CITIZENS OF THE
COMMONWEALTH

Virginia is facing serious business and workforce
challenges in the years ahead, in the form of fierce
competition that threatens Virginia's standing as
one of the best places in the world to do business.
These challenges are coming come from places
like India and China, which are graduating more
honor students each year than the United States
has in total high school graduates. In these
countries, high-performing graduates are receiving
advanced degrees in mathematics, engineering,
technology, and science. These nations are gaining
a competitive edge that is already taking jobs
overseas.

The Virginia Early Childhood Foundation (VECF)
serves as a public—private partner with state
government and the business community to make
certain that Virginia has a homegrown workforce
that is capable of maintaining the Commonwealth’s
competitive edge. We focus investments and
strategies where they have the greatest positive
impact—at the beginning of the workforce pipe-
line. It is proven that high quality activities which
spark the curiosity of young minds will plant the
seeds of lifelong learning, success, and innovation.

The Virginia Early Childhood Foundation believes
that doing right by our children is what will build the
foundation for Virginia's continued economic
prosperity. We invite your growing support to
face the challenges and win the competitive edge—
for our children, our families, our businesses, and
our Commonwealth.

Thomas N. Chewning
Chairman of the Board President

Scott L. Hippert

OUR MISSION

To provide collaborative leadership to foster Smart Beginnings for all young
children in Virginia, and through them, a vital future for the Commonwealth.

VIRGINIA EARLY CHILDHOOD FOUNDATION

2011 Progress Report

SMART
BEGINNINGS™

Virginia Early Childhood Foundation

Readying The Next Generation
of Working Virginians

The Virginia Early Childhood Foundation (VECF) serves as a conduit to support the next generation

of working Virginians. Our purpose is to bring proven strategies, innovations, and efficiencies
to the myriad of early childhood programs and services that span the Commonwealth. This is
achieved through our partnership with state government, and through the network of local
Smart Beginnings partners that we support across Virginia. Our partnerships are aligned with
economic and workforce development initiatives, because investments in young children are
human capital investments that build the infrastructure for tomorrow’s business success.

The VECF receives a modest annual appropriation from the General Assembly. With those
funds as an anchor, additional resources are leveraged that are typically 3 - 4 times greater
than public investments. These funds, along with technical assistance, are provided to Smart
Beginnings partners. Together, we work to maximize investments in young children in ways that
build their capacity to become bright, capable, and productive citizens who will strengthen our
communities, businesses, and nation for years to come.

“Verizon has partnered with the VECF to engage business
leaders across the Commonwealth around matters of
school readiness. We do this because it is critical that
Virginia has skilled and committed workers for the jobs
of tomorrow. Verizon recognizes that today’s young
children are tomorrow’s workforce. B. Keith Fulton

Vice President, Virginia

Verizon Communications, Inc.

OUR VISION

All children in Virginia enter kindergarten
healthy and ready to succeed in school and life.

SPONSORED CONTENT



Virginia’s Human Capital: From Cradle to Career

THE CASE FOR SCHOOL READINESS

A mounting body of evidence proves that early childhood experiences—
those taking place between birth and age five—dramatically impact an

individual’s ability to experience lifelong success.

The recently released Chicago Longitudinal Study tracked attendees of
the Chicago Parent-Child Centers, a program designed to provide high quality
experiences from pre-k through 3rd grade in the inner

city’s public schools. Twenty-five years later,
at age 28, these attendees achieved the
following positive outcomes as

) GRADUATION
opposed to those who did RATES
not receive similar experiences:'
WORKFORCE
9% more completed high school READINESS
% .
19% more carried some level of health LIFETIME
insurance coverage INCOME
20% more achieved moderate or higher
. . Clvic
level of socioeconomic status
ENGAGEMENT

28% fewer had been incarcerated

28% fewer abused drugs and alcohol

RECOGNIZING THE OPPORTUNITY

American children are falling behind their peers at an alarming pace and
the long-term consequences could be economically devastating. Through
Smart Beginnings, the VECF is seizing a “once in a lifetime” opportunity to
change the current trajectory, focusing the Commonwealth’s investments
on human capital, at a time of life when there is the greatest potential.

Staggering statistics prove the need for increased school readiness:

e 1in 7 children enters kindergarten without the basic skills needed
to succeed in school; ?

 In a recent examination of 15-year-olds in 65 countries, the U.S. ranked
15% in reading, 23" in science, and 31** in math; *

» Approximately 10,000 K-3 students in Virginia repeat a grade each year,

costing $80 million; 4

VIRGINIA:
THE BEST PLACE
TO DO BUSINESS'

Vigorous economy. Bright minds. Healthy citizens.
High-quality of life. Minimal social ills. These are
hallmarks of a fertile business environment, and
the end goals of the VECF’s efforts.
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» 75% of young Americans are ineligible for military service due to failure
to graduate high school, a lack of physical or mental fitness, or a criminal
conviction;®

o If American students had experienced the same educational success of
higher-performing nations during the 80’s and 90, the 2008 U.S. GDP
could have been $1.3 — 2.3 trillion higher. ¢

SOLUTIONS WITH HIGH RETURNS

In 2003, Art Rolnick and Rob Grunewald of the Minneapolis Federal
Reserve Bank studied the data from the well-known HighScope
Perry Preschool Program from an economic

viewpoint. They determined that pre-k for

at-risk children may yield a return of up to

POOR 16%.” These findings clearly demonstrate a
HEALTH - . )
powerful financial incentive for increased
INCARCERATION investments in early childhood development.
GRADE
RETENTION ?)ICSICNAcs;I-I(-)ONTHE
WELFARE
DEPENDENCY Over the course of 20101,

the Virginia Early Childhood

Foundation made great progress in

moving Virginia's youngest citizens towards

workplace and life achievement. Despite the nation’s

economic downturn, the VECF continued to leverage public and private
resources and to invest in the capacity of our Smart Beginnings partners

to improve the school readiness of young children in their communities.

'School-Based Early Childhood Education and Age-28 Well-Being: Effects by Timing, Dosage, and Subgroups.
Arthur J. Reynolds, Judy A. Temple, Suh-Ruu Ou, Irma A. Arteaga, and Barry A. B. White
Science 9 June 2011.

“The Annie E. Casey Foundation: KIDS COUNT Data Center. (2010). PALS-K Scores.
*Organisation for Economic Co-operation and Development. (2009). PISA 2009 at a Glance.

“Randall, P. . (2010). Preschool Education in Virginia and the Resulting Academic Effects
for Third- and Fifth-Grade At-Risk Students.

*Mission: Readiness. (2009). Ready, Willing and Unable to Serve.
“McKinsey & Company. (2009). The Economic Impact of the Achievement Gap in America’s Schools.
Rolnick, A., & Grunewald, R. (2003). Early Childhood Development with a High Public Return.

