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Independent Auditor's Report

To the Board of Directors
East Coast Migrant Head Start Project
Raleigh, North Carolina
Report on the Financial Statements
We have audited the accompanying financial statements of East Coast Migrant Head Start Project (a
nonprofit organization) ("ECMHSP"), which comprise the statement of financial position as of January 31,
2018, and the related statements of activities and changes in net assets, expenses by nature and function, and
cash flows for the year 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 audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
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 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 ECMHSP'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 ECMHSP'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 East Coast Migrant Head Start Project as of January 31, 2018, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.
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Report on Summarized Comparative Information
We have previously audited the East Coast Migrant Head Start Project's January 31, 2017 financial
statements, and our report dated June 27, 2017, expressed an unmodified opinion on those audited financial
statements. In our opinion, the summarized comparative information presented herein as of and for the year
ended January 31, 2017, is consistent, in all material respects, with the audited financial statements from
which it has been derived.
Report on Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of revenues and expenditures of federal awards, is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a whole.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated May 23, 2018, on
our consideration of ECMHSP'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 ECMHSP's internal control over financial reporting and
compliance.

Greensboro, North Carolina
May 23, 2018
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EAST COAST MIGRANT HEAD START PROJECT
Statement of Financial Position
January 31, 2018
(With Comparative Totals as of January 31, 2017)

Assets
Cash and cash equivalents
Due from DHHS
Due from USDA
Due from others
Prepaid expenses and other assets
Property and equipment, net
Total Assets

2018
$
857,464
419,649
118,342
75,965
507,377
10,591,514

2017
$
141,992
1,133,946
123,680
7,117
759,689
9,754,728

$ 12,570,311

$ 11,921,152

$

$

Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses
Accrued payroll and payroll related liabilities
Due to sub-recipient agencies
Total Liabilities
Net Assets:
Assets without donor restrictions
Invested in fixed assets
Other
Assets with donor restrictions
Total Net Assets

534,927
991,794
411,549
1,938,270

10,591,514
(56,984)
97,511
10,632,041

Total Liabilities and Net Assets

$ 12,570,311

See Notes to Financial Statements
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376,844
777,967
704,905
1,859,716

9,754,728
213,358
93,350
10,061,436
$ 11,921,152

EAST COAST MIGRANT HEAD START PROJECT
Statement of Activities and Changes in Net Assets
Year Ended January 31, 2018
(With Comparative Totals for the Year Ended January 31, 2017)
2018
Net Assets
With Donor
Restrictions

Net Assets
Without Donor
Restrictions
Revenue and Support:
DHHS Head Start Grants
In-kind contributions
USDA Child and Adult Care Food Program
Head Start Grant - prior period
Contributions and others
Other income
Total Revenue and Support
Net Assets Released From Restrictions
Total Revenue and Support, and Net
Assets Released From Restrictions
Expenses:
Program Services:
Head Start and other program services
Training and technical assistance
Total Program Services
Supporting Services:
Management and general
Total Supporting Services
Total Expenses
Changes in Net Assets
Net assets, beginning
Net assets, ending

$ 43,711,828
2,805,773
619,475
258,894
47,395,970

$

3,928

8,089
8,089
(3,928)

2017

Total

Total

$ 43,711,828
2,805,773
619,475
258,894
8,089
47,404,059

$ 45,952,715
1,803,347
588,539
1,083,313
215,891
4,367
49,648,172

-

-

47,399,898

4,161

47,404,059

49,648,172

39,818,883
556,935
40,375,818

-

39,818,883
556,935
40,375,818

39,547,913
645,652
40,193,565

6,457,636
6,457,636

-

6,457,636
6,457,636

7,186,230
7,186,230

46,833,454

-

46,833,454

47,379,795

566,444

4,161

570,605

2,268,377

9,968,086

93,350

10,061,436

7,793,059

97,511

$ 10,632,041

$ 10,061,436

$ 10,534,530

See Notes to Financial Statements
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$

EAST COAST MIGRANT HEAD START PROJECT
Statement of Expenses by Nature and Function
Year Ended January 31, 2018
(With Comparative Totals for the Year Ended January 31, 2017)

