SUNRISE CHILDREN’S FOUNDATION

FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

ELLSWORTH « STOUT

CPAs and Consultants




SUNRISE CHILDREN’S FOUNDATION

FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017
Table of Contents
Independent Auditor’s RePOTt ..ottt e e te et e st e st e stae e enteesnee e 1-2
Financial Statements:
Statements Of FINancial POSTHOMN ......ccccovuiiiiiiiiiieiee ettt sttt 3
StAtEMENTS OF ACLIVITIES ..euvietieieitiitieieete et tet ettt ettt et et et e e et e et e st e et et e eseesesteemeeaeeaeensesseeneenseeneensesseeneens 4
Statements of Functional EXPEnSEs ........c.cceceriiriiriiiiiiiiiiiienestee sttt sttt 5-6
Statements Of Cash FIOWS ......cooiiiiiie ettt ettt ettt sttt et enteeseeeeseeeneens 7
Notes to the Financial Statements ................coooiiiiiiiiiii ettt st st s 8-12

Compliance Section:
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 .......................ccccocvevvevvvinvianecnncen. 13

Independent Auditor’s Report on Compliance for Each Major Program and on

Internal Control over Compliance Required by the Uniform Guidance .....................ccccooceene. 14-15
Schedule of Expenditures of Federal AWArds ..........ccceoviviirierieiiecie et eieeee e sreesre e sreeseneseneseneeens 16
Schedule of Findings and QUEeStioNed COSES .........couerierieririeniiniieienieeeeteeieete ettt 17-18

Schedule of Prior Findings and QUestioned COStS .........ceceerierierieriieeieesiierieseesreeeeeseesieeseeesenesnne e 19-20



--n-n------:::----:-nnn-n---:-n-----r--n--rrvrs-s- O-oE-r1»»r44
ELLSWORTH  STOUT

CPAs and Consultants

Independent Auditor’s Report

To the Board of Directors
Sunrise Children’s Foundation

Report on the Financial Statements

We have audited the accompanying financial statements of Sunrise Children’s Foundation (a nonprofit
organization) which comprise the statements of financial position as of June 30, 2018 and 2017, 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Sunrise Children’s Foundation as of June 30, 2018 and 2017, 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.

The CPA. Never Underestimate The Value.

Acuity Financial Center
7881 W. Charleston Blvd., Ste. 155 - Las Vegas, NV 89117
p 702-871-2727 1702-876-0040
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Other Matters

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the 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 October 4, 2018 on
our consideration of Sunrise Children’s Foundation’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance, and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Sunrise Children’s Foundation’s internal control over financial
reporting and compliance.

Z |lowodth 4 Stoud- LLe

Las Vegas, Nevada
October 4, 2018



SUNRISE CHILDREN’S FOUNDATION
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2018 AND 2017

ASSETS 2018 2017

Current Assets:

Cash and cash equivalents $ 3,064,603 $ 2,276,364
Cash and cash equivalents, restricted 26,452 64,827
Grants receivable 1,346,676 1,184,067
Inventory 9,665 9,002
Prepaid expenses 97,906 77,802
Total current assets 4,545,302 3,612,062
Property and Equipment, net 1,893,107 1,762,310

Other Assets:
Refundable deposits 75,016 52,699
Total Assets $ 6,513,425 $ 5,427,071

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 92,440 $ 140,218
Accrued expenses 292,785 336,820
Current portion of deferred lease liability 7,450 4,127

Total current liabilities 392,675 481,165

Long-Term Liabilities:

Deferred lease liability, net of current portion 10,552 11,576
403,227 492,741

Net Assets:
Unrestricted 4,043,307 2,986,945
Temporarily restricted 2,066,891 1,947,385
6,110,198 4,934,330
Total Liabilities and Net Assets $ 6,513,425 $ 5,427,071

See accompanying notes to the financial statements.



