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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of

SPECIAL OLYMPICS ARIZONA, INC.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Special Olympics Arizona, Inc. (the “Organization”),
which comprise the statement of financial position as of December 31, 2023, and the related
statements of activities and change in net assets, functional expenses, and cash flows for the year
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 the Organization as of December 31, 2023, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit 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 of America.
Our responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of the
Organization and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. 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 the
Organization’s ability to continue as a going concern for one year after the date that the financial
statements are available to be issued.
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Auditors’ 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 auditors’
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 and Government Auditing Standards 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 and Government Auditing Standards, we:

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

o 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 the Organization’s internal control. Accordingly, no such
opinion is expressed.

o 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 the Organization’s 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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in
accordance with GAAS. In our opinion, the information is fairly stated, in all material respects, in
relation to the financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
22, 2024 on our consideration of the Organization’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of the Organization’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization’s internal control over financial
reporting and compliance.

CBIZ CPA< P.C:

October 22, 2024

In certain jurisdictions, CBIZ CPAs P.C. operates under its previous name, Mayer Hoffman McCann P.C.




SPECIAL OLYMPICS ARIZONA, INC.
STATEMENT OF FINANCIAL POSITION

December 31, 2023

ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 3,950,008
Contributions receivable 1,408,086
Prepaid expenses 103,590
Prepaid rent 138,217
Other current assets 838
TOTAL CURRENT ASSETS 5,600,739
INVESTMENTS 2,444,588
PREPAID RENT, net of current portion 2,153,887
OPERATING RIGHT-OF-USE ASSET, net 31,521
PROPERTY AND EQUIPMENT, net 661,689
TOTAL ASSETS $ 10,892,424

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accrued expenses $ 406,184
Deferred revenue 115,817
Current portion of operating lease liability 19,181
TOTAL CURRENT LIABILITIES 541,182
Operating lease liability, less current portion 12,900
TOTAL LIABILITIES 554,082
NET ASSETS
Without donor restrictions:
Undesignated 7,969,896
Board designated endowment 2,368,446
Total net assets without donor restrictions 10,338,342
With donor restrictions -
TOTAL NET ASSETS 10,338,342
TOTAL LIABILITIES AND NET ASSETS $ 10,892,424

See Notes to Financial Statements
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SPECIAL OLYMPICS ARIZONA, INC.

STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS

Year Ended December 31, 2023

SUPPORT AND REVENUE
Contributions
Donated materials and services
Telemarketing and direct mail
Merchandise sales
Investment return
Gain on sale of property and equipment
Net assets released from restriction

Total support and revenue before
special events

Special events:

Cash

In-kind

Less cost of direct donor benefits
Gross profit on special events

TOTAL SUPPORT AND REVENUE

FUNCTIONAL EXPENSES
Program services:
State and local programs
Competitions
Public education

Outreach, volunteers, and trainng
Total program services

Support services:
General and administrative
Fundraising

Total support services
TOTAL FUNCTIONAL EXPENSES

CHAPTER ASSESSMENT
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Without donor With donor
restrictions restrictions Total
3,416,885 - 3,416,885
4,216,564 - 4,216,564
313,286 - 313,286
34,421 - 34,421
306,221 - 306,221
7,000 - 7,000
15,000 (15,000) -
8,309,377 (15,000) 8,294,377
2,631,589 - 2,631,589
6,681,563 - 6,681,563
(7,330,725) - (7,330,725)
1,982,427 - 1,982,427
10,291,804 (15,000) 10,276,804
2,859,566 - 2,859,566
4,283,925 - 4,283,925
1,387,819 - 1,387,819
696,990 - 696,990
9,228,300 - 9,228,300
266,175 - 266,175
800,738 - 800,738
1,066,913 - 1,066,913
10,295,213 - 10,295,213
91,582 - 91,582
10,386,795 - 10,386,795
(94,991) (15,000) (109,991)
10,433,333 15,000 10,448,333
10,338,342 $ - 10,338,342

See Notes to Financial Statements



Compensation of current officers
Other salaries and wages

401(k) contributions

Other employee benefits

Payroll taxes

Consulting and management
Audit and accounting fees

Office expense

IT services

Occupancy

Travel

Conferences, conventions, meetings
Interest and bank charges
Depreciation

Insurance

Registration and accreditation fees
Supplies

Awards

In-kind media

In-kind volunteer time

In-kind other

TOTAL FUNCTIONAL EXPENSES

Chapter assessment

TOTAL EXPENSES

SPECIAL OLYMPICS ARIZONA, INC.
STATEMENT OF FUNCTIONAL EXPENSES

Year Ended December 31, 2023

Qutreach,
State and Local Public Volunteers, Total General and
Programs Competitions Education and Training Programs Administrative Fundraising Total

