned costs.

Management’ s Responsibility

Management is responsible for compliance with federal statutes, regulations, contracts and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’ s Responsibility

Our responsibility is to express an opinion on compliance for LINC' s major federal program 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
Genera 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 reasonabl e assurance about whether noncompliance with the types of compliance
requirements referred to above that could have adirect and material effect on a major federal program
occurred. An audit includes examining, on atest basis, evidence about LINC’s compliance with those
reguirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide alegal determination on LINC’s compliance.

Praxity.:
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Opinion on the Major Federal Program

In our opinion, Greater K.C. LINC, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal program
for the year ended June 30, 2016.

Report on Internal Control Over Compliance

Management of Greater K.C. LINC, Inc. isresponsible 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 LINC'sinternal control over compliance with the
types of requirements that could have a direct and material effect on the major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing
our 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 LINC' sinternal control over compliance.

A deficiency ininternal 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 atype of compliance requirement of a
federal program on atimely basis. A material weaknessin internal control over complianceisa
deficiency, or combination of deficiencies, in internal control over compliance such that thereisa
reasonable possibility that material noncompliance with atype of compliance requirement of afederal
program will not be prevented, or detected and corrected, on atimely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with atype of compliance requirement of afederal program that is less severe than a material
weaknessin internal control over compliance, yet important enough to merit attention by those charged
with governance.

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

The purpose of thisreport 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, thisreport is not suitable for any other purpose.

BED L

Kansas City, Missouri
November 11, 2016
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Schedule of Findings and Questioned Costs
Year Ended June 30, 2016

Summary of Auditor’s Results

Financial Satements

1. Thetype of report the auditor issued on whether the financial statements audited were prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP)
was:

X] Unmodified [ ] Quadlified [ ] Adverse [ ] Disclaimer
2. Theindependent auditor’s report on internal control over financia reporting disclosed:
Significant deficiency(ies)? []Yes X None reported
Material weakness(es)? []Yes X No
3. Noncompliance considered material to the financia statements
was disclosed by the audit? [ ]vYes X] No
Federal Awards
4. Theindependent auditor’s report on internal control over compliance for major federal awards

programs disclosed:

Significant deficiency(ies)? []Yes <] None reported
Material weakness(es)? [ 1yes [XINo

The opinion expressed in the independent auditor’ s report on compliance for major federal awards
was:

X] Unmodified [ ] Qudlified [ ] Adverse [ ] Disclaimer

The audit disclosed findings required to be reported by 2 CFR
200.516(a)? []Yes X No

LINC smagjor program was.

Cluster/Program CFDA Number

Twenty-First Century Community Learning Centers 84.287
The threshold used to distinguish between Type A and Type B programs was $750,000.

LINC qualified as alow-risk auditee? X Yes [ 1No
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Greater K.C. LINC, Inc.

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2016

Findings Required to be Reported by Government Auditing Standards

Reference Questioned
Number Finding Costs

No matters are reportable.

Findings Required to be Reported by the Uniform Guidance

Reference Questioned
Number Finding Costs

No matters are reportable.
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Summary Schedule of Prior Audit Findings
Year Ended June 30, 2016

Reference
Number Summary of Finding

Status

No matters are reportable.
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