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INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the Board of Directors of the 
Child Care Network 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Child Care Network (a nonprofit organization), which 
comprise the statements of financial position as of September 30, 2021 and 2020, and the related statements of 
activities, functional expenses and cash flows for the years then ended, and the related notes to the financial 
statements. 

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

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

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



 

2 

Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Child Care Network as of September 30, 2021 and 2020, 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. 
 
Other Matters 
 
Other Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The 
supplementary information, as identified in the table of contents, including the schedule of expenditures of federal 
awards as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional analysis and is 
not a required part of the financial statements.  Such information is the responsibility of management and is 
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 audits of the financial 
statements and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America.  In our opinion, the information is fairly stated, in all material respects, in relation to the 
financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated March 14, 2022, on our 
consideration of Child Care Network’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of 
that report is solely to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of Child Care Network’s internal 
control over financial reporting or on compliance.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering Child Care Network’s internal control over financial 
reporting and compliance. 
 
 
 
 
 
 
March 14, 2022 

kkrc
Maner Sig
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2021 2020
ASSETS

Cash 357,946$       548,513$       
Accounts receivable 187,877          143,206          
Prepaid expenses 22,755            23,572            
Beneficial interest in assets held at

community foundation 19,877            15,627            

TOTAL ASSETS 588,455$       730,918$       

LIABILITIES AND NET ASSETS
LIABILITIES

Accounts payable - trade 20,674$          37,062$          
Accrued payroll 62,679            56,599            

  Current portion of long-term debt -                       115,642          
Refundable advances 176,228          294,284          

Total current liabilities 259,581          503,587          

Long-term debt, less current portion -                       96,858            

TOTAL LIABILITIES 259,581          600,445          

NET ASSETS
Without donor restrictions 314,996          116,595          
With donor restrictions 13,878            13,878            

TOTAL NET ASSETS 328,874          130,473          

TOTAL LIABILITIES AND NET ASSETS 588,455$       730,918$       
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STATEMENTS OF ACTIVITIES 
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Without Donor With Donor With Donor
Restrictions Restrictions Total Unrestricted Restrictions Total

REVENUES
Service fees - contracts 73,971$            -$                       73,971$            35,829$            -$                       35,829$            
Grants - federal 1,132,456         -                          1,132,456         1,023,511 -                          1,023,511         
Grants - local 1,044,426         -                          1,044,426         1,011,781 -                          1,011,781         
PPP loan forgiveness 462,267            -                          462,267            -                          -                          -                          
Contributions - other 67,039 75 67,114              21,928              5,000                 26,928              
Contributions - in-kind 6,000                 -                          6,000                 6,000                 -                          6,000                 
Interest 5,158                 -                          5,158                 11,504              -                          11,504              
Miscellaneous revenue 13,204              -                          13,204              1,623                 -                          1,623                 
Amounts released from restrictions 75                      (75)                     -                          5,000                 (5,000)               -                          

TOTAL REVENUES 2,804,596         -                          2,804,596         2,117,176         -                          2,117,176         

EXPENSES
Program services 2,540,084         -                          2,540,084         2,236,301         -                          2,236,301         
Management and general 47,575              -                          47,575              60,053              -                          60,053              
Fundraising 18,536              -                          18,536              18,106              -                          18,106              

TOTAL EXPENSES 2,606,195         -                          2,606,195         2,314,460         -                          2,314,460         

Change in net assets 198,401            -                          198,401            (197,284)          -                          (197,284)          

Net assets, beginning of year 116,595            13,878              130,473            313,879 13,878 327,757            

Net assets, end of year 314,996$          13,878$            328,874$          116,595$          13,878$            130,473$          

2021 2020
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Program Management Total
Services and General Fundraising Expenses

Salaries and wages 1,226,453$   31,629$         8,924$           1,267,006$   
Payroll taxes 93,387 1,819             1,333             96,539           
Employee benefits 117,678 1,883             4,010             123,571         

Total salaries and benefits 1,437,518     35,331           14,267           1,487,116     