$ 47950 $ 46,031 $ 32,606 $ 36,442 % 163,029 15,344 $ 13,426 $ 191,799
430,101 412,897 292,468 326,876 1,462,342 137,632 120,429 1,720,403
64,818 10,724 7,596 8,490 91,628 3,575 3,128 98,331
70,691 67,864 48,070 53,725 240,350 22,621 19,794 282,765
102,563 17,951 12,715 14,211 147,440 5,984 5,236 158,660
538,075 70,362 415,970 27,667 1,052,074 10,793 347 1,063,214
17,031 16,350 11,581 12,944 57,906 5,450 4,769 68,125
18,561 21,191 26,888 6,431 73,071 2,543 477 76,091
68,701 16,294 11,542 12,900 109,437 5,431 4,753 119,621
145,269 248,234 57,986 26,459 477,948 11,141 9,748 498,837
127,984 519,093 129,459 9,496 786,032 3,694 - 789,726
43,525 6,447 10,906 5,076 65,954 1,974 - 67,928
6,394 6,703 16,605 4,406 34,108 1,714 - 35,822
47,446 45,549 32,264 36,060 161,319 14,028 - 175,347
32,474 31,174 22,081 24,679 110,408 9,601 - 120,009
1,698 61,859 4,775 - 68,332 - - 68,332
284,385 180,110 104,638 24,958 594,091 9,709 546,283 1,150,083
30,929 8,933 2,856 - 42,718 - - 42,718
632,464 962,268 - - 1,594,732 - 6,490,803 8,085,535
133,555 2,086,814 - - 2,220,369 4,941 506,421 2,731,731
18,094 25,809 - 11,217 55,120 - 25,741 80,861
2,862,708 4,862,657 1,241,006 642,037 9,608,408 266,175 7,751,355 17,625,938
22,896 21,980 15,569 17,401 77,846 7,326 6,410 91,582
$ 2,885604 $ 4,884,637 $ 1,256,575 $ 659,438 $ 9,686,254 273501 $ 7,757,765 $ 17,717,520

See Notes to Financial Statements
-6-



SPECIAL OLYMPICS ARIZONA, INC.
STATEMENT OF CASH FLOWS

Year Ended December 31, 2023

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets $ (109,991)
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation 175,347
Non-cash lease expense 18,760
Gain on sale of property and equipment (7,000)
Realized/unrealized gains on investments (56,803)
Changes in operating assets and liabilities:
Decrease (increase) in:
Contributions receivable 1,716,611
Prepaid rent 139,087
Prepaid expenses (21,764)
Increase (decrease) in:
Accrued expenses 175,431
Operating lease liabilities (18,480)
Deferred revenue _ (156,240)
Net cash provided by operating activities 1,854,958
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments (529,469)
Proceeds from sale of investments 372,283
Proceeds from sale of property and equipment 7,000
Purchases of property and equipment (415,903)
Net cash used in investing activities (566,089)
NET CHANGE IN CASH AND CASH EQUIVALENTS 1,288,869
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 2,661,139
CASH AND CASH EQUIVALENTS, END OF YEAR $ 3,950,008
NON CASH INVESTING AND FINANCING ACTIVITIES
Addition of operating right of use assets and lease liabilities $ 8,366

See Notes to Financial Statements
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Nature of operations and summary of significant accounting policies

Nature of operations - Special Olympics Arizona, Inc. (the “Organization”) was formed to provide year-
round sports training and athletic competition to all children and adults with intellectual disabilities, giving
them continuing opportunities to develop physical fitness, demonstrate courage, experience joy and
participate in the sharing of gifts, skills and friendship with their families, other Special Olympians and the
community. The Organization is accredited by Special Olympics International (“SOI”), an international
Olympic training and competition program. The Organization is the legal entity for all area and local SOI
programs in Arizona. The Chapter headquarters in Phoenix, Arizona accounts for all activity for the
Organization’s programs. There are two levels of programs, as follows:

1. State Programs - These programs are run by full-time employees. The accounting records are
under the direction of a full-time Vice President of Finance & Administration.

2. Local Programs - These programs are run by area directors, who are also employees of the
Organization. There are 6 of these programs located throughout Arizona.

