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Independent Auditor’s Report

To the Board of Directors
Knock Knock Children’s Museum, Inc.
Baton Rouge, Louisiana

Opinion

We have audited the accompanying financial statements of Knock Knock Children’s Museum, Inc. (the
“Museum”) (a nonprofit organization), which comprise the Statements of Financial Position as of
December 31, 2023 and 2022, and the related Statements of Activities, Functional Expenses, and Cash
Flows for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Knock Knock Children’s Museum, Inc. as of December 31, 2023 and 2022, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of Knock Knock Children’s Museum, Inc. and
to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about Knock Knock Children’s
Museum, Inc. ability to continue as a going concern for one year after the date that the financial
statements are issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Knock Knock Children’s Museum, Inc. internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Knock Knock Children’s Museum, Inc. ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 26, 2024,
on our consideration of the Museum’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 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 in considering the Museum’s internal control over
financial reporting and compliance.
Respectfully submitted,

Hammiv) T, BMW, LLP

Baton Rouge, Louisiana
June 26, 2024



KNOCK KNOCK CHILDREN'S MUSEUM, INC.

STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2023 AND 2022

ASSETS
2023 2022
Current Assets:
Cash and Cash Equivalents $ 1,364,762 $ 1,362,572
Restricted Cash Maintenance Fund 100,000 100,000
Accounts Receivable 50,392 29,716
State Grant Receivable 80,474 145,722
Promises Receivable, Current - 100,000
Building Lease Receivable, Current 51,601 51,601
Merchandise Inventory 5,566 9,548
Prepaid Expenses 20,643 20,538
Total Current Assets 1,673,438 1,819,697
Building Lease Receivable, Long-Term 4,385,665 4,437,266
Property and Equipment, Net 2,847,386 3,373,678
Total Assets $ 8,906,489 $ 9,630,641
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts Payable $ 52,449 $ 61,745
Accrued Expenses 32,614 61,952
Deferred Revenues 175,957 130,065
Total Current Liabilities 261,020 253,762
Net Assets:
Without Donor Restrictions: 4,174,335 4,755,044
With Donor Restrictions:
Time-Restricted for Future Periods 4,437,266 4 588,867
Purpose Restrictions 33,868 32,968
4,471,134 4,621,835
Total Net Assets 8,645,469 9,376,879
Total Liabilities and Net Assets $ 8,906,489 $ 9,630,641

The accompanying notes are an integral part of these financial statements.
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KNOCK KNOCK CHILDREN'S MUSEUM, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2023

Without
Donor With Donor
Restrictions Restrictions Total
Support and Revenue:
Contributions $ 146,692 $ 75,275 $ 221,967
Sponsorships 34,843 - 34,843
BREC Reimbursements & CEA 42,185 - 42,185
Grants 345,269 - 345,269
Special Fundraising Events 299,243 - 299,243
Admission Income 946,048 - 946,048
Membership Income 260,749 - 260,749
Other Income 76,480 - 76,480
In-Kind Income 27,541 - 27,541
2,179,050 75,275 2,254,325
Net Assets Released From Restriction 225,976 (225,976) -
Total Revenues and Other Support 2,405,026 (150,701) 2,254,325
Expenses:
Program Expenses 2,015,745 - 2,015,745
Supporting Services:
Fundraising 312,827 - 312,827
General and Administrative 708,865 - 708,865
Total Expenses 3,037,437 - 3,037,437
Other Income (Expense):
Interest Income (Expense) 44,552 - 44,552
Rental Income 7,150 - 7,150
51,702 - 51,702
Change in Net Assets (580,709) (150,701) (731,410)
Net Assets - Beginning of Year 4,755,044 4,621,835 9,376,879
Net Assets - End of Year $ 4,174,335 $ 4,471,134 $ 8,645,469

The accompanying notes are an integral part of these financial statements.
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KNOCK KNOCK CHILDREN'S MUSEUM, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2022