Advertising 288                 -                      -                      288                 
Audit and benefit administration 24,125 21                   464                 24,610           
Child care scholarships 701,782 -                      -                      701,782         
Computer 73,544           16                   -                      73,560           
Insurance 8,589 100                 -                      8,689             
Internet 7,114 83                   -                      7,197             
Memberships and dues 162 466                 -                      628                 
Occupancy 122,724 547                 1,810             125,081         
Postage 1,731 619                 550                 2,900             
Printing 8,684 507                 351                 9,542             
Provider incentives 44,160 -                      -                      44,160           
Staff development 10,731 1,343             -                      12,074           
Supplies - office 37,839 601                 -                      38,440           
Supplies - program 2,415 -                      -                      2,415             
Telephone 22,966 16                   -                      22,982           
Training 11,800 -                      -                      11,800           
Travel 8,322 258                 -                      8,580             
Contractual services 6,000             -                      -                      6,000             
Meetings 501                 2,867             -                      3,368             
Miscellaneous 9,089 4,800             1,094             14,983           

TOTAL EXPENSES 2,540,084$   47,575$         18,536$         2,606,195$   

 
 



CHILD CARE NETWORK 
STATEMENT OF FUNCTIONAL EXPENSES 

YEAR ENDED SEPTEMBER 30, 2020 
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Program Management Total
Services and General Fundraising Expenses

Salaries and wages 1,046,700$    36,534$          7,223$            1,090,457$    
Payroll taxes 77,392 4,241              891                  82,524            
Employee benefits 130,885 6,729              4,676              142,290          

Total salaries and benefits 1,254,977      47,504            12,790            1,315,271      

Advertising -                       164                  -                       164                  
Audit and benefit administration 23,416 15                    211                  23,642            
Child care scholarships 617,422 -                       -                       617,422          
Computer 66,658 40                    -                       66,698            
Insurance 8,100 166                  -                       8,266              
Internet 6,508 213                  -                       6,721              
Memberships and dues 412 734                  -                       1,146              
Occupancy 122,149 1,444              1,889              125,482          
Postage 1,063 288                  188                  1,539              
Printing 9,435 8                      1,597              11,040            
Provider incentives 21,332 -                       -                       21,332            
Staff development 11,861 2,726              -                       14,587            
Supplies - office 16,083 457                  -                       16,540            
Supplies - program 3,207 -                       -                       3,207              
Telephone 16,770 1,065              -                       17,835            
Training 7,200 -                       -                       7,200              
Travel 22,602 1,047              8                      23,657            
Meetings 14,279            1,911              -                       16,190            
Miscellaneous 12,827 2,271              1,423 16,521            

TOTAL EXPENSES 2,236,301$    60,053$          18,106$          2,314,460$    
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STATEMENTS OF CASH FLOWS 

YEARS ENDED SEPTEMBER 30, 2021 AND 2020 
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2021 2020
INCREASE (DECREASE) IN CASH

Cash flows from operating activities
Change in net assets 198,401$       (197,284)$      
Adjustments to reconcile change in net assets to 

net cash provided (used) by operating activities
Equity interest in endowment fund (4,250)             (836)                
Changes in assets and liabilities

PPP loan forgiveness (462,267)        -                       
Accounts receivable (44,671)          103,096          
Prepaid expenses 817                  (2,612)             
Accounts payable - trade (16,388)          34,234            
Accrued payroll 6,080              17,563            
Refundable advances (118,056)        34,396            

Total adjustments (638,735)        185,841          

Net cash provided (used) by operating activities (440,334)        (11,443)          

Cash flows from financing activities
Proceeds from long-term debt - PPP 249,767          212,500          

Net cash provided (used) by financing activities 249,767          212,500          

NET INCREASE (DECREASE) IN CASH (190,567)        201,057          

CASH
Beginning of year 548,513          347,456          

End of year 357,946$       548,513$       
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
 
The accompanying financial statements have been prepared on the accrual basis of accounting.  Under this method, 
income and expenses are recognized in the period when they are earned or incurred. 
 
Cash 
 
For purposes of the statement of cash flows, cash consists of balances of checking accounts, savings accounts, 
money market accounts and cash on-hand. 
 