SUNRISE CHILDREN’S FOUNDATION
STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
Unrestricted Net Assets
Unrestricted revenue and other support:
Grant income $ 12,877,650 $ 12,132,496
Donations 27,951 10,314
Special events, net of expenses of $52,028
and $64,318, respectively 39,598 32,642
In-kind donations 630,100 615,289
Interest income 1,179 367
Other income 2,011 11,670
Net assets released from donor restrictions 347,179 504,926
13,925,668 13,307,704
Expenses:
Program services 12,155,012 11,738,231
Supporting Services:
Management and general 646,914 264,107
Fundraising 67,380 24,953
12,869,306 12,027,291
Other increase (decrease):
Loss on disposal of property and equipment - (135,143)
Increase in unrestricted net assets 1,056,362 1,145,270
Temporarily Restricted Net Assets
Contributions 466,685 1,318,151
Net assets released from donor restrictions (347,179) (504,926)
Increase in temporarily restricted net assets 119,506 813,225
Increase in Net Assets 1,175,868 1,958,495
Net Assets, Beginning of Year 4,934,330 2,975,835
Net Assets, End of Year $ 6,110,198 $ 4,934,330

See accompanying notes to the financial statements.



SUNRISE CHILDREN’S FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2018
Management
Program and General Fundraising Total

Advertising $ 17,431  $ 6,646 % 775 % 24,852
Automobile expenses 57,700 173 - 57,873
Bank charges - 2,050 30 2,080
Depreciation 291,120 - - 291,120
Dues and subscriptions 27,964 6,000 - 33,964
Education expenses 37,170 2,438 150 39,758
Fees and certifications 510,617 45,387 132 556,136
Fundraising - - 2,369 2,369
Insurance 678,694 121,547 176 800,417
Meals and entertainment 7,274 6,362 7,094 20,730
Miscellaneous 9,849 7,588 1,229 18,666
Occupancy 1,589,772 32,773 24,843 1,647,388
Office expenses 247,648 32,907 2,946 283,501
Professional fees 32,518 43,233 - 75,751
Program expenses 2,303,352 - - 2,303,352
Repair and maintenance 212,525 7,772 1,275 221,572
Salaries, taxes and related expenses 5,880,917 318,707 26,361 6,225,985
Travel 102,915 8,574 - 111,489
Utilities 147,546 4,757 - 152,303

$ 12,155,012  $ 646,914  $ 67,380 $§ 12,869,306

See accompanying notes to the financial statements.



SUNRISE CHILDREN’S FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2017
Management
Program and General Fundraising Total

Advertising $ 6,155 $ 8217 % - 14,372
Automobile expenses 70,982 364 45 71,391
Bank charges - 2,124 - 2,124
Depreciation 266,182 2,347 - 268,529
Dues and subscriptions 4978 5,515 300 10,793
Education expenses 1,264 2,175 - 3,439
Fees and certifications 49,563 3,157 49 52,769
Fundraising - - 5,295 5,295
Insurance 692,428 53,812 28 746,268
Meals and entertainment 6,021 2,969 429 9,419
Miscellaneous 5,398 2,442 - 7,840
Occupancy 1,443,978 22,248 652 1,466,878
Office expenses 237,845 30,209 803 268,857
Professional fees 74,006 36,271 - 110,277
Program expenses 2,526,457 - - 2,526,457
Repair and maintenance 94,364 10,991 - 105,355
Salaries, taxes and related expenses 5,993,513 73,442 14,073 6,081,028
Travel 125,218 4,643 3,279 133,140
Utilities 139,879 3,181 - 143,060

$ 11,738,231  $ 264,107  $ 24,953 12,027,291

See accompanying notes to the financial statements.



SUNRISE CHILDREN’S FOUNDATION
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2018 AND 2017

Cash Flows from Operating Activities

Increase in net assets
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:
Deferred lease
Depreciation
Loss on disposal of property and equipment
Changes in operating assets and liabilities:
(Increase) decrease in grants receivable
(Increase) decrease in inventory
(Increase) decrease in prepaid expenses
(Increase) decrease in refundable deposits
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in deferred revenue

Net cash provided by operating activities

Cash Flows from Investing Activities
Purchase of property and equipment

Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Cash and Cash Equivalents, Unrestricted
Cash and Cash Equivalents, Temporarily Restricted

See accompanying notes to the financial statements.