Without
Donor With Donor
Restrictions Restrictions Total
Support and Revenue:
Contributions $ 178,998 $ - $ 178,998
Sponsorships 110,699 - 110,699
BREC Reimbursements & CEA 65,629 - 65,629
Grants 248,932 - 248,932
Admission Income 890,796 - 890,796
Membership Income 286,546 - 286,546
Other Income 68,446 - 68,446
PPP Loan Forgiveness Income 288,807 - 288,807
2,138,853 - 2,138,853
Net Assets Released From Restriction 225,465 (225,465) -
Total Revenues and Other Support 2,364,318 (225,465) 2,138,853
EXxpenses:
Program Expenses 1,964,988 - 1,964,988
Supporting Services:
Fundraising 247,268 - 247,268
General and Administrative 741,285 - 741,285
Total Expenses 2,953,541 - 2,953,541
Other Income:
Interest Income 15,354 - 15,354
Miscellaneous Income 6,269 - 6,269
Rental Income 13,450 - 13,450
35,073 - 35,073
Change in Net Assets (554,150) (225,465) (779,615)
Net Assets - Beginning of Year 5,309,194 4,847,300 10,156,494
Net Assets - End of Year $ 4,755,044 $ 4621835 $ 9,376,879

The accompanying notes are an integral part of these financial statements.
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KNOCK KNOCK CHILDREN'S MUSEUM, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2023

Supporting Services

Program General and Total
Expenses Fundraising Administrative ~ Expenses

Salaries and Wages $ 690,277 $ 188,258 $ 376,515 $ 1,255,050
Payroll Taxes 56,795 15,489 30,979 103,263
Other Employee Costs 29,204 7,964 15,931 53,099
Contract Services - - 1,357 1,357
Professional Fees 38,842 16,155 173,162 228,159
Office Expenses - 2,190 8,367 10,557
Repairs and Maintenance 71,760 4,221 8,442 84,423
Meetings and Events 12,260 3,309 7,549 23,118
Program Elements and Exhibits 70,754 - - 70,754
Equipment 6,197 365 729 7,291
Gifts 634 - - 634
Operations 243,491 14,322 28,647 286,460
IT Technology and Software 16,545 973 7,820 25,338
Communications 59,745 3,515 7,029 70,289
Insurance 40,026 2,355 4,709 47,090
Dues and Fees 58,333 3,431 12,589 74,353
Depreciation 573,845 - 17,748 591,593
Miscellaneous - - 2,132 2,132
Amortization (Building Rent Expense) 43,861 2,580 5,160 51,601
In-Kind Donations 3,176 24,365 - 27,541
Cost of Direct Benefit to Donors - 23,335 - 23,335

Total Expenses $ 2,015,745 $ 312,827 $ 708,865 $ 3,037,437

The accompanying notes are an integral part of these financial statements.
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KNOCK KNOCK CHILDREN'S MUSEUM, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2022

Salaries and Wages

Payroll Taxes

Other Employee Costs
Contract Services

Professional Fees

Office Expenses

Repairs and Maintenance
Meetings and Events

Program Elements and Exhibits
Equipment

Gifts

Operations

IT Technology and Software
Communications

Insurance

Dues and Fees

Depreciation

Miscellaneous

Amortization (Building Rent Expense)
In-Kind Donations

Total Expenses

Supporting Services

Program General and Total
Expenses Fundraising Administrative  Expenses
$ 611,495 $ 166,771 $ 333544 $ 1,111,810

47,369 12,919 25,838 86,126
37,130 10,126 20,253 67,509

- - 19,894 19,894
36,454 2,448 190,723 229,625
- 2,379 11,051 13,430
55,338 3,123 6,246 64,707
14,648 20,002 20,415 55,065
63,082 - - 63,082
5,269 310 620 6,199
787 - - 787
258,980 15,234 30,469 304,683
17,347 1,020 18,738 37,105
60,701 3,570 7,142 71,413
56,474 3,322 6,644 66,440
58,893 3,464 17,244 79,601
584,604 - 18,081 602,685
- - 9,223 9,223
43,861 2,580 5,160 51,601
12,556 - - 12,556
$ 1964988 $ 247,268 $ 741,285 $ 2,953,541

The accompanying notes are an integral part of these financial statements.
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KNOCK KNOCK CHILDREN'S MUSEUM, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