Head Start
and Other
Program
Services
Salaries
$ 18,116,158
Benefits
6,196,682
Sub-recipient agencies
4,509,188
In-kind contributions
1,538,608
Travel/transportation
1,925,717
Food service supplies
691,436
Supplies
1,050,758
Board of directors/policy council
186,566
Medical services
138,355
Rent/utilities
1,965,553
Training and staff development
59,489
Taxes
34,277
Equipment expense
31,428
Equipment rental
165,880
Insurance
307,913
Professional fees
323,166
Temporary help
Repairs and maintenance
574,912
Renovations and construction
66,482
536,979
Relocation
Communications
419,167
Depreciation
796,283
Miscellaneous
183,886
Total Expenses
$ 39,818,883

Program Services
Training
and
Technical
Assistance
$ 309,583
69,468
38,416
55,102
274
5,317
17,614
14,922
2,830
9,500
183
2,839
30,887
$ 556,935

Supporting
Services
Total
Program
Expenses
$ 18,425,741
6,266,150
4,547,604
1,538,608
1,980,819
691,710
1,056,075
186,566
138,355
1,983,167
74,411
34,277
31,428
168,710
307,913
332,666
575,095
66,482
536,979
422,006
796,283
214,773
$ 40,375,818

See Notes to Financial Statements
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Management
and
General
$ 3,473,858
922,134
572,226
111,011
160,639
12,102
104,652
44,021
314,364
40,681
33,689
16,947
30,700
383,464
58,775
885
84,167
40,911
52,410
$ 6,457,636

2018
Totals
$ 21,899,599
7,188,284
5,119,830
1,649,619
2,141,458
703,812
1,160,727
230,587
138,355
2,297,531
115,092
67,966
31,428
185,657
338,613
716,130
58,775
575,980
66,482
621,146
462,917
796,283
267,183
$ 46,833,454

2017
Totals
$ 20,153,516
6,812,060
8,630,488
1,803,347
1,980,234
684,043
1,148,582
224,279
86,449
2,035,585
213,161
33,768
179,402
362,314
671,603
137,155
578,543
331,074
422,418
677,443
214,331
$ 47,379,795

EAST COAST MIGRANT HEAD START PROJECT
Statement of Cash Flows
Year Ended January 31, 2018
(With Comparative Totals for the Year Ended January 31, 2017)

2018
Cash flows from operating activities:
Changes in net assets
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Depreciation
Fair value of donated property and equipment
Changes in assets and liabilities:
(Increase) decrease in:
Due from DHHS
Due from USDA
Due from others
Prepaid expenses and other assets
Increase (decrease) in:
Accounts payable and accrued expenses
Accrued payroll and payroll related liabilities
Due to sub-recipient agencies
Deferred revenue
Net cash provided by operating activities

$

570,605

2017
$ 2,268,377

796,283
(1,168,953)

677,443
-

714,297
5,338
(68,848)
252,312

282,627
(12,975)
(6,539)
(289,888)

158,083
213,827
(293,356)
1,179,588

(562,317)
194,205
10,143
(1,083,313)
1,477,763

Cash flows from investing activities:
Purchase of fixed assets
Net cash used in investing activities

(464,116)
(464,116)

(1,800,113)
(1,800,113)

Increase (decrease) in cash and cash equivalents

715,472

(322,350)

Cash and cash equivalents - beginning

141,992

464,342

Cash and cash equivalents - ending

$

See Notes to Financial Statements
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857,464