SMART BEGINNINGS
INVESTMENTS SINCE 2006

(APPROXIMATE)
Other Funds raised
by Foundation and
Local Initiatives

Public Funds $27,658,000

$9,200,000"

Our philosophy is simple: Maximize investments
in the youngest Virginians so that businesses

continue to make investments in Virginia.

" CNBC'’s 2011 ranking of the most business-friendly states

* Includes temporary project funds from the American
Recovery and Reinvestment Act



VIRGINIA EARLY CHILDHOOD FOUNDATION

Smart Beginnings:
Regional Efforts, Statewide Impact

Developing a future-ready child—much less an entire workforce—is not as simple as ABCs and 123s.

That’s why the VECF works to increase access to transformative early childhood resources for
families across Virginia. Local Smart Beginnings coalitions are the core of these efforts within a
region. Key stakeholders in the regions’ future come together to support evidence-based
practices that focus on strong parenting, high quality early childhood programs,

increased literacy and the individual healthy development of young children,
socially, emotionally and intellectually. These strategies help groom Virginia's -
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next generation of well-educated citizens and leaders.
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SMART BEGINNINGS: INFRASTRUCTURE, RELATIONSHIPS, RESULTS

Through regional Smart Beginnings initiatives, the VECF is building a unified system of high quality school readiness delivery systems. The Foundation
provides financial resources and technical assistance to Smart Beginnings as they progress towards self sustainability. With 5 new coalitions in 2010-11, this
network covers 87% of Virginia's population, with 28 coalitions serving 93 Commonwealth localities.

Planning Grantees

Smart Beginnings Crater

Emporia, Dinwiddie, Greensville and Sussex
Smart Beginnings Wythe Bland

Wythe, Bland

Smart Beginnings Twin Counties

Grayson, Carroll, Galax

Smart Beginnings Virginia Highlands
Russell, Washington, Bristol

Smart Beginnings Southside
Halifax, Mecklenburg, Brunswick

Smart Beginnings Northumberland Lancaster
Northumberland, Lancaster

Smart Beginnings Franklin Patrick
Franklin County, Patrick

Smart Beginnings Smyth Tazewell
Smyth, Tazewell

Getting Ready Grantees

Smart Beginnings Shenandoah Valley
Staunton, Waynesboro, Shenandoah, Augusta
Page, Rockingham, Harrisonburg

Smart Beginnings Appalachia
Lee, Scott, Wise, Norton

Smart Beginnings Southwest
Dickenson, Buchanan

Smart Beginnings New River Valley
Floyd, Giles, Montgomery, Pulaski, Radford

Smart Beginnings Danville Pittsylvania
Pittsylvania, Danville

Smart Beginnings Virginia Peninsula
Hampton, Newport News

Smart Beginnings Rappahannock Area
Fredericksburg, Stafford, Spotsylvania, Caroline,
King George

Smart Beginnings Hopewell Prince George
Hopewell, Prince George, Ft. Lee

Smart Beginnings Alexandria Arlington
Alexandria, Arlington

Sustaining Grantees

Smart Beginnings Central Virginia
Bedford City & County, Lynchburg, Amherst,
Appomattox, Campbell

Smart Beginnings Martinsville Henry County
Martinsville, Henry

Smart Beginnings Western Tidewater
City of Franklin, Southampton, Isle of Wight

Smart Beginnings Greater Roanoke
Roanoke City & County, Botetourt, Craig,
Salem, Vinton

Smart Beginnings Charlottesville Albemarle
Charlottesville, Albemarle

Smart Beginnings Greater Richmond
Richmond, Chesterfield, Hanover, Henrico, Petersburg

Sustaining Partners
Smart Beginnings Historic Triangle
James City County, Williamsburg, York County

Fairfax County Office for Children
Fairfax

Smart Beginnings South Hampton Roads
Chesapeake, Norfolk, Portsmouth, Suffolk,
Virginia Beach

Smart Beginnings Communities*

Smart Beginnings Fluvanna
Fluvanna

Smart Beginnings Heartland
Amelia, Buckingham, Charlotte, Cumberland,
Lunenburg, Nottoway, Prince Edward

* SB initiatives continue, but are not currently funded by VECF

WAYS SMART BEGINNINGS IS WORKING TO PREPARE TOMORROW’S WORKFORCE:

Strong Region, Strong Economy: Smart Beginnings Greater Richmond partners with the Capital Region Collaborative in an innovative effort to build a
stronger regional economy through future workforce development. The VECF is working with other Planning Districts across Virginia to build additional
partnerships that focus on the cradle to career workforce pipeline.

Effective Parenting: Smart Beginnings Martinsville Henry County saw a 190% increase in the number of parents attending evidence-based parenting classes
using the nationally recognized Triple P model. This program involves six regional partner organizations that share costs, coordination and outreach. The
results include highly effective parents, healthy and literate children, and young learners ready to take on the challenges of education and future success.

Strengthening Small Business: Roanoke area childcare centers and classrooms that participated in the Virginia
Star Quality Initiative (VSQI) saw an overwhelming 76% improvement rate in their learning environments. Child care
businesses are among the largest number of small business in Virginia. The VSQI is helping them become better
businesses, and produce greater results with young children.

Visit www.smartbeginnings.org to learn more about each coalition’s achievements and progress.

SPONSORED CONTENT



Collaboration: Partnering for Virginia’s Future

LEVERAGED Virginia VIRGINIA’S The Virginia Early Childhood Foundation is at the core of
RESOURCES ~°° Early Chlldhood ee < BUSINESS advancing Virginia’s early childhood development efforts.
Foundation RS UNITY. As a public-private partnership with strong ties to business, state
government and the military, we utilize private sector solutions
SMART VIRGINIA and efficiencies to ensure school readiness for Virginia's youngest
BEGINNINGS : STAR QUALITY citizens. Our innovative collaborations evolved over the last year
PARTNERSHIPS INITIATIVE

in ways that strengthen Virginia's capacity to shape tomorrow’s
EARLY CHILDHOOD job-ready workforce.
ADVISORY COUNCIL

PARTNERING WITH GOVERNMENT
FOR A MORE PROSPEROUS VIRGINIA

Operating as a public-private partnership with state government, and
by appointment of the Governor, the VECF co-leads Virginia’s Early
Childhood Advisory Council, a strategic alliance of government and
private leaders, designed to move early childhood initiatives forward.
Foundation President Scott Hippert, with Secretary of Education Gerard
Robinson, brought leaders together for the Council’s first meetings.