Accounts Receivable 
 
Accounts receivable represent consideration from third-parties, of which the Organization has an unconditional 
right to receive.  Accounts receivable are stated at the amount management expects to collect from outstanding 
balances. Management provides for probable uncollectible amounts through a provision for bad debt expense and 
an adjustment to a valuation allowance based on its assessment of the current status of individual accounts. 
Currently, no allowance for doubtful accounts is considered necessary. Changes to the valuation allowance have 
not been material to the financial statements.  Beginning and ending balances for accounts receivable is reported as 
follows for the years ended September 30: 
 

2021 2020

Receivables, beginning of year 143,206$       246,302$       

Receivables, end of year 187,877$       143,206$       

 
Net Assets 
 
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or grantor-imposed 
restrictions.  Accordingly, net assets and changes therein are classified and reported as follows: 
   

Net Assets without Donor Restrictions - Net assets available for use in general operations and not subject to 
donor or grantor restrictions.   
 
Net Assets with Donor Restrictions - Net assets subject to donor (or grantor) imposed restrictions.  Some donor 
restrictions are temporary in nature, such as those that will be met by the passage of time or other events 
specified by the donor.  Other donor restrictions are perpetual in nature, where the donor stipulates that 
resources are maintained in perpetuity.  Gifts of long-lived assets and gifts of cash restricted for the acquisition 
of long-lived assets are recognized as revenue when the assets are placed in service.  Donor restrictions are 
released when a restriction expires, that is, when the stipulated time has elapsed, or when the stipulated 
purpose has been accomplished.  See Note 8 for further information. 
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NOTES TO FINANCIAL STATEMENTS 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Refundable Advances 
 
The Organization records grant receipts as unearned revenue until they are expended for the purpose of the grant, 
at which time they are recognized as revenue. Beginning and ending balances for refundable advances is reported 
as follows for the years ended September 30: 
 

2021 2020

Refundable advances, beginning of year 294,284$       259,888$       

Refundable advances, end of year 176,228$       294,284$       

 
Revenue Recognition 
 
Service Fees Revenue 
 
Service fees are recognized as services are rendered and earned, which is when the performance obligation is 
satisfied, therefore these fees are recognized at a point in time. No significant variable consideration is associated 
with the service fees.  
 
Grant Revenue 
 
Grant revenue recognized by the Organization is comprised of contracts committed from various funding agencies 
for use in the Organization’s activities.  All funding sources are providing revenue streams to the Organization for 
the benefit of the public.  Contract revenue is recognized as revenue upon receipt and meeting all conditional 
requirements of the funding arrangement.  Any funds received in advance for which conditions of the agreement 
have not been met are recognized as refundable advances and then subsequently recognized as revenue upon 
meeting the conditions of the agreement. 
 
Contribution Revenue 
 
Contributions of cash and other assets received without donor stipulations are reported as revenue and net assets 
without donor restrictions.  Gifts received with a donor stipulation that limits their use are reported as revenue 
and net assets with donor restrictions.  When a donor-stipulated time restriction ends, or purpose restriction is 
accomplished, net assets with donor restrictions are reclassified to net assets without donor restrictions and 
reported in the statement of activities as net assets released from restrictions. 
 
Unconditional contributions expected to be collected within one year are reported at their net realizable value.  
Unconditional contributions expected to be collected in future years are initially reported at fair value determined 
using the discounted present value of estimated future cash flows technique.  The resulting discount is amortized 
using the level-yield method and is reported as contribution revenue. 
 
Conditional contributions depend on the occurrence of a specified future and uncertain event to bind the donor 
and are recognized as assets and revenue when the conditions are substantially met, and the gift becomes 
unconditional. 



CHILD CARE NETWORK 
NOTES TO FINANCIAL STATEMENTS 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Revenue Recognition (continued) 
 
In-kind Contributions 
 
The Organization records the fair value of contributed services in the financial statements if the services either (a) 
create or enhance a non-financial asset or (b) require specialized skills; are provided by persons possessing those 
skills; and would need to be purchased if they were not donated.  The value of donated services reflected in the 
accompanying financial statements represent hours donated for licensed child care services that would have 
otherwise been purchased by the Organization.  Also, a substantial number of volunteers have donated significant 
amounts of time to the Organization’s activities that is not reflected in the accompanying financial statements 
because these services did not meet the above criteria. Donations of facilities are recorded as support at the value 
of the annual lease payments.  
 