2018 2017
1,175,868 1,958,495
2,299 (2,215)
291,120 268,529
- 135,143
(162,609) 510,407
(663) 2,709
(20,104) 14,090
(22,317) (3,330)
(47,778) (159,621)
(44,035) (46,750)
: (5,000)
1,171,781 2,672,457
(421,917) (1,181,184)
749,864 1,491,273
2,341,191 849,918
3,091,055 2,341,191
3,064,603 2,276,364
26,452 64,827
3,091,055 2,341,191




SUNRISE CHILDREN’S FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 1 - NATURE OF ORGANIZATION

Sunrise Children’s Foundation (the Foundation) is a nonprofit organization, serving residents of Clark County,
Nevada. The Foundation is dedicated to helping children fulfill their potential of safe, healthy and educated lives.
The majority of revenue is obtained through government grants, fees and reimbursements. The activities of the
Foundation are described below:

Early Head Start (EHS) — recognizes the importance of the development that occurs in the first three years of life
and actively works in partnership with families and community to promote the healthy growth and development of
children from low-income families.

Women, Infants and Children (WIC) — is a federally funded program operated by the Nevada State Health Division.
The Foundation currently operates five WIC clinics throughout Clark County. The clinics provide a supplemental
nutrition program for women, infants and children.

Home Instruction Program for Preschool Youngsters (HIPPY) — is a parent involvement, school readiness program
that helps parents prepare their preschool age children for success in school and beyond.

Maternal and Infant Early Childhood Home Visiting (MIECHV) — targets at-risk communities through two
evidence-based home visiting programs that support healthy child development and ensures the safety of young
children from birth to five years of age as well as family members.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Sunrise Children’s Foundation is presented to assist in
understanding the Foundation’s financial statements. The financial statements and notes are representations of the
Foundation’s management, which is responsible for their integrity and objectivity. These accounting policies
conform to accounting principles generally accepted in the United States of America and have been consistently
applied in the preparation of the financial statements.

Basis of Accounting

The financial statements of the Foundation have been prepared on the accrual basis of accounting and accordingly
reflect all significant receivables, payables, and other liabilities.

Basis of Presentation

The accompanying financial statements have been presented in accordance with accounting principles generally
accepted in the United States of America applicable to not-for-profit organizations, principally Accounting
Standards Codification (ASC) 958, Not-for-Profit Entities. Under ASC 958, the Foundation is required to report
information regarding its financial position and changes in financial position according to three classes of net
assets; unrestricted net assets, temporarily restricted net assets and permanently restricted net assets.

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues and expenses. Accordingly, actual results could differ from those estimates.



SUNRISE CHILDREN’S FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
JUNE 30, 2018 AND 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and Cash Equivalents

For the purpose of the statement of cash flows, the Foundation considers all highly liquid investments available for
current use within an original maturity of three months or less to be cash equivalents.

The Foundation has concentrated its credit risk for cash by maintaining deposits in financial institutions, which at
times may exceed amounts covered by insurance provided by the U.S. Federal Deposit Insurance Corporation
(FDIC). The Foundation has not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk to cash.

Grants Receivable

Grant revenues are recorded as they are earned, according to the provisions of the grant. Normally, grant revenues
are earned and received as the grant period progresses. The provisions of the grant determine the timing of revenue
recognition. The Foundation does not anticipate any collection losses with respect to the receivable balance. As of
June 30, 2018 and 2017, no allowance for doubtful accounts was deemed necessary.

Inventory

Inventory, which consists of program supplies held in storage and not yet placed in service, is valued at the lower of
cost or market value. Donated items are recorded at estimated fair value at the date of donation.