2023 2022
Cash Flows from Operating Activities:
Change in Net Assets $ (7314100 $ (779,615)
Adjustments to Reconcile Change in Net Assets to Net Cash
Provided by (Used in) Operating Activities:
Depreciation 591,593 602,685
Amortization of Building Lease Receivable 51,601 51,601
PPP Loan Forgiveness - (288,807)
Changes in Assets and Liabilities:
(Increase) Decrease Accounts Receivable 44,572 250,900
(Increase) Decrease Prepaid Expenses (105) 5,007
(Increase) Decrease Inventory 3,982 (9,548)
(Increase) Decrease Promises Receivable 100,000 100,000
Increase (Decrease) Accounts Payable (9,296) (29,109)
Increase (Decrease) Accrued Expenses (29,338) 33,947
Increase (Decrease) Deferred Revenues 45,892 787
Net Cash Provided by (Used In) Operating Activities 67,491 (62,152)
Cash Flows from Investing Activities:
Payments for Purchases of Property and Equipment (65,301) (3,719)
Net Cash Used In Investing Activities (65,301) (3,719)
Net Increase (Decrease) in Cash and Cash Equivalents 2,190 (65,871)
Cash and Cash Equivalents at Beginning of Year 1,462,572 1,528,443
Cash and Cash Equivalents at End of Year $ 1464762 $ 1,462,572
Recap of Cash:
Cash and Cash Equivalents $ 1364,762 $ 1,362,572
Restricted Cash 100,000 100,000
$ 1,464,762 $ 1,462,572
Supplemental Disclosures:
Cash Paid During the Year for Interest $ 1,714  $ 2,134
Non-Cash Financing Activities:
PPP Loan Forgiveness $ . $ 288,807

The accompanying notes are an integral part of these financial statements.
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KNOCK KNOCK CHILDREN’S MUSEUM

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023 AND 2022

Note 1 - Nature of Activities and Summary of Significant Accounting Policies -

Nature of Activities

Knock Knock Children’s Museum, Inc. (the Museum) opened in 2017. The mission of the Museum
is to provide an inclusive gathering place where families and children of all backgrounds and
experiences can interact and learn through play.

Significant Accounting Policies

Basis of Presentation

The Museum prepares its financial statements on the accrual basis of accounting. Accordingly,
revenues are recognized when earned and expenses are recognized when incurred.

The Museum is required to report information regarding its financial position and activities according
to two classes of net assets as follows:

Net Assets Without Donor Restrictions - not subject to donor-imposed restrictions. Net assets
may be designated for specific purposes by action of the Board of Directors. Board designations
include designation for reserves and other designations.

Net Assets With Donor Restrictions - subject to donor-imposed restrictions. Some donor imposed
restrictions are temporary in nature for future periods, such as those that will be met by the
passage of time or other events specified by the donor, and some donor restrictions are restricted
for purpose. Other donor-imposed restrictions are perpetual in nature, where the donor stipulates
that resource be maintained in perpetuity. Donor-imposed restrictions are released when a
restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose for
which the resource was restricted has been fulfilled, or both.

Revenue Recognition

The Museum recognizes revenue from admission and membership fees in the year which the related
services are provided to patrons. Performance obligation for admission fees are generally fulfilled at
the same time of payment, therefore the revenue is recognized when a patron enters the museum
under general admission. The Museum recognizes the exchange portion of memberships over the
membership period which expires and must subsequently be renewed at the end of membership. All
payments received in advance of membership expiration are recorded as deferred revenue.
Sponsorship revenue is recognized when the event is held.

Contributions and Promises to Give

Contributions received are recorded as support with or without donor restrictions depending on the
existence and/or nature of any donor restrictions.
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Contributions are recognized when the donor makes a promise to give to the Museum that is, in
substance, unconditional. Contributions that are restricted by the donor are reported as increases in
net assets without donor restrictions if the restrictions expire in the fiscal year in which the
contributions are recognized. All other donor-restricted contributions are reported as increases in net
assets with donor restriction, depending on the nature of the restrictions. When a 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 and reported in the
statements of activities as net assets released from restrictions.

Unconditional promises to give cash and other assets donated to the Museum are reported at fair
value on the date the promise is received. Due to the relatively short-term nature of the promises to
give, fair value equals the amount of the promise at December 31, 2023. Management determined
that an allowance for uncollectible amounts and a discount to present value is not material therefore
no amounts were recorded for these items. Unconditional promises to give are $-0- and $100,000 as
of December 31, 2023 and 2022 respectively.

Grant Revenue Recognition

Grants which represent exchange transactions are recorded as a receivable as the grant dollars are
spent. Grants which represent contributed support are recognized in the same manner as promises to
give.