The Foundation works with the Office of Early Childhood Development
to co-lead the Virginia Star Quality Initiative (VSQI), the state’s quality
ratings and improvement system. The VSQI improves the quality of class-

room-based programs and family child care through rating, mentoring, and SCHOOL READINESS IMPACTS
professional development. Expanding access to quality early care is a NATIONAL SECURITY

win for everyone— children, working parents, and businesses.

. i . . . The fundamental link between school readiness and a future-ready military
The VTQI grlev«;ﬂgm cantly in 2010-11. Some impressive is clear. Over the past year, VECF has worked with Mission: Readiness, an

ts i : - ) "
resutts include organization comprised of military leaders who share a deep concern for the

Over 8,600 Virginia children are enrolled in childcare and future of America’s military preparedness. Together, we have worked to
preschool settings that are actively working to improve connect the dots and spread our common message: enhanced school
their quality; readiness efforts are critical to both a strong, capable military as well as a
A total of 336 classroom-based programs have been competitive, next-generation workforce.
rated, including 147 new programs rated this year—a 47%

“I believe that the American
education system and the
armed forces have an
essential, but sometimes
unrecognized, partnership...
our national security in the
year 2030 is absolutely
dependent on what’s going
on in pre-kindergarten today.”

increase over 2009-10;

‘ An innovative pilot project to rate and improve the
quality of family child care day homes has been
completed, creating a promising new model. During

2010-11, 74 homes in 6 Virginia localities were rated

and received mentoring during the pilot project;

Strategic evaluation plans have been developed to

build the infrastructure for a fully implemented VSQI.

The long-term result will be higher quality childcare and
pre-k options for families across Virginia, resulting in
hi ’ Jamie Barnett, Rear Admiral, US Navy (Ret).

many more young children prepared to succeed in Mission: Readiness
Speaking at a Smart Beginnings
Business Leader Summit

school and beyond.

For more information on the benefits of VSQI and for locations of rated
centers, visit www.smartbeginnings.org.

SPONSORED CONTENT



INVESTING IN THE COMMONWEALTH’S
FUTURE WORKFORCE: THE ULTIMATE
CORPORATE RESPONSIBILITY

Future workforce development is an absolute economic imperative— and at the
heart of VECF efforts. The Foundation mobilized the business community in support
of these efforts through the VA Job One initiative. With seed funding from the
PEW Center for the States, VA Job One engaged more than 700 business leaders
as champions of school readiness.

“Virginia businesses are critically
concerned about maintaining a
high quality workforce into the
future. The Virginia Chamber of
Commerce and the Virginia Early
Childhood Foundation are working
together to ensure strategies that
support the beginning stages of
workforce development.

Developing the potential of young children maximizes
Virginia’s investments in workforce capacity and strengthens
businesses for decades into the future.”

Barry DuVal

President & CEO
Virginia Chamber of Commerce

REGIONAL MOMENTUM IS KEY TO SMART
BEGINNINGS SUCCESS

As of this printing, the VECF is building a partnership with the Northern
Virginia Regional Commission to help promote, grow and support
Smart Beginnings throughout the region.

“The Northern Virginia Regional
Commission works closely with
the Virginia Early Childhood
Foundation to make certain our
region has a strong and capable
workforce for the future. As we
focus on economic and workforce
development, it is critical that we

invest in the very beginning of
this pipeline. The NVRC and the VECF have a common

objective— to maintain the economic engine of Northern
Virginia. G. Mark Gibb

Executive Director
Northern Virginia Regional Commission

SPONSORED CONTENT
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DANVILLE REGIONAL
FOUNDATION INVESTS IN
LOCAL TRANSFORMATION IN
THE SOUTHSIDE

The VECF and United Way of Danville and Pittsylvania
County worked closely with Smart Beginnings Danville
Pittsylvania to secure an extraordinary $54 million investment
from the Danville Regional Foundation.

This 5-year grant builds on investments from the Virginia
Tobacco Indemnification and Community Revitalization
Commission to transform the region’s ability to have school-
ready children for future world-class jobs. The ultimate
goal is to replicate this remarkable success throughout
Virginia. This initiative has worked hard to establish a
successful model for rural communities that dramatically
moves the school readiness needle.

PNC ADDS STEAM TO
SMART BEGINNINGS IN NOVA

The economic engine of Northern Virginia will continue
to be fueled by high functioning young children who
will be tomorrow’s workforce. With generous support
from the PNC Foundation, the VECF Board approved the
addition of Smart Beginnings Prince William County at its
annual meeting on June 15th. They join a growing Smart
Beginnings effort in the region, that currently includes
Fairfax, Alexandria/Arlington, and Rappahannock area.

DOMINION FOUNDATION
BOOSTS SOUTHWEST SMART
BEGINNINGS

Recognizing the link between the young children in their
communities and the future prosperity of the whole of
southwestern Virginia, the Dominion Foundation granted
$100,000 to Smart Beginnings coalitions in the region.

“Dominion is pleased to help fund the
outstanding efforts of the Virginia Early
Childhood Foundation.

The key to a robust future for the
Commonwealth lies in the education our

children are receiving today.”

Virginia M. Board,
President
Dominion Foundation



Multiple Sectors Require School Readiness

“Averett University and the Virginia
Early Childhood Foundation have
a common purpose: To provide
Virginia with intelligent and
productive leaders for the future.
Through the Smart Beginnings
initiative, the VECF invests in
children who become our future

students. They not only provide
seed funding to support this work, they provide for the
seeds of lifelong learning. We appreciate the investments
of the VECF in Southside Virginia.”

Dr. Tiffany Franks
President
Averett University

“Health is both a building block and an outcome of successful development. Good health is necessary
for raising resilient students and citizens; toxic psychosocial stressors induce biochemical changes
in DNA, which can be correlated to adverse health outcomes. The Virginia Early Childhood
Foundation supports communities whose services mitigate the effects of toxic stress and improve
the probability of a healthy, successful future for young children.”

Associate Professor of Pediatrics, Virginia Tech Carilion School of Medicine
and Research Institute Transitional Year Program Director, Carilion Clinic

Jim Hixon

Norfolk Southern Corporation

Executive Vice President, Law and Corporate Relations

“Wells Fargo is committed to
Virginia and the communities
where we offer financial services.
We can make no greater
commitment than to our
youngest children. They are the
future of our communities and
Virginia’s economic strength.
Wells Fargo supports the Virginia
Early Childhood Foundation, and our local branches are
increasingly active in Smart Beginnings. We believe that

young children are serious business.”

Tim Butturini
Regional President
Wells Fargo

Colleen A. Kraft, M.D., FAAP

“As one of Virginia’s largest corporations, Norfolk Southern is depending on a capable and talented
workforce to grow our business into the future. But with so many young people not graduating,
or performing below standards, we are concerned about the prospects of Virginia being able to
deliver. We are grateful to the VECF for their work to strengthen young children, the future keys

to business opportunity. We are pleased to support the work of the Virginia Early Childhood
Foundation and Smart Beginnings.”