The significant accounting policies followed by the Organization are summarized below:

Basis of presentation - The accompanying financial statements are presented in accordance with
Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 958-205, Not-
for-Profit Entities - Presentation of Financial Statements. Under FASB ASC 958-205, the Organization is
required to report information regarding its financial position and activities according to two classes of net
assets: net assets without donor restrictions and net assets with donor restrictions.

The Organization maintains its accounts on the accrual basis of accounting. Net assets and revenues,
expenses, gains, and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified as follows:

Net assets without donor restrictions

Net assets that are not subject to donor-imposed restrictions and may be expended for any purpose in
performing the primary objectives of the Organization. These net assets may be used at the discretion of
the Organization’s management and the board of directors.

Net assets with donor restrictions

Net assets subject to stipulations imposed by donors and grantors. Some donor restrictions are temporary
in nature; those restrictions will be met by actions of the Organization or by the passage of time. Other
donor restrictions are perpetual in nature, whereby the donor has stipulated the funds be maintained in
perpetuity.

Donor restricted contributions are reported as increases in net assets with donor restrictions. When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without
donor restrictions in the statement of activities and change in net assets.

Management’s use of estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Nature of operations and summary of significant accounting policies (continued)

Cash and cash equivalents - Cash includes cash and, at times, cash equivalents, which consist of highly
liquid financial instruments purchased with original maturities of three months or less. Cash deposits at
commercial banks are insured in limited amounts by the Federal Deposit Insurance Corporation (“FDIC”).

Investments - The Organization accounts for its investments in accordance with FASB ASC 958-321, Not-
for-Profit Entities - Investments - Equity Securities. Under FASB ASC 958-321, the Organization is required
to report investments in equity securities at fair value. The fair values of investments are based on quoted
market prices or, if applicable, at net asset value (“NAV”). At December 31, 2023, investments are classified
as long-term assets based on management’s intent.

Fair value measurements - FASB ASC 820, Fair Value Measurement, establishes a common definition for
fair value to be applied under accounting principles generally accepted in the United States of America
requiring the use of fair value, establishes a framework for measuring fair value, and expands disclosures
about such fair value measurements. FASB ASC 820 also establishes a hierarchy for ranking the quality
and reliability of the information used to determine fair values by requiring that assets and liabilities carried
at fair value be classified and disclosed in one of the following three categories:

Level 1: Unadjusted quoted market prices in active markets for identical assets or liabilities.

Level 2: Unadjusted quoted prices in active markets for similar assets or liabilities, unadjusted quoted
prices for identical or similar assets or liabilities in markets that are not active, or inputs other
than quoted prices that are observable for the asset or liability.

Level 3: Unobservable inputs for the asset or liability.

Contributions receivable - Unconditional promises to give (pledges) that are to be collected within one
year are recorded at net realizable value. Unconditional promises to give that are expected to be collected
in future years are initially recorded at the fair value of their estimated future cash flows as of the date of the
promise to give through the use of a present value discount technique. In periods subsequent to initial
recognition, unconditional promises to give are reported at the amount management expects to collect and
are discounted over the collection period using the same discount rate as determined at the time of initial
recognition. The discount rate determined at the initial recognition of the unconditional promise to give is
based upon management’s assessment of many factors, including when the receivable is expected to be
collected, the creditworthiness of the other parties, the Organization’s past collection experience and its
policies concerning the enforcement of promises to give, expectations about possible variations in the
amount or timing, or both, of the cash flows, and other factors concerning the receivable’s collectability.
Amortization of the discounts is included in support from contributions. Conditional promises to give are
recognized when the conditions on which they depend are substantially met. As of December 31, 2023, all
contributions receivable are due within one year. Management considers contributions receivable to be fully
collectible at December 31, 2023 and, accordingly, an allowance for doubtful accounts has not been
provided.
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Nature of operations and summary of significant accounting policies (continued)

Prepaid rent - In October 2018, the Organization signed an agreement with the Arizona Department of
Corrections (the “DOC”) to build a new site on land owned by the DOC. The construction was to be funded
by the Organization and the facility was to be transferred to the DOC upon completion but used exclusively
by the Organization in accordance with the terms of the agreement. In July 2020, the Organization
transferred the building to the DOC free and clear of any claim to the building and any fixtures at its total
value of $2,764,348. Upon transfer, the Organization began leasing the building from the DOC for a period
of 20 years “rent free”. The Organization accounted for the agreement as an exchange transaction as the
value of the building upon completion approximates the present value of future lease expense. The transfer
of the building represents prepaid rent and is being amortized on a straight-line basis over the lease term.
See Note 6.