Compensated Absences

Full-time exempt museum employees will accrue up to (20) days of vacation leave. The leave will
accrue at the rate of 6.15 hours per payroll period, beginning with the first payroll period after being
hired. Eligible employees can roll over up to (5) days of vacation leave into the next fiscal year.
Difference between accrued balance and roll over cap are paid out to the employee at the end of each
year. Unused paid time off balances will be paid out to employee upon termination. Accumulated
unused vacation leave at December 31, 2023 and 2022 is $10,995 and $15,892 respectively and is
included in accrued expenses on the Statements of Financial Position.

Accounts Receivable

The Museum assesses the collectability of its trade accounts receivable using the direct-write off
method. Under this method, trade accounts receivable are charged directly against earnings when
they are determined by management to be uncollectible. Use of this method does not result in a
material difference from the current expected credit loss (CECL) method required by U.S. Generally
Accepted Accounting Principles (ASC Topic 326). The Museum incurred no bad debt expense for
the years ended December 31, 2023 and 2022.

Deferred Revenue

Deferred revenue represents memberships that have been sold with expiration dates beyond the
current year end date and sales from gift cards that have not be used for payment by customers as of
December 31, 2023 and 2022. Membership revenue will be realized and recorded as revenue for the
months of the year that the membership is active. Gift card revenue will be realized and recorded
when the gift card is used as payment by the customer. Deferred membership income at
December 31, 2023 and 2022 was $156,374 and $108,730 respectively. Deferred gift card revenue
at December 31, 2023 and 2022 was $19,583 and $21,335, respectively.
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Donated Assets and Services

Equipment received as donations are recognized in the accompanying financial statements at their
estimated fair market value at the date they were received.

The Museum recognizes contribution revenue for certain services received at the fair value of those
services provided those services create or enhance non-financial assets or require specialized skills
which are provided by individuals possessing those skills and would typically need to be purchased,
if not provided by donation.

The value of contributed services and assets meeting the requirements for recognition in the financial
statements was $27,541 for the year ended December 31, 2023 and included catering and supplies
for fundraising events, landscaping services, and equipment. The value of contributed services and
assets was $12,556 for the year ended December 31, 2022.

The Museum receives items for use in fundraising. These items are recorded as contributions at their
fair value when received by the Museum. The Museum adjusts the contribution amount to the sales
price of the item to the ultimate resource provider (recipient) at the time of the sale. For the year
ended December 31, 2023, the Museum recognized $65,782 in contributions from such items given
and sold for use in fundraising. This amount is included in Special Fundraising Events Revenue in
these financial statements. All items given were sold in the same calendar year. The Museum did not
have any contributions of items for use in fundraising for the year ended December 31, 2022.

A substantial number of unpaid volunteers have made a significant contribution of service to develop
the Museum’s programs, principally in fund raising activities, operations, and board participation.
The value of this service is not reflected in these statements since it does not meet the criteria for
recognition, as described above.

Property and Equipment

Property and equipment are stated at cost. The Museum capitalizes all assets with an initial cost that
is greater than $1,000. Depreciation is computed using the straight-line method over the estimated
useful lives of the assets. When assets are retired or otherwise disposed of, the cost and related
accumulated depreciation are removed from the accounts and any resulting gain or loss is reflected
in income for the period. The cost of maintenance and repairs is charged to expense as incurred.

Leases

Effective January 1, 2022, the Museum adopted Accounting Standards Update (ASU) No. 2016-02,
Leases (Topic 842), and all related amendments retrospectively at the beginning of the period of
adoption through a cumulative-effect adjustment, electing not to adjust the comparative period. This
guidance requires that right-of-use (ROU) assets and lease liabilities be recorded on the statement of
financial position. The Museum elected the practical expedient relief package allowed by the new
standard, which does not require the reassessment of (1) whether existing contracts contain a lease,
(2) the lease classification or (3) unamortized initial direct costs for existing leases. Additionally, the
Museum made accounting policy elections for the exclusion of short-term leases (leases with an
initial term of 12 months or less and which do not include a purchase option that the Museum is
reasonably certain to exercise) from the statement of financial position presentation. The Museum
had no operating or finance leases as of December 31, 2023 and 2022, which required the
capitalization of related assets and liabilities under Topic 842.
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The Museum does not recognize ROU assets and lease liabilities on short-term leases but recognizes
lease expense for these leases on a straight-line basis over the lease terms and any variable lease
payments in the period in which the obligation for those payments is incurred. The total lease expense
for these short-term leases for the years ended December 31, 2023 and 2022, is $7,290 and $5,723,
respectively.