2010-11 Community Investments

VIRGINIA EARLY CHILDHOOD FOUNDATION

Smart Beginnings successfully engaged communities throughout the Commonwealth this year to secure matching funds to maximize VECF’s

investments. This generous support positively impacted young children and their families in all regions across Virginia. We are grateful to the

following supporters for their commitment to advancing school readiness as the primary means of ensuring Virginia's future economic vitality:

A Better World Foundation

Albemarle County Department of Social Services
Alexandria Department of Human Services
Alexandria Health Department

Alternatives, Inc.

Ambherst County Department of Social Services
Appalachian Regional Commission

Apple Spice Junction

Appomattox County Schools

Appomattox Literacy Intervention Program

Arc of the Piedmont

Arlington Department of Human Services

Bank of America

Bedford County Schools

Birdsong Peanuts

Bland County

Bland County Department of Social Services
Bland County Public Schools

Blue Ridge Area Food Bank

Blue Ridge PBS

Cameron Foundation

Capital One

Carilion Clinic

Casa de Amistad at Basic United Methodist Church
Ceres Foundation

Chesterfield Department of Social Services
Chick-fil-A

Child and Family Connection

Child Development Resources

Childcare Connection

Children, Youth and Family Services, Inc. of
Charlottesville, VA

Children’s Museum of Richmond
Children’s Trust

City of Charlottesville Community Development Block
Grant

City of Franklin

City of Lynchburg Community Development
Block Grant

City of Richmond

City of Roanoke Division of Human Services
Clinch Valley Community Action
Communications Consortium Media Center
Community Foundation of the New River Valley
Cox Charities

Danville Regional Foundation

Daughters of Penelope

Discovery Island Preschool

Dominion Power

Fairfax County

Ferrum College

First Bank and Trust

First Baptist Church of Ridgeway

First Book

Forest Hills Presbyterian Church

Foundation for Excellence, Inc.

Foundation for Roanoke Valley

Franklin County Schools
Franklin-Southampton Charities

GEICO

Grace Episcopal Church

Greater Lynchburg Community Trust
Greater Richmond Chamber of Commerce
Hampton Roads Community Foundation
Hampton Roads Community Foundation
Henry County Schools

HOPE, Inc.

Hopewell Public Schools

Hopkins House

Isle of Wight County

JT. = Minnie Maude Charitable Trust
James City County

James City County Department of Social Services
John Randolph Foundation

Kaiser Foundation

Kids Central Inc.

Kings Dominion

Kiwanis Club of Williamsburg
Kroger

Lacey Foundation

Landford Brothers Co.

LexisNexis

Lynchburg City Schools

Martinsville Henry County Coalition
for Health and Wellness

Max Meadows Head Start
Mount Rogers Community Services Board
National Healthy Mothers, Healthy Babies Coalition
New Kent Department of Social Services
New River Valley Chapter of the Society

for Human Resource Management
Norfolk Southern Foundation
Obici Healthcare Foundation
One Beacon
Panera
Patrick County Public Schools
Piedmont Community Services
Pizza Hut
PNC Bank
Preschool Partners of the Virginia Peninsula
Radio Disney
Rainbow Riders Childcare Center
Rappahannock Area YMCA, Inc.
Rappahannock United Way
Ready by 21
Roanoke City Department of Social Services
Roanoke County Department of Social Services
Roanoke Women'’s Foundation
Robins Foundation
Shenandoah Community Foundation
Simventins, Inc.
Southampton County
Southside Virginia Community College

Southwest Virginia Association for the Education
of Young Children

Spotsylvania County Department of Social Services
(QI Funds through The Childcare Network)

Stafford County Department of Social Services
(QI Funds through The Childcare Network)

State Farm

Staunton City Schools

STEP, Inc.

STIHL

SunTrust Bank

The Children’s Center

The Community Foundation serving Richmond
& Central Virginia

The PNC Foundation

The Roanoke Times/ Landmark Foundation

United Way of Central Virginia

United Way of Danville-Pittsylvania County

United Way of Franklin County

United Way of Greater Richmond & Petersburg

United Way of Greater Williamsburg

United Way of Roanoke Valley
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United Way Thomas Jefferson Area

Verizon

Verizon Foundation

Virginia Department of Education Region 5
Training and Technical Assistance Center

Virginia Department of Housing and Community
Development

Virginia Department of Social Services

Virginia Department of Social Services-
Office of Early Childhood Development

Virginia Foundation for Healthy Youth

Virginia Head Start Association

Virginia Housing Development Authority
Virginia Tech Institute for Policy and Governance
W. W. Sale Foundation

Wardle Family Foundation

Waynesboro Public Schools

Wiley Foundation

Williamsburg Community Health Foundation
Williamsburg Regional Library

Wordsprint, Inc.

Wythe County Community Hospital

Wythe County Department of Social Services
Wythe County Public Schools

Wytheville Community College

York- Poquoson Department of Social Services

Board and Individual Support:
Shirley & Cabell Brand
Candace Coffin
Steven Croneymeyer
Herb Degroft
Janel Donohue
William Flege
Eric Fletcher
Herb Kaler
Emily Noonan
Melissa Parker
Amy Pendleton
Frank Slavin
Smart Beginnings South Hampton Roads Board
United Way of Central Virginia Donors
United Way of Greater Richmond
& Petersburg Donors

INVESTMENTS NEEDED!

The Virginia Early Childhood Foundation
seeks corporations, foundations as well
as individuals to invest in the Smart
Beginnings strategy for Virginia’s future.
Your contributions have the potential
for a significant return on investment.

Online investments:
www.smartbeginnings.org

Mail:
Virginia Early Childhood Foundation
8001 Franklin Farms Drive, Suite 116
Richmond, VA 23229
Phone: (804) 358-8323
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The Impact of
Leveraging

The VECF leverages the Commonwealth’s generous support

and secures investments from the private sector. We

are especially grateful to the Governor and the General

Assembly for validating the impact of the Virginia Early

Childhood Foundation by restoring previous funding levels

to our 2011-12 operating budget.

Sincere appreciation is extended to the following supporters

for their 2010-11 contributions:

Government Support

American Recovery and Reinvestment Act
Virginia Cooperative Extension

Virginia Department of Education
Virginia Department of Health

Virginia Department of Social Services
Virginia Early Childhood Advisory Council
Virginia General Assembly

Virginia Tobacco Indemnification &
Community Revitalization Commission

Corporations and Foundations
AGL Resources/ Virginia Natural Gas
Alpha Natural Resources

Bank of America Charitable Foundation, Inc.