Property and Equipment

The Foundation capitalizes all significant expenditures for property and equipment at cost. The threshold for
capitalization is $5,000. Property and equipment that are contributed to the Foundation are recorded at the
approximate fair value at the date of donation. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets, which range between five to fifteen years. Due to grant restrictions, the
Foundation may be required to obtain prior approval before disposing of any material fixed assets that have been
purchased with grant funds.

Contributed Materials and Services

Generally, donated materials, if significant in amount, are recorded at their fair market value, provided the
Foundation has a clearly measurable and objective basis or determining the value. In the case of materials where
such values cannot reasonably be determined, the donation is not recorded. Donated professional services are
recognized at fair value if the services received (a) create or enhance long-lived assets or (b) require specialized
skills, are provided by individuals possessing those skills, and would typically need to be purchased if not provided
by donation. The amounts reflected in the accompanying financial statements as in-kind contributions are offset by
like amounts included in expenses, capitalized in property and equipment, or an increase in inventory. The
Foundation received the following in-kind contributions for the years ended June 30:

2018 2017
Equipment and supplies  $§ 67,624 $ 35,414
Free use of facilities 538,504 517,055
Professional services 23,972 62,820

$ 630,100 § 615,289




SUNRISE CHILDREN’S FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
JUNE 30, 2018 AND 2017

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contributed Materials and Services (Continued)

In addition, unpaid volunteers have donated their time to the Foundation’s programs. The value of such services
has not been reflected in the accompanying financial statements since the volunteers’ time does not meet the criteria
for recognition as contributed services.

Revenue Recognition

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support,
depending on the existence and/or nature of any donor restrictions. All donor-restricted support is reported as an
increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When a
restriction expires by a stipulated time restriction lapsing or by the purpose of the restriction having been
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions. Donor restricted contributions whose restrictions are
met in the same period received are reported as unrestricted support.

Functional Expenses

The costs of providing the various programs and other activities have been summarized on a functional basis in the
statements of activities and functional expenses. Accordingly, certain costs have been allocated among the
programs and supporting services benefited, based on management’s estimates.

Income Taxes

In October 1994, the Foundation received notification from the Internal Revenue Service that the Foundation is
exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and has been classified as a
public charity under Sections 509(a)(1) and 170(b)(1)(A)(vi). Therefore, no provision for income taxes is made in
the accompanying financial statements.

As defined by ASC Topic 740, Income Taxes, no provision or liability for materially uncertain tax positions was
deemed necessary by management. Therefore, no provision or liability for uncertain tax positions has been included

in these financial statements.

The Foundation is no longer subject to potential U.S. federal income tax examinations by tax authorities for fiscal
years before June 30, 2015.

Advertising

Advertising costs are expensed as incurred. Advertising expense for the years ended June 30, 2018 and 2017 was
$24,852 and $14,372, respectively.

Reclassifications

Certain reclassifications have been made to the prior year financial statement presentation to correspond to the
current year’s format. Net assets were unchanged due to these reclassifications.

10



SUNRISE CHILDREN’S FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
JUNE 30, 2018 AND 2017

NOTE 3 - PROPERTY AND EQUIPMENT

As of June 30, 2018 and 2017, property and equipment consisted of the following:

2018 2017

Computer equipment $ 224,405 $ 224,405
Furniture and fixtures 52,752 -
Leasehold improvements 1,893,816 1,676,447
Playground equipment 257,635 132,803
Program service equipment 6,544 6,544
Vehicles 210,044 183,080

2,645,196 2,223,279
Less: accumulated depreciation (752,089) (460,969)

$ 1,893,107 § 1,762,310

Depreciation expense for the years ended June 30, 2018 and 2017 was $291,120 and $268,529, respectively.

NOTE 4 - LEASE AGREEMENTS

The Foundation has multiple non-cancelable operating leases for EHS, WIC and administrative locations ranging
from one to eight years in length and expiring at various times through July 2023, with monthly rent ranging from
$755 to $21,119 per month. Payments related to optional lease extensions are not included in future minimum lease
payments until terms have been agreed to.