$

141,992

EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 1 - ORGANIZATION
The Organization
The East Coast Migrant Head Start Project (ECMHSP) was organized in 1974 by the Leadership
Conference of Women Religious to receive funds from the U.S. Department of Health and Human
Services (DHHS), Office of Child Development under Head Start grants, to provide
comprehensive child development services to migrant farm worker children. On September 23,
1981, ECMHSP was separately incorporated under the laws of the Commonwealth of Virginia.
ECMHSP began operating as a nonprofit corporation independent of the Leadership Conference
of Women Religious on February 1, 1982.
ECMHSP's primary source of revenue and support is through a Head Start grant award from the
Administration for Children and Families' (ACF) Office of Head Start of $47,399,010. ECMHSP
received proceeds totaling $42,940,531 from ACF for the year ended.
Beginning September 1, 2016, ECMHSP was awarded an Early Head Start grant from the
Administration of Children and Families' (ACF) Office of Head Start of $1,770,462. This grant
was for a twelve month period, which ended August 31, 2017. Beginning September 1, 2017,
ECMHSP was awarded another Early Head Start project grant of $1,787,742, which funds the
Early Head Start program for twelve months. ECMHSP received proceeds totaling $466,668 from
ACF for the year ended.
ECMHSP provides services to children of migrant and seasonal farmworkers in Alabama, Florida,
North Carolina, South Carolina, and Virginia in their direct service centers. Additional children of
migrant and seasonal farmworkers are served by sub-recipient agencies. Seasons generally run
from November through May in Florida, and April through November in the other states, with the
exception of two centers operated by a sub-recipient agency in Pennsylvania.
The Office of Head Start granted ECMHSP’s request to change their Migrant and Seasonal Grant
year from a January 31 year end to an October 31 year end to better align with the ECMHSP
program year. The 2017-18 grant was extended by nine months to shift the grant year end to
October 31, 2018. Additionally, the ECMHSP Board of Directors and Policy Council approved
Management's request to move the Fiscal Year from a January 31 year end to a December 31 year
end. The Fiscal Year for 2018 will run eleven months from February 1, 2018 through
December 31, 2018 to align the new Fiscal Year.
Sub-recipient Agencies
ECMHSP has contracted with sub-recipient agencies to operate Head Start centers, providing
continuity of Head Start programs to children of migrant and seasonal farmworkers during the
harvest season, while the workers and their families are moving up and down the East Coast of the
United States. The sub-recipient centers are located in North Carolina, Pennsylvania and New
Jersey.
On February 1, 2017, Telamon Corporation relinquished control of their four North Carolina
Migrant and Seasonal Head Start Centers to ECMHSP. This increased direct services expense by
$2,165,774 as of January 31, 2018. During the previous year ECMHSP paid Telamon $3,163,416
to operate these centers under contract as a sub-receipient agency.
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EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES
A summary of the significant accounting policies follows:
Comparative Financial Information for Prior Year
The financial statements include certain prior period summarized comparative information in
totals but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with ECMHSP's financial statements for the year ended
January 31, 2017, from which the summarized information was derived.
Financial Statement Presentation
Net assets, revenue and expenses are classified based on the existence or absence of donor
imposed restrictions. In 2017, ECMHSP changed accounting policies related to its classification
of net assets with donor restrictions and net assets without donor restrictions by early adopting
FASB Accounting Standards Update 2016-14, Not for Profit Entities - Presentation of Financial
Statements of Not for Profit Entities. Accordingly, net assets of ECMHSP and changes therein are
classified and reported as follows:
With donor restrictions - are subject to donor-imposed stipulations that will be met either by
actions of ECMHSP and/or the passage of time. When a donor restriction expires, that is
when a stipulated time restriction ends or purpose restriction is accomplished, net assets with
donor restrictions are reclassified to net assets without donor restrictions. If a donor
restriction is met in the same reporting period in which the contribution is received, the
contribution (to the extent that the restrictions have been met) is reported as unrestricted net
assets.
Without donor restrictions - are net assets and contributions that are not subject to donorimposed stipulations or for which restrictions have expired.
Cash and Cash Equivalents
Cash and cash equivalents include all cash and highly liquid investments (including mutual funds)
with an original purchase maturity of three months or less. ECMHSP maintains its cash in bank
deposit accounts which, at times, may exceed the federally insured limits.
Due from Government and Sub-recipient Agencies
Due from Government Agencies represents reimbursements due to ECMHSP for grants in which
ECMHSP has spent and recognized the grant dollars and is waiting to be reimbursed. Receivables
are reported at the amounts due, less any allowance. The allowance for doubtful accounts is based
on specific identification of uncollectible accounts and ECMHSP's historical collection
experience. As of year end, management believes all accounts receivable are fully collectible as
they have been collected in full as of the report date herein; thus, no allowance for doubtful
accounts was recorded.
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EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property and Equipment
ECMHSP purchases certain equipment, construction, improvements, and other capital items with
funds from DHHS, in which DHHS maintains a federal interest, and the assets would revert back
to DHHS should the grants end. ECMHSP capitalizes such equipment per U.S. GAAP, as
ECMHSP believes that the future expected life of the grant is equal to or greater than the expected
useful life of such assets based on current and historical information.
Purchased property and equipment is recorded at cost. Donated property and equipment is valued
at fair value at the time it is received. Such donations are reported as unrestricted assets unless the
donor has restricted the donated asset to a specific purpose.
Depreciation is provided based on the assets estimated useful lives using the straight-line method.
Assets purchased at amounts less than $5,000 are expensed as incurred and classified as supplies
expense in the accompanying statement of activities and changes in net assets, and statement of
expenses by nature and function. The majority of the fixed assets were purchased with federal
grant funds and are subject to a Federal interest. ECMHSP owns assets totaling $609,000. For the
purpose of reporting grant expenditures to DHHS (non-U.S. GAAP), all purchased property and
equipment is expensed as incurred.
The estimated service lives for depreciation purposes are as follows:
Buildings
Furniture, fixtures and equipment
Vehicles
Building improvements