Capital One Services, LLC
Columbia Gas of Virginia
Crutchfield Corporation
Danville Regional Foundation
Dominion Resources
Ferguson Enterprises, Inc.
Hilldrup Moving & Storage
K-VA-T Foods/Food City
MeadWestvaco Foundation
Norfolk Southern Foundation

Pew Center on the States,
a division of The Pew Charitable Trusts

PNC Foundation

RiverFront Investment Group, LLC
Robins Foundation

SunTrust Mid-Atlantic Foundation
Verizon Foundation

The Wells Fargo Foundation

Board and Individual Support
Peter A. Blake & Mary Blanchard
Churchill & Karin Bowles*

Kit & Turner Bredrup*

Maria Brown

Katherine E. Busser

Tim & Grace Butturini

Sarah King & Lyles Carr Charitable Fund
Thomas N. & Nancy J. Chewning
Stephan & Debra Clementi

Rutherfoord & Katherine Ferguson*
Procter & Emily Fishburne*
Jeffery &Jodi Gidley

Dr. Mark A. Ginsberg &
Dr. Elaine A. Anderson

Kathy Glazer

Sarah G. Green

Tim & Dawn Greggs*

Jason & Autumn Harbour*
Scott L. Hippert

Paul & Susan Hirschbiel

Mr. James A. Hixon

Jon & Katy Hottinger*

Senator & Mrs. Edd Houck
Rodney & Stephanie Jefferson*

Maurice Jones, Lisa Smith
& Michela Jones

Mr. & Mrs. Reginald N. Jones
Mr. & Mrs. Glenn E. Kinard
Colleen A. Kraft, M.D.

Dr. Robert P. Leber

Angelica D. Light

Cathryn O'Connell Lowe

Dr. Virginia L. McLaughlin
Richard & Cassandra Meagher*

Lori M. Morris, Bruhn-Morris
Family Foundation

Dr. Thomas R. Morris

Jon Nafziger

Bryan & Margaret Norfleet*
Mr. & Mrs. George G. Phillips I11*
Chearis & Sarah Porter*
Gordon & Amy Quinby*

Bill & Gale Roberts

Matt & Carrie Robeson*

Dr. Pamela J. Royal

Dr. Novella J. Ruffin

Miriam Rushfinn

Susan Bailey & Sidney Buford Scott
Endowment Trust

Drew &Julee Spitzer*

Mr. E. Ford Stephens

Fitz & Deb Totten*

Mr. & Mrs. William R. Walker llI*

2010-2011 BOARD OF DIRECTORS

Thomas N. Chewning, Chair
Executive Vice President & CFO, Dominion Resources, Inc (ret).
Richmond, Virginia

Paul O. Hirschbiel, Jr., Inmediate Past Chair
President, Eden Capital
Virginia Beach, Virginia

Karin Addison
Special Advisor, Children’s Transformation
Health & Human Resources, Office of the Governor
Richmond, Virginia

The Honorable Mamye E. BaCote
Virginia House of Delegates
Newport News, Virginia

Peter A. Blake, Treasurer
Interim Director, State Council of
Higher Education for Virginia
Richmond, Virginia

Zelda Boyd
Director, Office of Early Childhood Development
Richmond, Virginia

Katherine E. Busser
Executive Vice President, Capital One
Richmond, Virginia
Tim Butturini
Executive VP & Regional President, Greater VA
Wachovia, a Wells Fargo Company
Richmond, Virginia
The Honorable James S. Cheng
Secretary of Commerce and Trade
Richmond, Virginia
Stephan F. Clementi
Director, External Affairs, Verizon Communications
Richmond, Virginia
Ben ). Davenport, Jr.
Chairman, First Piedmont Corporation
Chatham, Virginia
Brigadier General John W. Douglass
US Air Force, Former Secretary of the Navy (Retired)
President & CEO, Douglass Aerospace Group
Alexandria, Virginia

Robert H. Dugger, Ph.D.
Chairman, Partnership for America’s Economic Success
Alexandria, Virginia

Dr. Mark E. Emblidge
Director, The Literacy Institute, VCU
Richmond, Virginia

T. Rutherfoord Ferguson
Regional Sales Consultant
RiverFront Investment Group
Richmond, Virginia

Mark R. Ginsberg, Ph. D.
Dean, College of Education & Human Development
George Mason University
Fairfax, Virginia

Kathy Glazer
Director of State Service, Build Initiative
Richmond, Virginia

Sarah G. Green
Chief Operating Officer
Federal Reserve Bank of Richmond
Richmond, Virginia

STAFF (s of August s, 20m)

The Honorable William A. Hazel, Jr., M.D.
Secretary of Health and Human Resources
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LARRY SAUNDERS & ASSOCIATES

Contifred Public econntants L.4.C.
2902 CHAMBERLAYNE AVENUE Telephone 5804; 3218512
RICHMOND, VA 23222-3506 Fax (804) 321-8534

Independent Auditors' Report

The Board of Directors
Virginia Early Childhood Foundation
Richmond, Virginia

We have audited the accompanying statement of financial position of Virginia Early Childhood
Foundation (VECF) as of June 30, 2011, and the related statements of activities, functional
expenses and cash flows for the year then ended. These financial statements are the
responsibility of VECF's management. Qur 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 asstirance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

- In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of VECF as of June 30, 2011, and the changes in its net assets and its cash
flows for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have alsc issued our report dated
September 26, 2011, on our consideration of VECF' internal control over financial reporting and on
our tests of its compliance with certain provistons of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Our audit was performed for the purpose of forming an opinion on the basic financial statements
of VECF taken as a whole. The accompanying schedule of expenditures of federal awards, as
required by U.S. Office of Management and Budget Circular A-133,”Audits of States, Local
Governments, and Non-Profit Organizations,” is not required parts of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the hasic financial statements and, in our apinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole,

7%;;‘ 4, tre raovirlas
September 26, 2011 I'

1
Members of American Institute of Certified Public Accountants, Virginia Society of Certified Public Accountants



VIRGINIA EARLY CHILDHOOD FOUNDATION
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2011

ASSETS
Current Assets
Cash and Cash equivalents {nofe 1.e and 11) $ 1,755,686
Contributions Receivable (note 7) 1,664,828
Prepald Expenses 12,627
Grantee Advances 37,709
Other Assets 3,835
Total current assets 3,474,685
Long-Term Contribution Receivable (note 7) 2,022,853
Equipment, Furniture, and Fixtures 18,135
Accumlated depreciation {11,283)
Total assets $ 5,504,390

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts Payable $ 646,051
Grants Payable 132,194
Accrued Expenses 49,347

Total current liabilitles 827,592
NET ASSETS

Unrestricted .