The following schedule shows the Organization’s revenues disaggregated according to the timing of transfer of 
goods or services for the years ended September 30: 
 

2021 2020

Contract revenue recognized at a point in time

Service fees 73,971$         35,829$         

Grants - federal and local 2,176,882     2,035,292     

PPP loan forgiveness 462,267         -                      
Contributions - other and in-kind 73,114           32,928           

Interest and miscellaneous revenue 18,362           13,127           

TOTAL REVENUE AND SUPPORT 2,804,596$   2,117,176$   

 
Functional Allocation of Expenses 
 
The cost of providing various programs and other activities has been reported in the statement of activities. The 
statement of functional expenses present the natural classification of expenses that are allocated to program or 
supporting functions of the Organization. Allocated expenses primarily consist of payroll and related, child care 
scholarships, provider incentives, occupancy, supplies, training, travel, and various other expense classifications 
necessary to support the day-to-day operations of the Organization. Employee driven expenses are allocated based 
on salary and wage analysis. All other allocated expenses utilize management’s estimated use of resources.  

 
Advertising 
 
Advertising costs are expensed as incurred. 

 
Reclassification 
 
Certain prior year numbers have been reclassified to be in conformity with the current year presentation. 
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NOTE 2 - NATURE OF ORGANIZATION, RISKS, AND UNCERTAINTIES  
 
Child Care Network (the “Organization”) is a non-profit corporation with operating offices located in Ann Arbor, 
Michigan. The purpose of the Organization is to coordinate resources for improving the quality of safe, accessible, 
and affordable childcare in Genesee, Hillsdale, Jackson, Lenawee, Livingston, Monroe, and Washtenaw counties. 
The Organization provides training, consultation, and resources for early childhood professionals. The 
Organization also helps parents with selecting quality childcare and assists low-income families with the cost of 
licensed child care through child care scholarships. The Organization derives its revenues primarily from 
governmental and corporate services fee and grant contracts, fundraising, and contributions.  
 
The Organization is a non-profit corporation under the provisions of Section 501(c)(3) of the Internal Revenue 
Code, and as such is not subject to income taxes except on net income from unrelated business activities as defined 
by the Internal Revenue Code. 

 
In preparation of tax returns, tax positions are taken based on interpretation of federal, state, and local tax laws.  
Management periodically reviews and evaluates the status of uncertain tax positions and makes estimates of 
amounts, including interest and penalties, ultimately due or owed.  No amounts have been identified, or recorded, 
as uncertain tax positions.  Federal, state, and local tax returns generally remain open for examination by the 
various taxing authorities for a period of three to four years. 
 
The process of preparing financial statements in conformity with accounting principles generally accepted in the 
United States of America requires the use of estimates and assumptions regarding certain types of assets, liabilities, 
revenues, and expenses.  Such estimates primarily relate to unsettled transactions and events as of the date of the 
financial statements.  Accordingly, upon settlement, actual results may differ from estimated amounts.  

 
The Organization participates in several federal funded grant programs. Federal programs are subject to financial 
and compliance audits by the grantor or its representatives to ensure recipient compliance with terms of the grant 
program. Management maintains that any liability for reimbursement of grant funds to a grantor resulting from an 
audit would not be material to the financial statements. 
 
The Organization is required to disclose significant concentrations of credit risk regardless of the degree of such 
risk.  Financial instruments which potentially subject the Organization to concentrations of credit risk consist 
principally of cash and accounts receivable.  The Organization follows a policy of placing its cash with various FDIC 
insured financial institutions.  Although such cash balances may exceed the federally insured limits at certain times 
during the year and at year-end, they are, in the opinion of management, subject to minimal risk.  Concentration of 
credit risk with respect to receivables is limited by the Organization which has established policies for extending 
credit based upon factors surrounding the credit risk of specific customers, historical trends and other information. 
 The breakdown of revenue and receivables by significant sources is as follows: 

 

Revenue Receivable Revenue Receivable

Entity A 6% 13% 12% 17%

Entity B 35% 56% 47% 77%

2021 2020

 
 

The Organization evaluates events and transactions that occur after the year end for potential recognition or 
disclosure in the financial statements.  These subsequent events have been considered through March 14, 2022, 
which is the date the financial statements were available to be issued. 
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NOTE 2 - NATURE OF ORGANIZATION, RISKS, AND UNCERTAINTIES (continued) 
 

The extent of the impact of COVID-19 on the Organization’s operational and financial performance will depend on 
certain developments, including the duration and spread of the outbreak, impact on the Organization’s customers, 
employees and vendors all of which are uncertain and cannot be predicted.  At this point, the extent to which 
COVID-19 may impact the Organization’s financial condition and results of operations is uncertain. 
 