30 years
5 years
5 years
10 years

Property and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Whenever the
carrying amount of an asset exceeds its recoverable amount, an impairment loss is recognized.
ECMHSP periodically retires equipment due to obsolescence or damage and applies proceeds, if
any, from such dispositions to purchase replacements, or to other purposes as approved by DHHS.
Deferred Revenue
Deferred revenue represents grant funds received in advance of incurring the grant expenses.
Deferred revenue is expected to be recognized as revenue in subsequent periods.
In-Kind Contributions
Donated goods and services that meet the requirements for recognition are recorded as revenue
and expenses in the accompanying statement of activities and changes in net assets at their
estimated fair values. Many volunteers have made significant contributions of time to
ECMHSP's programs and supporting functions. These contributed services do not meet the
criteria for U.S. GAAP recognition and, accordingly, are not recognized in the accompanying
financial statements. These services are considered matching support in accordance with the grant
terms.
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EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)
In-Kind Contributions (Continued)
In-kind contributions are as follows for the year ended:
Volunteer services
Donated Space
Donated Supplies
Health/Disability Services
Donated Property and Equipment
Total allowable in-kind for non-federal share
Adjustment for volunteer services
Total allowable GAAP in-kind included in
the financial statements

$ 1,292,844
1,384,820
151,006
100,994
1,168,953
4,098,617
(1,292,844)
$ 2,805,773

Use of 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 assumptions
that affect the reported amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.
Revenue Recognition
Revenue from DHHS Head Start grants, as discussed in Note 1 above, and the USDA Child and
Adult Food Program are recognized when the related expenses are incurred.
Florida, North Carolina, South Carolina, Virginia, and Alabama ECMHSP Direct Services
participate in the USDA Child Care and Adult Food Program. USDA reimburses ECMHSP
through those states for costs related to food, non-food supplies, and salary expenses for cooks
and cooks' aides, which amounted to $619,475 for the year. The revenue was recognized when
received as the related expenses were incurred, and it was not possible to estimate the amount of
the reimbursement when the expenses were incurred.
At year end, the amounts due from USDA that passed through the State of Florida Department of
Health amounted to $118,342.
Functional Allocation of Expenses
The costs of providing the various programs and other activities have been summarized on a
functional basis in the accompanying statements of activities and changes in net assets.
Accordingly, certain costs have been allocated among the programs and supporting services that
benefit from those costs based on an actual usage and percentage of resources devoted to aspects
of ECMHSP's operations.
Allocation of funds to programs is determined in accordance with the grant provisions. General
and administrative expenses include those expenses that are not directly identified with any other
specific function but provide for the overall support and direction of ECMHSP.
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EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes
ECMHSP is exempt from the payment of taxes on income other than net unrelated business
income under Section 501(c)(3) of the Internal Revenue Code, and has been classified by the
Internal Revenue Service (IRS) as other than a private foundation; therefore, there is no provision
for income taxes.
It is ECMHSP’s policy to evaluate all tax positions to identify any that may be considered
uncertain. All identified material tax positions are assessed and measured by a more-likely-thannot threshold to determine if the tax position is uncertain and what, if any, the effect of the
uncertain tax position may have on the financial statements. No material uncertain tax positions
were identified during the year.
Concentration of Credit and Business Risks
ECMHSP currently has one principal grantor, DHHS. If for any reason this grantor discontinues
funding, there is a risk that ECMHSP will not be able to continue operations and provide the
services that it currently does.
Subsequent Events
Management has performed an evaluation of subsequent events through May 23, 2018, which is
the date the financial statements were available to be issued.