Income Taxes

The Museum has been recognized by the Internal Revenue Service as a not-for-profit organization
as described in Section 509(a)(1) of the Internal Revenue Code and is exempt from federal income
taxes. Accordingly, no provision for income taxes on related income has been included in the
financial statements.

The Museum files an income tax return in the U.S. federal jurisdiction. With few exceptions, the
Museum is no longer subject to federal tax examinations by tax authorities for years before 2020.
Any interest and penalties assessed by income taxing authorities are not significant and are included
in general and administrative expenses in these financial statements, if applicable.

The accounting standard on accounting for uncertainty in income taxes addresses the determination
of whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the
financial statements. Under this guidance, the Museum may recognize the tax benefit from an
uncertain tax position only if it more likely than not that the tax position will be sustained on
examination by taxing authorities, based on the technical merits of the position. There were no
unrecognized tax benefits identified or recorded as liabilities for the year ended December 31, 2023
or 2022.

Cash and Cash Equivalents

The Museum considers all highly liquid investments with maturities of three months or less at the
date of acquisition to be “cash equivalents.” Cash and cash equivalents for purposes of the statements
of cash flows excludes cash and cash equivalents and amounts held in brokerage accounts that are
perpetual in nature with donor restricted net assets.

The Museum maintains cash balances at several financial institutions. At various times during the
year, the balances on deposit may exceed the limits insured by the Federal Deposit Insurance
Corporation.

The Museum is required to maintain $100,000 in cash per the Cooperative Endeavor Agreement with
BREC as discussed in Note 6, to these financial statements.

Functional Allocation of Expenses

The costs of providing for the various programs and other activities of the Museum have been
summarized on their functional basis in the statements of activities. The statements of functional
expenses present the natural classification detail of expenses by function. Expenses are recorded
directly in the program service or supporting service classification in which they were incurred
except for salaries and wages, payroll taxes, and other employee costs which are allocated based on
actual time spent on each function; depreciation which is allocated based on the actual use of the
fixed asset owned by the museum, and communications, operations, repairs and maintenance, dues
and fees, equipment, insurance, IT technology and software, and professional services which are
allocated based on management’s best estimate of usage by program or supporting services.
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Advertising

The Museum incurred advertising expenses of $70,288 and $71,413 for the year ended December 31,
2023 and 2022. The Museum expenses advertising costs as incurred.

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 amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates and such differences may be
material.

Subsequent Events

The Museum evaluated subsequent events and transactions for potential recognition or disclosure in the
financial statements through June 26, 2024 the date which the financial statements were available to be
issued.

Note 2 - Receivables and Deferred Revenues -

In accordance with ASC Topic 606, the following amounts are included in the Statement of Financial
Position at December 31, 2023 and 2022 under the following captions:

2023 2022
Receivables:
Accounts Receivables $ 50,392 $ 29,716
State Grant Receivable 80,474 145,722

$ 130,866 $ 175,438

Current Liabilities:
Deferred Revenues $ 175,957 $ 130,065

As of December 31, 2021 there were trade receivables of $14,609, and deferred revenues totaled
$129,278.

Note 3 - Liquidity and Availability -

The following reflects the Museum’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.
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Financial Assets at Year-End:

Cash and Cash Equivalents $ 1,364,762
Accounts Receivables 50,392
State Grant Receivable 80,474
1,495,628
Less Amounts not Available for General Expenditure Within One
Year Due to:
Donor - Imposed Restrictions:

Restricted by Donor with Purpose Restriction (33,868)
(33,868)

Financial Assets available to Meet Cash Needs for General
Expenditures Within One Year $ 1,461,760

The Museum’s goal is to maintain liquid financial assets to pay obligations as they become due.

At December 31, 2022, the Museum had $1,505,042 of financial assets available to meet cash needs
for general expenditures within one year.

Note 4 - Restrictions of Net Assets -

Net assets with donor-imposed restrictions for purpose are used to account for the receipt and
disbursement of specific activities (projects) defined by the donor. The following are the funds and
amounts classified as net assets with donor-imposed restrictions for purpose or time restrictions as
of December 31, 2023 and 2022:

2023 2022
Access for All - Field Trip $ 29,698 $ 29,698
Access for All - Reduced Admission 3,270 3,270
For All Access - AARP 900 -
Promise to Give Receivable - 100,000
Building Lease Receivable 4,437,266 4,488,867
$ 4,471,134 $ 4,621,835

Note 5 - Net Assets Released from Restrictions -

Net assets were released from restrictions for the years ended December 31, 2023 and 2022 for
incurring expenses satisfying the restricted purpose or due to the passage of time.