Temporarily restricted (Note 12) 4,676,798

Total net assets 4,676,798

Total liabflities and
Net Assets $ 5,504,390

See accompanying notes to financial statements
2




VIRGINIA EARLY CHILDHOOD FOUNDATION

STATEMENT OF ACTIVTIES

FOR THE YEAR ENDED JUNE 30, 2011

Public Support and Revenue
Public Support
Coniributions (note 6 & 11)
Individual and Board Contributions
Corporations
Foundations

Total Public Support
Revenue
Government Grants
Interest Revenue

Total Revenue

Net Assets Released
from Resirictions (note 13)

Total Support and Revenue

Expenses

Program Services

ARRA Child Care Development
Total Program Services

Supporting Services

Fund Raising

Public Education

Lobbying

Management and General
Total Expenses

Change in Net Assets

Net Assets, Beginning

Net Assets, Ending (note 12)

TEMPORARILY TOTAL

UNRESTRICTED RESTRICTED (MEMO ONLY)
109,619 $ 200 § 109,819
172,164 148,750 320,914
50,037 5,403,703 5,453,740
331,820 5,552,653 5,884,473
- 2,939,861 2,939,861
2,844 - 2,844
334,664 8,492,514 8,827,178
4,564,251 (4,564,251) -
4,898,915 3,928,263 8,827,178
3,362,122 - 3,362,122
1,262,777 . 1,262,777
4,624,899 - 4,624,899
136,650 - 136,650
30,931 - 30,931
7,124 - 7,124
99,312 - 99,312
4,898,915 - 4,898,915
. 3,928,263 3,928,263
- 748,535 748,535
- $ 4,676,798  § 4,676,798

See accompanying notes fo financial statements.
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VIRGINIA EARLY CHILDHOOD FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2011

ARRA Management
Child Care Total Public Fund and
Programs _ Development _ Programs Lobbying Education _ Raising General Total

Salaries (note 4} $ 540,228 157,167 697,394 - - 75,031 65,276 837,701
Fringe Benefits 154,367 47,583 201,949 - - 24,302 17,209 243,461

Total staff compensation 694,584 204,749 899,344 - - 99,333 82,485 1,081,162
Professional Services 246,065 316,195 562,260 7,124 30,931 14,400 6,994 621,708
Supplies 9,467 38,777 48,244 - - 1,137 724 50,104
Telecommunications 13,003 21,069 34,072 . - 1,441 724 36,237
Postage 3,519 424 3,943 . - 655 275 4,872
Furniture and Equipment 6,917 - 6,917 - - 748 476 8,141
Leases (notes 3} 37,282 10,405 47,686 - “ 5,001 3,183 55,870
Equipment Repair and Maintenance 15,327 - 15,327 - - 2,056 1,308 18,691
Printing and publications (6,367) 10,485 4,118 - - 1,593 779 6,491
Travel 26,615 22,933 49,548 - - 1,708 345 51,601
Meetings and Events 34,355 47,133 81,488 - - 3,967 261 85,716
Information/Membership 12,249 199 12,448 B - 2,257 446 15,151
Professional Development 120 22,085 22,205 - - 50 - 22,255
Compufter Equipment 2,846 7,376 10,222 - - 423 269 10,914
Insurance 4,006 212 4,218 - - 566 360 5,144
Grants to Others 2,247,693 560,735 2,808,428 - “ - - 2,808,428
Publiclty/Advertising 3,246 - 3,246 - - 37 23 3,306
Other Expenses 6,109 - 6,109 - - 819 368 7,296
Gifts 2,103 - 2,103 - - §9 38 2,200

Total expenses hefore depreciation 3,359,148 1,262,777 4,621,925 7,124 30,931 136,251 99,058 4,805,288
Depreciation 2,974 - 2,974 - - 399 254 3,627

Total expenses $ 3,362,122 1,262,777 4,624,899 7,124 30,931 436,650 99,312 4,898,915

See accompanying notes to financial statements,
4



VIRGINIA EARLY CHILDHOOD FOUNDATION
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2011

Cash Flows From Operating Activities

Change In net assets $ 3,928,263

Adjustments to reconcile change in net assets to net
cash provided {used) by cperating activities

Depreciation 3,627
(Increase) decrease in pledges receivable 500
(Increase) decrease in contributions receivable (3,411,865)
(Increase) decrease in grantee advances (30,125)
(Increase) decrease in prepald expenses (6,999)
Increase (decrease) in accounts payable 599,283
Increase (decrease) in grants payable (324,041)
Increase (decrease) in accrued expenses 21,520
Net Cash Provided (Used) by Operating Actlvities 780,163
Cash Flows From Investing Activities
Furniture and Equipment purchases {3,320)
Net Cash Provided (Used) by Investing Activities (3,320)
Cash Flows From Financing Activities -
Net increase {decrease} in cash and cash equivients 776,843
Cash and cash equivalents, beginning 978,843
Cash and cash equivalents, ending (nofe 1e) $ 1,755,686

See accompanying notes to financial statements.
5



VIRGINIA EARLY CHILDHOOD FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

Summary of Significant Accounting Policies

The Virginia Early Childhood Foundation. (VECF) is a non-profit corporation exempt from federal
income taxes under the provisions of Section 501(c){3) of the Internal Revenue Code. VECF is
organized exclusively for educational and charitable purposes, to promote, aid and encourage early
childhood education and services in the Commonwealth of Virginia, alone or in cooperation with
governmental or other private bodies or agencies. It has no unrelated business income subject to
federal income taxes under Section 511 of the Internal Revenue Code. It is funded principally from
confributions and governmental grants. The following accounting policies unique to non-profit
organizations are: ,

a. Investment income derived from the investment of all funds is credited to revenue of current
unrestricted funds in the periods earned.

b. Donated fixed assets are recorded at fair market value when received.

¢. Donated services are recorded at fair market value as contributions and expenses when all of the
following conditions are met:

1. The services require specialized skills and are provided by individuals possessing those skills.
2. The service would typically need to be purchased if not provided by donation.
3. There Is a clearly measurable basis for the amount recorded.

d. 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 certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

e. Disclosure of Accounting Policy

For the purpose of reporting cash flows, VECF considers all checking accounts and saving
accounts and certificates of deposits with a maturity of three months or less to be cash and
cash equivalepts.

Land, Building, Equibment and Denreciation

Depreciation of equipment, furniture and fixtures is provided on a straight- line basis over the
estimated useful lives of the assets. Equipment, furniture and fixtures are recorded on the books at
cost or fair market value, if donated. Fixed asset purchases greater than $1,000 are capitalized.



Lease Commitments

VECF entered into a forty-eight month lease as of April 2009 for a copier. Total payments made
during the year under copier lease agreements was $4,682.

VECF entered into a five year [ease as of June 2010 for office space located in Richmond, Virginia.
In September 2010, VECF also leased additional office space located in Richmond, Virginia for twelve
months. Total payments made during the year for office space were $55,870.