NOTE 3 - PROPERTY AND EQUIPMENT
Property and equipment consisted of:
Land
Buildings
Furniture and equipment
Vehicles
Construction in progress

$

Less accumulated depreciation

193,203
14,423,484
795,592
6,964,051
18,600
22,394,930
(11,803,416)
$ 10,591,514

NOTE 4 - NET ASSETS
Net assets with donor restrictions represent funds held by ECMHSP to be used for scholarship
grants up to $1,000 and emergencies of not more than $500 for migrant families as follows:
Geraldine O'Brien Parent Scholarship Fund
Michael Murphy Parent Emergency Fund
Total net assets with donor restrictions
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$
$

79,412
18,099
97,511

EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 5 - DUE TO SUB-RECIPIENT AGENCIES
Amounts due to sub-recipient agencies represent expenditures of sub-recipient agencies that were
incurred and obligated during the year. These amounts were paid subsequent to year-end as
follows:
Sub-recipient Agency
Pathstone, Inc. (NJ/PA)
Benedictine Sisters of Erie (PA)

$
$

399,259
12,290
411,549

NOTE 6 - ASSETS LIQUIDITY
The following reflects ECMHSP's financial assets as of the statement of financial position date,
reduced by amounts not available for general use because of contractual or donor-imposed
restrictions within one year of the statement of financial position date.
Financial assets, at year end
$ 1,395,455
Less those unavailable for general expenditures within one
year, due to contractual or donor-imposed restrictions:
Restricted by donor with purpose restrictions
97,511
Financial assets available to meet cash needs for general
expenditures within one year
$ 1,297,944
ECMHSP regularly monitors liquidity to meet its operating needs and contractual commitments.
The Organization receives significant Federal Funding through the Department of Health and
Human Services, Office of Head Start. Cash required for operating needs and contractual
commitments is drawn down to meet current commitments within three days of the actual
payment. The funds are available within a day of the request for payment.
ECMHSP prepares a zero based budget annually. The budget is reviewed by Management, Board
of Directors, Policy Council, Office of Head Start, and Grants Management. Throughout the year
monthly financial statements are shared with the Board of Directors, Policy Council, Management
Team and Department Managers.
The Organization manages its liquidity and reserves following three guiding principles: Operating
within a prudent range of financial soundness and stability, maintaining adequate liquid assets to
fund near-term operating needs, and maintaining sufficient reserves to provide reasonable
assurance that long-term obligations will be discharged. The entity forecasts its future cash flows
and monitors liquidity on a weekly basis. During the years ended January 31, 2018 and 2017, the
level of liquidity was managed within the guiding principles.
NOTE 7 - RETIREMENT PLAN
ECMHSP has a 403(b) plan that covers substantially all employees who meet eligibility
requirements. ECMHSP contributes to the plan based on a percentage of gross wages paid.
ECMHSP's contribution to the retirement savings plan for the year, including matching funds, was
$1,524,532.
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EAST COAST MIGRANT HEAD START PROJECT
Notes to Financial Statements
NOTE 8 - COMMITMENTS AND CONTINGENCIES
Future Lease Obligations
ECMHSP has operating leases associated with most, but not all, of its administrative offices,
regional direct service offices, direct service centers, transportation yards and certain equipment.
Monthly payments range from $300 per month to approximately $57,000 per month with maturity
dates ranging from 2018 through 2028.
The following represents ECMHSP's future minimum lease obligations:
11 months ending December 31, 2018
2019
2020
2021
2022
Thereafter

$ 1,169,777
1,195,549
1,011,115
877,469
709,050
3,481,708
$ 8,444,668

Total rent expense was $1,546,432, for the year.