Property and equipment and related depreciation - Purchased property and equipment is valued at cost
and donated property and equipment is recorded at fair value at the date of gift to the Organization.
Maintenance and repairs are charged to operations when incurred. Betterments and renewals in excess of
$1,000 are capitalized. When property and equipment is sold or otherwise disposed of, the asset accounts
and related accumulated depreciation accounts are relieved, and any gain or loss is included in operations.
Depreciation of property and equipment is computed on a straight-line basis over the following estimated
useful lives:

Office furniture and equipment 3-7years
Software and licenses 3-5years
Vehicles 5-7years

Impairment of long-lived assets - The Organization accounts for long-lived assets in accordance with the
provisions of FASB ASC 360, Property, Plant, and Equipment. FASB ASC 360 requires that long-lived
assets be reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to future undiscounted net cash flows expected to be
generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets.
Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. No
impairment charges were recorded in 2023.

Contributions and grants - In accordance with ASC 958-605, Not-for-Profit Entities - Revenue
Recognition, the Organization evaluates grants and contributions for evidence of the transfer of
commensurate value from the Organization to the resource provider. The transfer of commensurate value
from the Organization to the resource provider may include instances when a) the goods or services
provided by the Organization directly benefit the grantor or resource provider or are for the sole use of the
grantor or resource provider or b) the grantor or resource provider obtains proprietary rights or other
privileges from the goods or services provided by the Organization. When such factors exist, the
Organization accounts for the grants or contributions as exchange transactions under ASC 606, Revenue
from Contracts with Customers, or other appropriate guidance. In the absence of these factors, the
Organization accounts for the award under the contribution accounting model.

-10-
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Nature of operations and summary of significant accounting policies (continued)

In the absence of the transfer of commensurate value from the Organization to the resource provider, the
Organization evaluates the contribution for criteria indicating the existence of measurable barriers to
entitlement for the Organization or the right of return from the resource provider. A barrier to entitlement is
subject to judgment and generally represents an unambiguous threshold for entitlement that provides clarity
to both the Organization and resource provider whether the threshold has been met and when. These
factors may include measurable performance thresholds or limited discretion on the part of the Organization
to use the funds. Should the existence of a measurable barrier to entittlement exist and be accompanied by
a right of return of the funds to the resource provider or release of the resource provider from the obligation,
the contribution is treated as a conditional contribution. If both the barrier to entitlement and the right of
return do not exist, the contribution is unconditional.

The Organization accounts for contributions in accordance with FASB ASC 958-605, Not-for-Profit Entities -
Revenue Recognition. In accordance with FASB ASC 958-605, contributions received are recorded as
contributions without donor restrictions or contributions with donor restrictions depending on the existence
and/or nature of any donor restrictions. All contributions with donor restrictions are reported as an increase
in net assets with donor 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 statement of activities and change in net assets as net assets
released from restrictions. Restricted support where restrictions are met in the same period as the donation
is made is shown as additions to contributions without donor restrictions. Additionally, contributions of land,
buildings and equipment without donor stipulations concerning the use of such long-lived assets are
reported as revenues of net assets without donor restrictions class.

During the year ended December 31, 2023, the Organization received various grants that are conditional in
nature and the revenue can only be recognized once funds have been spent on qualifying costs. As of
December 31, 2023, the Organization hadn’t received any funding for which the conditions have not yet
been met. Additionally, the Organization is the recipient of certain conditional promises to give that will be
recognized upon the satisfaction of the grant conditions, which primarily include incurring qualifying
expenses. As of December 31, 2023, conditional promises to give that have not been recognized because
the conditions have not been met totaled $1,955,314.

Bequests are recognized as contribution revenue in the period the Organization receives notification the
court has found the will of the donor’s estate to be valid and all conditions have been substantially met.

Telemarketing and direct mail - The Organization has telemarketing and direct mail contracts that account
for a portion of the Organization’s total support. Under the contracts, third party administrators are given the
right to raise support on behalf of the Organization. The support raised represents individual contributions
as a result of direct solicitation by either telephone or mail. Revenue under the telemarketing and direct mail
contracts is recognized in accordance with contributions discussed above.

Donated materials and services - In September 2020, the FASB issued Accounting Standards Update
(“ASU”) No. 2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial
Assets. The Organization implemented ASU 2020-07 during the year ended December 31, 2023 and
presents contributed nonfinancial assets separately on the statement of activities and change in net assets
as in-kind contributions.

-11-
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Nature of operations and summary of significant accounting policies (continued)

The Organization receives various in-kind contributions in the form of donated services, supplies, and other
materials. Donated materials and services are reflected in the accompanying financial statements at their
estimated fair value as of the date of donation. In-kind contributions are valued using estimated prices of
identical or similar services and products in the local retail markets (Level 2 inputs).