Future payments under these lease agreements are as follows.

Year Amount
2012 $ 51,415
2013 52,119
2014 50,026
2015 51,528

$ 205,086

Accrued Vacation

VECF provides paid vacation for all regular empleyees, Vacation is available on a pro-rated hasis to
ragular part-time employees. Vacation accrues monthly based on length of service and/or negotiated
time off. All full-time employees accrue twelve days annually with an additional one day per year for
each year of service maxing out at twenty-five days.

Pension Plans

VECF employees participate in a tax-deferred annuity plan that is subject to section 403 (b) of the
Internal Revenue code. The tax-deferred annuity was established to allow employees the opportunity
to contribute toward their retirement benefits. VECF was not required to contribute to this tax-deferred
annuity. It was established only for employees to make contributions up fo the maximum contribution
permitted by Internal Revenue Code. VECF empioyees also participate in a simplified employee
pension plan in which VECF contributes 6% of the employee’s total wages. Total retirement expense
for the year was $45,886.

Contributions and Grants

In accordance with Financial Accounting Standards Board Accounting Standards Godification
958-605.45, entitled Other Presentation Matters, contributions are recorded as unrestricted,
temporarily restricted, or permanently restricted support depending on the existence and/or nature of
any donor and/or grantor restrictions. When a restriction expires or is satisfied, temporarily restricted
net assets are reclassified {o unrestricted net assets.
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VIRGINIA EARLY CHILDHOOD FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

Contributions Receivable

0-1year _1-5 Years __Total
Promises to give $1,668,977 2,034,181 $3,703,158
Less-discounts (4,149) (11,328) (15,477)
Totals $1,664,828 2,022,853 $3,687,681

Discounted promises to give that were expected to be received in one to five years were value af the
present value of future cash flows. The effective interest rates used for discounted promises to give
was .56%.

Functional Expenses

Expenses are charged directly fo program or management and general categories hased on specific
identification. Indirect expenses have been allocated based upon direct compensation.

Financial Statements

The accompanying financial statements are presented in accordance with Accounting Standards
Board Accounting Standards Codification 958-205 Presentation of Financial Statements, VECF is
required to report information regarding Its financial position and activities according to three classes
of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net
assels.

In addition, VECF is required to present statements of functional expenses and of cash flows.
VECF has reclassified its financial statements to present the two classes of net assets that apply to
them, unrestricted and temporarily restricted net assets.

FASB Accounting Standards Codification 740 Income Taxes

VECF adopted the provisions of Financial Accounting Standards Board Accounting Standards
Codification 740 Income Taxes. Under FASB ASC 740 liabilities are recorded for unrecognized tax
benefits, and any related interest and penalties, when it is more likely than not a tax position taken
by management with respect to a transaction or class of transactions will be overturned by a taxing
authority upon examination. Management believes there are no material uncertain tax positions or
related interest and penalties at September 26, 2011 and accordingly ne lability is accrued,

Cash and Investments

The Federal Deposit Insurance Corporation (FDIC) insures the accounts of each financial institution
customer up to $250,000 per financial institution. VECF has $892,018 uninsured in its accounts with
Wachovia.

Temporarily Restricted Net Assets

The temporarily restricted net assets consist of funds received from the Virginia General Assembly and
other public contributions for the following future use:

Early Childhood Program and Infrastructure Development $ 4,676,798
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Net Assets Released From Restrictions

Net assets were released from donor restrictions hy incurring expenses satisfying the restricted
purpose.

Purpose restriction accomplished:
Early Childhood Programs, Initlatives

and Technical Assistance $ 3,175,756
ARRA Child Care Development 1,262,777
Resource Development 125,718

$ 4,564,251

Subsequent Event

In preparing these financial statements, VECF has evaluated events and transactions for potential
recognition or disclosure through September 29, 2011, the date the financial statements were available
to be Issued. Ly

VECF also received funds in the subsequent year from the Virginia Department of Social Services pass
through from the Federal Department of Health to expand the Virginia Star Quality Initiative (VSQ!),
the Quality Rating and Improvement System (QRIS). This award ended July 31, 2011,

During the subsequent year, VECF opened a line of credif. Funds from the line were used to
cover cost reimbursement grants. The line is patd down upon receipt of the grant
reimbursement from funders.

Grant and Contract Support

In accordance with the terms of its contract, VECF may use unexpended funds in future periods to the
extent that expenses incurred are In compliance with the specified terms of the contract. Grantors
may, at their discretion, request reimbursement or return of funds, or both, as a result of non-
compllance by VECF with the terms of the contract.

Concentrations

Over eighty percent of VECF funding comes from the Danville Regional Foundation and
Virginia General Assembly.

Related Party Transactions

Various board members both individual and through a family foundation donated $104,075 to VECF.




Federal
Agency

U.S, Dept. of
Health and
Human
Services

U.S. Dept. of
Health and
Human
Services

Total

VIRGINIA EARLY CHILDHOOD FOUNDATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2011

Pass
Through Federal Program CFDA Federal
Agency Title Number Expenditures
Virginla Dept. Child Care and 93.713 $ 1,262,777
of Soclal Services Development Block
Grant
Virginia Dept. Early Childhood
of Social Services Advisory Council 93.708 46,954

S 1309731

See accompanying notes to financial statements,
10



VIRGINIA EARLY CHILDHOOD FOUNDATION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2011

1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of VECF and is presented on the accrual basis. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the basic
financial statements.

2. Subrecipients

Of the federal expenditures presented in the schedule, VECF provided federal awards to
subrecipients as follows:

Amount Provided to
Program Title Federal CFDA # Subrecipients

Child Care and Development 93.713 $560,735
Block Grant

11




LARRY SAUNDERS & ASSOCIATES

Centified Publlic Heconntants L.4.6. |
2902 CHAMBERLAYNE AYENUE Telephone gBOdg 321-8512
RICHMOND, VA 23222-3506 Fax (804) 321-8534

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 Dirsctors of
Virginia Early Childhood Foundation

We have audited the financial statements of Virginia Early Childhood Foundation (VECF) as of and
for the year ended June 30, 2011, and have issued our report thereon dated September 26, 2011,
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audlts contalned In Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered VECF’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of VECF’s internal control over financial reporting. Accordingly, we do not express
an opinion on the effectliveness of the Organization’s internal control over financial reporting.

A deficiency in infernal confrof exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, fo
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficlencles, 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.

Our consideration of the internal control over financial reporting 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 financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider fo be material weaknesses, as defined above. However, we identified
certain deficiencies in internal control over financlal reporting, described in the accompanying
schedule of findings and questioned costs that we consider to he significant deficiencies in
internal control over financial reporting, listed as item B-2. 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether VECF’s financial statements are free of
materlal 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 opinfon. The resuits of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and questioned
costs as item B-2.