Future minimum lease payments are as follows for the years ending June 30:

2019 $ 657,188
2020 467,748
2021 132,942
2022 107,942
2023 43,712
Thereafter 2,572
$ 1,412,104

Total rent expense for the years ended June 30, 2018 and 2017 was $1,329,820 and $1,181,498, respectively, and is
included in the caption “Occupancy” on the accompanying statements of functional expenses.

NOTE 5 - COMMITMENTS AND CONTINGENCIES
The Foundation is at times involved in disputes that relate to routine matters incidental to its business. In the

opinion of management, the ultimate disposition of these matters will not have a material adverse effect on the
Foundation’s financial position, results of operations or cash flows.

11



SUNRISE CHILDREN’S FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS — CONTINUED
JUNE 30, 2018 AND 2017

NOTE 6 - CONCENTRATIONS

For the years ended June 30, 2018 and 2017, approximately 82% and 86%, respectively, of the Foundation’s
revenue was derived from two federal grants for the EHS and WIC programs. The current level of the Foundation’s
operations and program services could be impacted or segments discontinued if funding for these programs was not
renewed.

NOTE 7 - RETIREMENT PLAN

The Foundation has a defined contribution plan (the Plan) available to all employees who meet eligibility
requirements. Employees become a participant in the Plan on the first day of the month following the completion of
the eligibility requirements. Through payroll deduction, plan participants contribute elective deferrals up to the
maximum amount allowed by law and the Plan. The Foundation can make matching and nonelective contributions
to the Plan although they are not required to do so.

NOTE 8 - TEMPORARILY RESTRICTED NET ASSETS

The Foundation has received restricted funds in support of various programs. If the Foundation ceases to operate
the federally supported programs the assets purchased with monies from grantors would be given to the succeeding
organization. Temporarily restricted net assets are available for the following programs:

2018 2017
Early Head Start $ 1,688,547 $ 1,686,165
Women, Infants and Children 340,536 170,856
MIECHV 37,808 67,864
Other - 22,500
$ 2,066,891 $ 1,947,385

Temporarily restricted net assets consist of the following assets:

2018 2017
Cash § 26452 § 64,827
Inventory 9,665 9,002
Prepaid expenses 69,637 68,604
Property and equipment 1,893,106 1,759,164
Deposits 68,031 45,788
$ 2,066,891 $ 1,947,385

NOTE 9 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through October 4, 2018, which is the date the financial statements were

available to be issued.

12
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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
Sunrise Children’s Foundation

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States, the financial statements of Sunrise Children’s Foundation (a nonprofit organization) which comprise the
statements of financial position as of June 30, 2018 and 2017, and the related statements of activities, functional expenses and
cash flows for the years then ended, and the related notes to the financial statements, and have issued our report thereon dated
October 4, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Sunrise Children’s Foundation’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 the Sunrise Children’s Foundation’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Foundation’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 consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Sunrise Children’s Foundation’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the organization’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the Foundation’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Z llewetn 4 Stod-, LLe

Las Vegas, Nevada

October 4, 2018
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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
Sunrise Children’s Foundation

Report on Compliance for Each Major Federal Program

We have audited Sunrise Children’s Foundation’s compliance with the types of compliance requirements described in the OMB
Compliance Supplement that could have a direct and material effect on each of Sunrise Children’s Foundation’s major federal
programs for the year ended June 30, 2018. Sunrise Children’s Foundation’s major federal programs are 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 each of Sunrise Children’s Foundation’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the 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 Sunrise Children’s Foundation’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 each major federal program. However,
our audit does not provide a legal determination of Sunrise Children’s Foundation’s compliance with those requirements.

Opinion on Each Major Federal Program

In our opinion, Sunrise Children’s Foundation complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended June 30, 2018.

Report on Internal Control over Compliance

Management of Sunrise Children’s Foundation 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 Sunrise Children’s Foundation’s internal control over compliance with the types of requirements that could have
a direct and material effect on a 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
Sunrise Children’s Foundation’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. 4 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.
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A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control
over compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with governance.