 
NOTE 3 - LIQUIDITY AND AVAILABILITY 
 
The Organization regularly monitors the availability of resources required to meet its operating needs and other 
contractual commitments, while also striving to maximize the investment of its available funds. For purposes of 
analyzing resources available to meet general expenditures over a 12-month period, the Organization considers all 
expenditures related to its ongoing program service activities as well as the conduct of services undertaken to 
support those activities to be general expenditures.  
 
The following reflects the Organization’s financial assets as of September 30, 2021 and 2020, which are deemed 
available for general expenditures within one year of the date of the statement of financial position.  
 

2021 2020

Cash 357,946$       548,513$       
Accounts receivable 187,877          143,206          
Beneficial interest in assets held at

community foundation 19,877            15,627            

Total financial assets 565,700          707,346          

Less donor imposed restrictions (13,878)          (13,878)          

Financial assets available to meet cash needs
for general expenditures within one year 551,822$       693,468$       

 
In addition to financial assets available to meet general expenditures over the next 12 months, the Organization 
anticipates collecting sufficient revenue to cover general expenditures. The Organization also maintains a line of 
credit available to meet short-term needs.  
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NOTE 4 - ACCOUNTS RECEIVABLE  
 
Accounts receivable at September 30 is summarized as follows: 

 

2021 2020

Early Childhood Investment Corporation (ECIC) 1,791$            6,084$            
United Way Southeastern Michigan (UWSEM) 105,326          110,470          
HUD CoC Rapid Re-Housing 23,652 23,652            
Washentaw County 14,894            -                       
Fee for Service 15,130            -                       
Choice Neighborhood 11,213            -                       
CSBG Cares 11,154            -                       
Miscellaneous 4,717              3,000              

Total 187,877$       143,206$       

 
 
NOTE 5 - BENEFICIAL INTEREST IN ASSETS HELD AT COMMUNITY FOUNDATION 
 
The Organization partnered with the Ann Arbor Area Community Foundation (Foundation) to act under an 
arrangement as a depository for gifts, conveyances, and other transfers intended to assist the Organization in 
achieving its goals and purposes.  The Organization’s beneficial interest in amounts held at the Foundation at 
September 30, 2021 and 2020, is based on the Organization’s allocable share in the market-value of the underlying 
investments and amounted to $19,877 and $15,627, respectively.  The original transfer of $10,425 to create the 
endowment fund is recorded as net assets with donor restrictions.  The beneficial interest is considered a Level 2 
investment under fair value standards. 
 
The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to valuation 
techniques used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices in 
active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable 
inputs (Level 3 measurements).  The three levels of the fair value hierarchy are described as follows: 
 

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities 
in active markets that the Organization has the ability to access. 

 
Level 2: Inputs to the valuation methodology include: 

 
➢ quoted prices for similar assets or liabilities in active markets; 
➢ quoted prices for identical or similar assets or liabilities in inactive markets; 
➢ inputs other than quoted prices that are observable for the asset or liability; 
➢ inputs that are derived principally from or corroborated by observable market data by 

correlation or other means. 
 

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for substantially 
the full term of the asset or liability. 
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NOTE 5 - BENEFICIAL INTEREST IN ASSETS HELD AT COMMUNITY FOUNDATION (continued) 
 
Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value 

measurement. 
 

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of 
any input that is significant to the fair value measurement.  Valuation techniques used need to maximize the use of 
observable inputs and minimize the use of unobservable inputs. 
 
The preceding methods described may produce a fair value calculation that may not be indicative of net realizable 
value or reflective of future fair values.  Furthermore, although the Organization believes its valuation methods are 
appropriate and consistent with other market participants, the use of different methodologies or assumptions to 
determine the fair value of certain financial instruments could result in a different fair value measurement at the 
reporting date. 
 
 
NOTE 6 - LINE OF CREDIT 
 
At September 30, 2021, the Organization has an available line of credit with a bank for $200,000 for use in both 
operations and capital purchases.  The line of credit is due on demand and is secured by all of the assets of the 
Organization.  Interest on the agreement is calculated using the bank’s prime rate plus 0.98% (4.23% at September 
30, 2021).  The balance outstanding on the line of credit was $0 at September 30, 2021. 