2023 2022
Access for All - Reduced Admission $ 72,775 $ 41,514
Van QOutfitting - 30,100
For All Access - AARP 1,600 2,250
Pledge Payments 100,000 100,000
Building Lease Receivable 51,601 51,601
$ 225,976 $ 225,465
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Note 6 - Cooperative Endeavor Agreement and Building Lease Receivable -

In December 2010 Knock Knock Children’s Museum, Inc. entered into a Cooperative Endeavor
Agreement with The Recreation and Park Commission for the Parish of East Baton Rouge
(“BREC”). This agreement was amended December 2017. The agreement specifies that the Museum
is a separately incorporated 501(c)(3) organization and is responsible to manage, fund, and
administer the facility and programming of the museum for the use and benefit of the citizens of East
Baton Rouge Parish and the surrounding region. BREC and the Museum agree to preserve, develop,
and maintain the Museum site exclusively for purposes of operating the Museum. Both entities were
responsible for the planning, development, design, and construction of the Museum facility. The
agreement also states that all improvements to the museum, with the exception of improvements to
museum exhibits, are the property of BREC. This agreement states that not more than $3,000,000 of
the cost to construct the facility will be paid by BREC, and the remaining costs will be paid by the
Museum. As of December 31, 2021, the Museum paid $3,941,865 in building costs that have been
recorded on the Statement of Financial Position and are being depreciated as discussed in Note 7 to
these financial statements. The Museum agreed to establish and contribute to a Knock Knock
Children’s Museum Site Maintenance Fund, and amount equal to $15,000 annually until the fund
reaches a total of $100,000. This fund shall be used solely for structural, mechanical, and other
maintenance or repair needs. The fund contributions are suspended once the fund reaches $100,000
and shall resume upon reduction of the balance below the maximum amount. This fund amount is
included as Restricted Cash Maintenance Fund on the Statements of Financial Position as of
December 31, 2023 and 2022.

Further, the agreement states that a majority of the Board of Directors for the Museum shall be legal
residents of East Baton Rouge Parish and that the BREC Commission shall be entitled to appoint
one voting member to the Museum’s governing Board of Directors. This agreement shall be
terminated and dissolved immediately at any time the Museum no longer has Federal IRS Tax
exempt status, and all assets of the Museum would become property of BREC.

The term of the agreement is for ninety-nine (99) years, beginning on the 6" day of December 2010
and ending on the 6™ day of December 2109. BREC grants to the Museum one (1) option to renew
for an additional ninety-nine years commencing on the first day following the expiration of the
original term or the same terms, conditions contained herein unless mutually agreed to otherwise in
writing.

During 2017, in connection with the Cooperative Endeavor Agreement and completion of the
construction of the building, the Museum received the right to use building and land for the 99 year
lease of the Museum. The right to use is rent free for the lease term and therefore recorded a building
lease contribution receivable totaling $4,746,872. This amount represents the net estimated fair value
of the leasehold interest that was donated. The leasehold interest was based upon an appraised value
of $8,688,737 reduced by the amount of building costs paid for by the Museum of $3,941,865. The
receivable is being amortized over the remaining life of the Cooperative Endeavor Agreement which
expires in December 2109. As of December 31, 2023 and 2022, the building lease receivable
consisted of the following:

2023 2022
Building Lease Receivable, Current $ 51,601 $ 51,601
Building Lease Receivable, Long-Term 4,385,665 4,437,266

$ 4,437,266 $ 4,488,867

15



Amortization (building rent expense) during the years ended December 31, 2023 and 2022 was
$51,601. Amounts to be recorded in future years total $51,601 annually through the expiration date
of December 21009.