12
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Board of Directors
Page 2
September 26, 2011

VECF’s response to the findings Identified in our audit is described in the accompanying schedule
of findings and guestioned costs. We did not audit VECF's response and, accordingly, we axpress
no opinion on it.

This report is intended solely for the information and use of management, others within the entity,

the Board of Directors, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

sl
September 26, 2011 , d

13




LARRY SAUNDERS & ASSOCIATES

Centifted Puttic rfccowtants £L.4.6C.
2902 CHAMBERLAYNE AVENUE Telephone EBM; 321-8512
RICHMOND, VA 23222-3506 Fax (804) 321-8534

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors of
Virginia Early Chiidhood Foundation

Compliance

We have audited Virginia Early Childhood Foundation's compllance with the types of compliance
requirements described in the OMB Circular A~133 Compliance Supplement that could have a
direct and material effect on each of Virginia Early Childhcod Foundation’s major federal
programs for the year ended June 30, 2011. Virginia Early Childhood Foundation’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs. Compliance with the requirements of laws, regulations,
confracts, and grants applicable to each of its major federal programs is the responsibility of
Virginia Early Childhood Foundation’s management. Our responsibility is to express an opinion
on Virginia Early Childhood Foundation’s compliance based on our audit.

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 Audifing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about Virginia Early Childhood
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, Qur audit does not provide a legal determination of Virginia Early Childhood
Foundation’s compliance with those requirements.

As described in item B-2 in the accompanying schedule of findings and questioned costs, VECF
did not comply with requirements regarding subrecipient monitoring that are applicable to its
ARRA Child Care and Development Block Grant, Compliance with such requirements is
necessary, In our opinion, for VECF to comply with requirements applicable to that program.

In our opinion, except for the noncompliance described in the preceding paragraph, Virginia Early
Chiidhood Foundation complied, in alt material respects, with the compliance requirements
referred to ahove that could have a direct and material effect on each of Its major federal
programs for the year ended June 30, 2011,

Internal Control over Compliance

Management of Virginia Early Childhood Foundation is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs, In planning and performing our audit, we
considered Virginia Early Childhood Foundation’s internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine
the auditing procedures for the purpose of expressing our opinion on compliance and to test and
repoit on internal control over compliance in accordance with OMB Circular A-133, 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 Virginia Early Childhood
Foundation’s internal control over compliance.

. 14 :
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Board of Directors
Page 2
September 26, 2011

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify ali deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses and therefore, there can
be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified. However, as discussed below, we identified certain deficiencies in internal control over
compliance that we consider to be significant deficiencies

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does nof 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 materlal 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 infernal control over compliance,
yet important enough to merit attention by those charged with governance. We consider the
deficiencias in internal control over compliance described in the accompanying schedule of
findings and questioned costs as item B-2 to be significant deficiencies.

Virginia Early Childhood Foundation’s responses to the findings identified In our audit are
described in the accompanying schedule of findings and questioned costs. We did not audit
Virginia Early Childhood Foundation’s responses and, accordingly, we express no opinion on the
responses.

This report is intended solely for the information and use of management, others within the entity,

the Board of Directors, federal awarding agencies, and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

September 26, 2011
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VIRGINIA EARLY CHILDHOOD FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

A. SUMMARY OF AUDIT RESULTS

1.

2,

Type of report Issued on the basic financial statemen{: Unqualified opinions

Significant deficiencies in internal control were disclosed by the audit of the
finanacial statement: Yes

Material weaknesses: No

Instance of noncompliance which is material fo the basic financial statements: No
Significant deficiencies in internal contrel ever major programs: Yes

Materlal weaknesses: No

The type of report issued on compliance for major programs: Qualified opinion

The program tested as a major program included: ARRA Child Care Development
Block Grant CFDA 93.713.

The threshold for distinguishing Type A and B programs were $300,000 for type A
and $100,000 for type B.

VECF was not determined to be a low risk auditee. This determination would be
applicable to all American Recovery and Reinvestment Act recipients in general.

16



VIRGINIA EARLY CHILDHOOD FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2011

B. FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAL AWARD PROGRAMS AUDIT

Questioned
Costs

1. ARRA Child Care and Development Block Grant CFDA 93.713
Period-Year ended June 30, 2011

Statement of Condition: We noted based upon our inquires with management
that monthly bank reconciliations were not being prepared on a timely basls.

Criteria: Itis VECF policy that bank reconcillation be performed within ten
days of receipt of the bank statement.

Effect of Condition: This ¢condition allows for the possibility of cash being
misappropriated.

Recommendation: We recommend bank reconciliation be performed in
accordance with VECF policies and procedures.

Corrective Action Plan: The VECF has established policies for the regular

review of bank reconciliations and works to comply with our own requirements.
Due to rapid growth and the management of funds with rigorous reporting
requirements, there were times when finance staff time was maximized. This
caused a couple slight delays to these reviews. We have corrected this situation
with the addition of increased contract staff in our finance office that will
accommodate our growing fiscal requirements.

2. ARRA Child Care and Development Block Grant CFDA 93.713
Period-Year ended June 30, 2011

Statement of Condition: Currently VECF does not have written sub-recipient
monitoring procedures in place that verify subrecipient federal expenditures.
Also federal award information (e.g. CFDA title and number award name,
name of Federal agency) and applicable federal compliance requirements
were hote given to subreciplents,

Criteria: In order to assure compliance with Federal statues, VECF should
have procedures In place to review sub-recipient financial records. Also
all federal award information should be given to the subrecipients.

Effect of Condition: This condition allows for the possibility of VECF

being in noncompliance with OMB A-133 compliance supplement requirement
related fo sub-reciplent monitoring.
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VIRGINIA EARLY CHILDHOOD FOUNDATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2011

ARRA Child Care and Development Block Grant CFDA 93.713
Period-Year ended June 30, 2011 {continued)

Recommendation: We recommend site visit be performed at the sub-
recipient to review financial and programmatic records and observe
operations. Detailed documentation should maintain for all site visits that
describe and identify procedures performed and findings noted.

Corrective action plan: This past fiscal year was the VECF's first experience
with significant federal funding. We put additional staff in place to manage
these funds in accordance with requirements presented to us by our grantor,
the Virginia Department of Social Services. VDSS expressed confidence In
our reporting mechanisms throughout the contract period. However, we
agree that even greater oversight of sub-granted funds are in order. As an
added control, the VECF will perform routine periodic testing on the finance
ledgers provided by our sub-grantees. We recognize this as a significant
opportunity fo strengthen our financial procedures.

Total-Question Cost $ -
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PRIOR-YEAR AUDIT FOLLOW-UP

There were no prior year audit findings.
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