 
At September 30, 2020, the Organization has an available line of credit with a bank for $200,000 for use in both 
operations and capital purchases.  The line of credit is due on demand and is secured by all of the assets of the 
Organization.  Interest on the agreement is calculated using the bank’s prime rate plus 0.98% (4.23% at September 
30, 2020).  The balance outstanding on the line of credit was $0 at September 30, 2020. 
 
 
NOTE 7 - PAYCHECK PROTECTION PROGRAM FORGIVENESS 
 
On May 14, 2020, the Organization received $212,500 as a loan under the CARES Act through the Paycheck 
Protection Program.  The loan was potentially forgivable, to the extent that the Organization used the funds on 
eligible expenses over the 24-week period following the date of the loan. Eligible expenses included payroll, 
mortgage interest, lease payments and utility payments. Any portion of the loan not forgiven would have been paid 
back over two years, with interest accruing at 1%. The Organization anticipated full loan forgiveness by spending 
the funds only on eligible expenses. On April 21, 2021, the Organization received notification of full loan 
forgiveness for their first loan under the CARES ACT through the Paycheck Protection Program. The amount of 
$212,500 has been recognized as revenue for the year-ended September 30, 2021. 
 
In February 2021, the Organization received an additional loan pursuant to the Paycheck Protection Program, a 
program implemented by the U.S. Small Business Administration under the Coronavirus Aid, Relief, and Economic 
Security Act, from a qualified lender, for an aggregate principal amount of $249,767 (the “PPP loan”). The principle 
amount of the PPP loan is subject to forgiveness under the Paycheck Protection Program upon Child Care 
Network’s request to the extent that the PPP loan proceeds are used to pay expenses permitted by the Paycheck 
Protection Program, including payroll costs, covered rent and mortgage obligations, and covered utility payments 
incurred by Child Care Network. The Organization expects to meet the PPP’s eligibility criteria and therefore, has 
concluded that the PPP Loan represents, in substance, a grant that is expected to be forgiven. As a result, the 
Organization has accounted for the PPP loan in accordance with FASB ASC 958-605 as a conditional contribution. 
The amount of $249,767 has been recognized as revenue for the year-end September 30, 2021.  
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 NOTE 8 - NET ASSETS WITH DONOR RESTRICTIONS 
 
Net assets with donor restrictions at September 30 consist of the following: 

 

2021 2020

V. Walker Scholarship 2,453$            2,453$            
Monroe Scholarship 1,000              1,000              
Endowment fund held at AAACF - see note 5 10,425            10,425            

Total 13,878$          13,878$          

 
Net assets were released from restrictions during the year ended September 30 by incurring expenses satisfying 
their restricted purposes.  Below are the assets released from restrictions for the year ended September 30: 
 

2021 2020

Monroe Scholarships 75$                  5,000$            

 
 
NOTE 9 - LEASE COMMITMENTS 
 
The Organization leases certain equipment and office space in Ann Arbor, Flint, Jackson, and Monroe under 
operating lease agreements.  Rent and occupancy expense under lease agreements totaled $125,081 and $125,482 
for the years ended September 30, 2021 and 2020, respectively. 

 
Future minimum operating lease payments are as follows: 
 

 

    

Year Ending
 September 30,

2022 98,180$            
2023 63,155              
2024 12,922              
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SUPPLEMENTARY INFORMATION 
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Federal
CFDA

Federal Grantor/Pass-through Grantor/Program Title Number Expenses

U.S. Department of Health and Human Services

477 Cluster:
Passed through Michigan Department of Education - Office of Great Start

and United Way for Southeastern Michigan
Child Care and Development Block Grant 93.575 989,213$       

Passed through Early Childhood Investment Corporation
Child Care and Development Block Grant 93.575 23,803            

Total CFDA 93.575 Child Care and Development Block Grant 1,013,016      

Passed through Washtenaw County
Community Services Block Grant 93.569 11,155            

Total 477 Cluster 1,024,171      

Total U.S. Department of Health and Human Services 1,024,171      

U.S. Department of Treasury

Passed through Department of Labor and Economic Opportunity
COVID-19 Coronavirus Relief Fund 21.019 9,128              

Passed through Community Foundation of Greater Flint
COVID-19 Coronavirus Relief Fund 21.019 75,000            

Total U.S. Department of Treasury 84,128            

U.S. Department of Housing and Urban Development
Housing Voucher Cluster:

Passed through Mott Community College
Choice Neighborhoods Implementation Grant 14.889 24,157            