Note 7 - Property and Equipment -

A summary of property and equipment, accumulated depreciation, and related service lives for the
years ended December 31, 2023 and 2022 are as follows:

Estimated
Service Life 2023 2022
Machinery and Equipment 5-15 Years $ 248,459 $ 196,262
Building 7 -15 Years 3,956,216 3,943,111
Learning Zones 7 - 15 Years 2,416,505 2,416,505
Software 5-7 Years 76,233 76,233
6,697,413 6,632,111
Less: Accumulated Depreciation (3,850,027) (3,258,433)

$ 2,847,386 $ 3,373,678

Note 8 - PPP Loan Forgiveness -

In February 2021, the Museum qualified for and received additional loan proceeds in the principal
amount of $288,807 pursuant to the Paycheck Protection Program (PPP) as part of the Consolidated
Appropriations Act, 2021, the Economic Aid to Hard-Hit Small Businesses, Nonprofits, and Venues
Act (Economic Aid Act). The principal amount of the PPP loan was subject to forgiveness under the
PPP upon the Museum’s request to the extent that the PPP loan proceeds were used to pay expenses
permitted by the PPP, including payroll costs, covered rent and mortgage obligations, and covered
utility payments. The Museum applied for forgiveness of the PPP loan with respect to these covered
expenses, and in March 2022 the Museum received the PPP Loan forgiveness from the SBA.
Therefore, as of December 31, 2022, and in accordance with generally accepted accounting
principles, the Museum has recognized PPP loan forgiveness income of $288,807 as it considered
that the measurable performance or other barrier and right of return of the PPP loan no longer existed
and the loan obligation is legally released.

Note 9 - Commitments and Contingencies -

The Paycheck Protection Program (PPP) loans are subject to audit for six years from the date of
forgiveness. Department of Treasury guidance states that loans over $2 million will be fully audited
and loans under $2 million are subject to random audits. If audited, the SBA could redetermine the
amount of forgiveness. The Company received two PPP loans which were forgiven in 2021 and 2022
totaling $577,607.

Note 10 - Compensation, Benefits and Other Payments to Agency Head -

Executive Director, Christina Melton, did not receive any compensation that was paid from public
funds.
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Independent Auditor’s Report On Internal Control
Over Financial Reporting And On Compliance And Other Matters
Based On An Audit Of Financial Statements
Performed In Accordance With Government Auditing Standards

To the Board of Directors
Knock Knock Children’s Museum, Inc.
Baton Rouge, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the Knock Knock
Children’s Museum, Inc. (the “Museum”), a nonprofit organization, which comprise the statement of
financial position as of December 31, 2023, and the related statements of activities, functional expenses,
and cash flows for the year then ended, and the related notes to the financial statements, and have issued
our report thereon dated June 26, 2024.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Museum’s internal
control over financial reporting (internal control) as a basis for designing 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 Museum’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Museum’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Museum’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 instance of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Museum’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Museum’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose. However, under the provisions
of Louisiana Revised Statute 24:513, this report is distributed by the legislative auditor as a public
document and its distribution is not limited.

Respectfully submitted,
Havmia) T. Brurgesea), LLP

Baton Rouge, Louisiana
June 26, 2024
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KNOCK KNOCK CHILDREN’S MUSEUM, INC.

SUMMARY SCHEDULE OF FINDINGS AND RESPONSES

FOR THE YEAR ENDED DECEMBER 31, 2023

A. Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued; unmodified
Internal control over financial reporting:

Material weaknesses identified: Yes X _No
Significant deficiencies identified? Yes X None Reported
Noncompliance material to financial statements noted: Yes X _No

B. Internal Control Over Financial Reporting

None

C. Compliance and Other Matters

None
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A.

KNOCK KNOCK CHILDREN’S MUSEUM, INC.

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2023

Internal Control Over Financial Reporting

None

Compliance and Other Matters

Finding 2022-01 Timely Filing of Audit Report

Criteria: Louisiana Revised Statute 24:513 requires that an annual financial report or other type
report be submitted to the Louisiana Legislative Auditor (LLA) within six months of the close of the
fiscal/calendar year.

Cause: The Museum’s management was unaware it had a reporting requirement since this was the
first year a state grant was received. The audit was not scheduled to start until after June 30, 2023
therefore the reporting requirement was not known by the statutory deadline.

Effect: The Museum did not meet the deadline as required by the LLA.

Recommendation: The Museum will make every effort to meet the deadline in the future.

Management’s Response: The Museum will continue to make every effort to comply with this
deadline. Management will review grant reporting requirements with independent auditor before
audit fieldwork start date which will give independent auditor time to complete the audit by the
statutory deadline.

Corrective Action: The Museum and independent auditor determined reporting requirements earlier
in the year and together scheduled fieldwork start date earlier in the year to complete the 2023 audit
by the statutory deadline.
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