NOTE 9 - ACCOUNTING STANDARDS ISSUED BUT NOT YET EFFECTIVE
In February 2016, the Financial Accounting Standards Board issued Accounting Standards Update
2016-02, Leases. This update is effective for fiscal periods beginning after December 15, 2019 for
nonpublic entities (Topic 840). Under the new standard, lessees will be required to recognize
assets and liabilities on the balance sheet for the rights and obligations created by all leases with
terms of more than 12 months. The standard will apply to both types of leases, capital (or finance)
leases and operating leases. Previously, U.S. GAAP has required only capital leases to be
recognized on lessee balance sheets. As under current U.S. GAAP, the recognition, measurement,
and presentation of expenses and cash flows arising from a lease for lessees primarily will depend
on its classification as a finance or operating lease. For capital or finance leases, lessees will
recognize amortization of the right-of-use asset separately from interest on the lease liability. For
operating leases, lessees will recognize a single total lease expense. For both types of leases,
lessees will recognize a right-of-use asset and a lease liability. Lessor accounting under the new
standard will remain similar to lessor accounting under current U.S. GAAP.
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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
East Coast Migrant Head Start Project
Raleigh, North Carolina
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 East
Coast Migrant Head Start Project (a nonprofit organization) (“ECMHSP”), which comprise the
statement of financial position as of January 31, 2018, and the related statements of activities and
changes in net assets, expenses by nature and function, and cash flows for the year then ended, and
the related notes to the financial statements, and have issued our report thereon dated May 23, 2018.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered ECMHSP'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 Agency's
internal control. Accordingly, we do not express an opinion on the effectiveness of ECMHSP'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 ECMHSP'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.

Page 14

Compliance and Other Matters
As part of obtaining reasonable assurance about whether ECMHSP'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
ECMHSP’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering ECMHSP’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Greensboro, North Carolina
May 23, 2018
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Independent Auditor's Report on Compliance
For The Major Program and on Internal Control
Over Compliance Required by the Uniform Guidance
To the Board of Directors
East Coast Migrant Head Start Project
Raleigh, North Carolina
Report on Compliance for The Major Federal Program
We have audited East Coast Migrant Head Start Project's ("ECMHSP") compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on ECMHSP's major federal program for the year ended January 31, 2018. East Coast
Migrant Head Start Project'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, contracts, and the terms
and conditions of its federal awards applicable to its federal program.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for East Coast Migrant Head Start Project'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 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 East Coast Migrant Head Start Project'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 ECMHSP’s
compliance.
Opinion on The Major Federal Program
In our opinion, East Coast Migrant Head Start Project 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 January 31, 2018.
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Report on Internal Control Over Compliance
Management of East Coast Migrant Head Start Project 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 East Coast Migrant Head Start
Project'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 East Coast Migrant
Head Start Project'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. 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.

Greensboro, North Carolina
May 23, 2018
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EAST COAST MIGRANT HEAD START PROJECT
Schedule of Revenues and Expenditures of Federal Awards
Year Ended January 31, 2018

Catalog of
Federal
Domestic
Assistance
Number

Grant or
Pass-through
Number

Passed
through to
Subrecipients

Federal
Expenditures

93.600

90CM9796/05

$ 5,119,830

$ 42,940,531

Early Head Start

93.600

90HM0005-02-03

-

466,668

Early Head Start

93.600

90HM0005-03-03

-

301,540

Grantor/Pass-Through
Grantor/Program Title
U. S. Department of Health and Human Services:
Office of Human Development Services:
Head Start

Total U. S. Department of Health and
Human Services
U. S. Department of Agriculture:
Passed Through from the State of Florida
Department of Health and Human Services:
Child and Adult Care Food Program

5,119,830

43,708,739

10.558

S-83

-

522,921

Passed Through from the State of North Carolina
Department of Health and Human Services:
Child and Adult Care Food Program

10.558

6705

-

98,458

Passed Through from the State of South Carolina
Department of Social Services:
Child and Adult Care Food Program

10.558

C113309F

-

20,357

Passed Through from the State of South Carolina
Department of Social Services:
Child and Adult Care Food Program

10.558

60198

-

25,907

Passed Through from the State of Alabama
Department of Education:
Child and Adult Care Food Program

10.558

APN-0000

-

89,379

-

757,022

Total U. S. Department of Agriculture
Total Expenditures of Federal Awards

See Notes to Schedule of Revenues and Expenditures of Federal Awards
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$ 5,119,830