Total Federal Expenditures 1,132,456$    
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NOTE 1 - BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal award activity 
of Child Care Network under programs of the federal government for the year ended September 30, 2021.  The 
information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal 
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance).  Because the Schedule presents only a selected portion of the operations of 
Child Care Network, it is not intended to and does not present the financial position, changes in net assets or cash 
flows of Child Care Network. 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such expenditures are 
recognized following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures 
are not allowable or are limited as to reimbursement.  Negative amounts (if any) shown on the schedule represent 
adjustments or credits made in the normal course of business to amounts reported as expenditures in prior years.  
Pass-through entity identifying numbers are presented where available.  Child Care Network has elected to not use 
the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance.  The Organization does not pass 
through federal funds. 
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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 FINANCIAL STATEMENTS  

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 
 
To the Board of Directors of the 
Child Care Network 
 
 
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 Child Care Network (a nonprofit organization), which 
comprise the statement of financial position as of September 30, 2021, 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 March 14, 2022.   

 
Internal Control Over Financial Reporting  

  
In planning and performing our audit of the financial statements, we considered Child Care Network’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of Child Care Network’s internal control.  Accordingly, we do not 
express an opinion on the effectiveness of Child Care Network’s internal control.   

 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we considered to be material weaknesses. However, material weaknesses may exist that have not been 
identified.   
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Compliance and Other Matters   
 
As part of obtaining reasonable assurance about whether Child Care Network’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance.  This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance.  Accordingly, this communication is not 
suitable for any other purpose. 
 
 
 
 
 
 
March 14, 2022 

kkrc
Maner Sig
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND  
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 
 
To the Board of Directors of the 
Child Care Network 
 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Child Care Network’s compliance with the types of compliance requirements described in the 
OMB Compliance Supplement that could have a direct and material effect on Child Care Network’s major federal 
program for the year ended September 30, 2021.  Child Care Network’s major federal program is identified in the 
summary of auditor’s results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, 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 Child Care Network’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 General of the United 
States; and the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above that could 
have a direct and material effect on a major federal program occurred.  An audit includes examining, on a test basis, 
evidence about Child Care Network’s compliance with those requirements and performing such other procedures 
as we considered necessary in the circumstances.   
 
We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal program. 
 However, our audit does not provide a legal determination of Child Care Network’s compliance.  
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Opinion on Each Major Federal Program 
 
In our opinion,  Child Care Network 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 
September 30, 2021.  
 
Report on Internal Control Over Compliance  
 
Management of Child Care Network is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above.  In planning and performing our audit of 
compliance, we considered Child Care Network’s internal control over compliance with the types of requirements 
that could have a direct and material effect on each major federal program to determine the auditing procedures 
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major 
federal program and to test and report on internal control over compliance in accordance with the Uniform 
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
 Accordingly, we do not express an opinion on the effectiveness of Child Care Network’s internal control over 
compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. 
 A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.  A 
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 
control over compliance with a type of compliance requirement of a federal program that is less severe than a 
material weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 

 
Our consideration of internal control over compliance was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control over compliance that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies may 
exist that were not identified.  We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses.  However, material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
March 14, 2022 
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➢ Material weakness(es) identified? Yes X No

➢ Significant deficiency(ies) identified? Yes X None reported

Yes X No

➢ Material weakness(es) identified? Yes X No

➢ Significant deficiency(ies) identified? Yes X None reported

Yes X No

and type B programs:

➢ Auditee qualified as low-risk auditee? X Yes No

Section I - Summary of Auditor's Results
Financial Statements

Type of auditor's report issued based on financial

Internal control over financial reporting:

Noncompliance material to financial statements noted?

Unmodified
statements prepared in accordance with generally accepted
accounting principles:

CFDA Number(s)

Federal Awards

Internal control over major programs:

Section II - Financial Statement Findings

None noted

Section III - Federal Award Findings and Questioned Costs

None noted

Type of auditor's report issued on compliance

for major programs: Unmodified

$750,000 

Name of Federal Program or Cluster

93.575, 93.569 477 Cluster

Any audit findings that are required to be reported in 

accordance with Title 2 CFR Section 200.516(a)?

Identification of major programs:

Dollar threshold used to distinguish between type A
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There were no audit findings for the year ended September 30, 2020. 
 
 