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

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

Z |lowodth 4 Stoud- LLe

Las Vegas, Nevada
October 4, 2018



SUNRISE CHILDREN’S FOUNDATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2018
PASS-
THROUGH
FEDERAL ENTITY PASSED
FEDERAL GRANTOR/PASS-THROUGH CFDA  IDENTIFYING THROUGH TO FEDERAL
GRANTOR/PROGRAM OR CLUSTER TITLE NUMBER NUMBER SUBRECIPIENTS EXPENDITURES
U.S. Dept. of Health and Human Services
Early Head Start 93.600 $ - $ 8,486,933
Passed through the Nevada Department of Health and
Human Services:
Maternal, Infant and Early Childhood Home
Visiting Program (MIECHV) 93.505 16196 - 373,864
U.S. Department of Agriculture
Passed through the Nevada Department of Health and
Human Services:
Women, Infants and Children (WIC) Program 10.557 16161 & 16168 - 3,066,808
Passed through the Nevada Department of Agriculture:
Child and Adult Care Food Program (CACFP) 10.558 C1334 - 209,599
Total Expenditures of Federal Awards $ - $ 12,137,204

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal award activity
of Sunrise Children’s Foundation under programs of the federal government for the year ended June 30, 2017. The
information in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the operations of Sunrise
Children’s Foundation, it is not intended to and does not present the financial position, changes in net assets, or
cash flows of Sunrise Children’s Foundation.

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.

Indirect Cost Rate

Sunrise Children’s Foundation has elected to use the 10-percent de minimis indirect cost rate allowed under the
Uniform Guidance.
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SUNRISE CHILDREN’S FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2018

Section I - Summary of Auditor's Results

Financial Statements
Type of report the auditor issued on whether the financial statements

audited were prepared in accordance with GAAP: Unmodified
Internal control over financial reporting:
Material weaknesses identified? yes X no
Significant deficiencies identified? yes X none reported

Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over major federal programs:
Material weaknesses identified? yes X no
Significant deficiencies identified? yes X none reported
Type of auditor's report issued on compliance
for major federal programs: Unmodified
Any audit findings disclosed that are required to
be reported in accordance with
2 CFR 200.516(a)? yes X no

Identification of major federal programs:
CFDA Number Name of Federal Program or Cluster:

10.557 Women, Infants and Children (WIC)
Dollar threshold used to distinguish between type A and type B programs: $750,000

Auditee qualified as a low-risk auditee? X yes
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SUNRISE CHILDREN’S FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
YEAR ENDED JUNE 30, 2018

Section II — Financial Statement Findings

None reported.

Section III — Federal Award Findings and Questioned Costs

None reported.
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SUNRISE CHILDREN’S FOUNDATION
SCHEDULE OF PRIOR FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2017

Section I - Summary of Auditor's Results

Financial Statements
Type of report the auditor issued on whether the financial statements

audited were prepared in accordance with GAAP: Unmodified
Internal control over financial reporting:
Material weaknesses identified? yes X no
Significant deficiencies identified? yes X none reported

Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over major federal programs:
Material weaknesses identified? yes X no
Significant deficiencies identified? yes X none reported
Type of auditor's report issued on compliance
for major federal programs: Unmodified
Any audit findings disclosed that are required to
be reported in accordance with
2 CFR 200.516(a)? yes X no

Identification of major federal programs:
CFDA Number Name of Federal Program or Cluster:

93.600 Early Head Start
Dollar threshold used to distinguish between type A and type B programs: $750,000

Auditee qualified as a low-risk auditee? X yes
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SUNRISE CHILDREN’S FOUNDATION
SCHEDULE OF PRIOR FINDINGS AND QUESTIONED COSTS - CONTINUED
YEAR ENDED JUNE 30, 2017

Section II — Financial Statement Findings

None reported.

Section III — Federal Award Findings and Questioned Costs

None reported.
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