$ 44,465,761

EAST COAST MIGRANT HEAD START PROJECT
Notes to the Schedule of Revenues and Expenditures of Federal Awards
Year Ended January 31, 2018
NOTE A - BASIS OF PRESENTATION
The accompanying schedule of revenues and expenditures of federal awards (the "Schedule")
includes the federal award activity of East Coast Migrant Head Start Project, under programs of
the federal government for the year ended January 31, 2018. 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 East Coast Migrant Head Start Project, it is not intended to and does not present the
financial position, changes in net assets, or cash flows of East Coast Migrant Head Start Project.

NOTE B - 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, or
OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, wherein
certain types of expenditures are not allowable or are limited as to reimbursement.
East Cost Migrant Head Start Project has elected not to use the 10% de minimis indirect cost rate
allowed under the Uniform Guidance.

NOTE C - SUB-RECIPIENTS
Of the Federal expenditures presented in the Schedule, ECMHSP provided Federal awards to subrecipients under CFDA Number 93.600 Head Start, as follows:
Sub-recipient Agency
Pathstone, Inc. (NJ/PA)
Benedictine Sisters of Erie (PA)
YVEDDI (NC)

$

4,130,990
590,675
398,165
$ 5,119,830

On February 1, 2017, Telamon Corporation surrendered their four North Carolina Migrant and
Seasonal Head Start Centers to ECMHSP.

NOTE D - WAIVERS
In accordance with the Head Start Improvement Act of 1992, ECMHSP applied for a waiver of
the 20.00% in-kind matching requirement to 6.00% for the fiscal year ended January 31, 2018,
which was approved by DHHS. ECMHSP requested a waiver for its disabilities requirement
from DHHS. DHHS supports the approval of the waiver. ECMHSP is awaiting approval from
DHHS.
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EAST COAST MIGRANT HEAD START PROJECT
Notes to the Schedule of Revenues and Expenditures of Federal Awards
Year Ended January 31, 2018
NOTE E - RELATIONSHIP TO FINANCIAL STATEMENTS
Statement of functional expense
In-kind contributions
Total
Fixed asset additions
Depreciation
Prepaids, accruals, and other
Expenses related to program income, rebates, refunds
Expenditures from non-federal sources
Expenditures from Federal funds
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$ 46,833,454
(2,805,773)
44,027,681
1,633,069
(796,283)
(150,387)
(202,650)
(45,669)
$ 44,465,761

EAST COAST MIGRANT HEAD START PROJECT
Schedule of Findings and Questioned Costs
Year Ended January 31, 2018
Items required to be reported under 2 CFR section 200.515(d):
Section I - Summary of Auditor's Results
Financial Statements
(i) Type of auditor's report issued:
(ii) Internal control over financial reporting:
(a) Material weakness(es) identified?
(b) Significant deficiency(ies)?
(iii) Noncompliance material to financial statements noted?

Unmodified
yes
yes

X
X

no
none reported

yes

X

no

yes
yes

X
X

no
none reported

Federal Awards
(i)

Internal control over major programs:
(a) Material weakness(es) identified
(b) Significant deficiency(ies) identified?

(ii) Type of auditor's report issued on compliance
for major programs:
(iii) Any audit findings disclosed that are required to be
reported in accordance with 2 CFR section 200.516(a)?
(iv) Identification of major programs:
CFDA Number(s)
93.600
(v)

Unmodified
yes

X no

Name of Federal Program
Head Start

Dollar threshold used to distinguish between
type A and type B programs:

(vi) Auditee qualified as low-risk auditee?

$750,000
X yes

no

Section II - Findings relating to the financial statements which are required to be reported in
accordance with generally accepted government auditing standards:
A. Deficiencies in Internal Control

None reported
B. Compliance Findings

None reported
Section III - Findings and questioned costs relating to the major programs which are required to
be reported as defined by the Uniform Guidance [2 CFR 200.516(a)]:
Findings and Questioned Costs
None reported
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EAST COAST MIGRANT HEAD START PROJECT
Summary Schedule of Prior Year Audit Findings and Questioned Costs
Year Ended January 31, 2018

None
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