Donated services are recognized as contributions in accordance with FASB ASC 958-605 if the services (a)
create or enhance nonfinancial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased. The Organization utilizes the services of volunteers to perform a
variety of tasks that assist the Organization with specific programs, such as games management, coaching,
training, program coordinator, area director, referees and umpires, and chaperons. Without this dedicated
volunteer support, the Organization would be unable to accomplish its mission.

The Organization is dependent on donated materials and services from such diverse groups as local
government parks and recreation departments, quasi-government organizations, universities, merchant and
restaurant organizations and businesses. Without these donations, the Organization would be unable to
carry out its mission to provide sporting competition for the developmentally disabled.

The Organization’s policy related to gifts-in-kind is to utilize the assets given to carry out the mission of the
Organization. If an asset is provided that does not allow the Organization to utilize it in its normal course of
business, the asset will be sold at its fair market value as determined by appraisal or specialist depending
on the type of asset.

During the year ended December 31, 2023, there were no donor restrictions on the in-kind contributions.

The Organization received the following donated materials and services during the year ended December
31, 2023:

Donated services $ 2,731,731
Facilities 18,094
Printing and media 8,085,535
Food and beverage 11,217
Fundraising items 25,537
Equipment rental, uniforms, and supplies 26,013

Total donated materials and services $ 10,898,127

For the year ended December 31, 2023, $6,681,563 of donated materials and services are included in
special events revenue, as the donations were specifically for the special events.

Special events revenue - The Organization conducts special events in which a portion of the gross
proceeds paid by the participant represents payment for the direct cost of the benefits received by the
participant at the event. Unless a verifiable, objective means exists to demonstrate otherwise, the fair value
of meals and entertainment provided at special events is measured at the actual cost to the Organization.
The direct costs of the special events which ultimately benefit the donor rather than the Organization are
recorded as costs of direct donor benefits. All proceeds received in excess of the direct costs are recorded
as gross profit on special events in the accompanying statement of activities and change in net assets.

-12-
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Nature of operations and summary of significant accounting policies (continued)

Functional expenses - The costs of providing programs and other activities have been summarized on a
functional basis in the accompanying statement of activities and change in net assets. The statement of
functional expenses presents the natural classification detail of expense by function. Accordingly, certain
costs have been allocated among the programs and supporting services benefited. Directly identifiable
expenses are charged to programs and supporting services. Expenses related to more than one function
are charged to program and supporting services on the basis of personnel activity and other appropriate
allocation methods. General and administrative expenses include those expenses that are not directly
identifiable with any other specific function but provide for the overall support and direction of the
Organization. Occupancy, competition and fundraising expenses are directly assigned to program and
supporting services. All other expenses are allocated based on time and effort.

Income tax status - The Organization qualifies as a tax-exempt organization under Section 501(c)(3) of the
Internal Revenue Code (“IRC”) and similar state provisions and, accordingly, there is no provision for
income taxes. In addition, the Organization qualifies for the charitable contribution deduction under Section
170 of the IRC and has been classified as an organization that is not a private foundation. Income
determined to be unrelated business taxable income (“UBTI”) would be taxable. The Organization evaluates
its uncertain tax positions, if any, on a continual basis through review of its policies and procedures, review
of its regular tax filings, and discussions with outside experts. At December 31, 2023, management does
not believe the Organization has any uncertain tax positions. The Organization’s policy is to classify income
tax penalties and interest in general and administrative expense in the accompanying statement of activities
and change in net assets, if any.

The Organization’s federal Return of Organizations Exempt from Income Tax (Form 990) for 2020, 2021
and 2022 are subject to examination by the IRS, generally for three years after they were filed. As of the
date of this report, the 2023 return had not yet been filed.

Leases - Effective January 1, 2022, the Organization adopted ASC Topic 842, Leases, using the modified
retrospective approach. Upon adoption of Topic 842, the Organization elected the package of practical
expedients permitted under the transition guidance within the new standard, which among other things,
allowed the Organization to not reassess whether a contract is or contains a lease, carry forward the
historical lease classification, and use the hindsight approach when determining the lease term. In addition,
the Organization made an accounting policy election not to separate non-lease components from lease
components for all existing classes of underlying assets. The Organization also made an accounting policy
election to not record right of use (“ROU”) assets and lease liabilities for leases with an initial term of twelve
months or less on the accompanying statement of financial position.

The Organization determines if a contract or arrangement is, or contains, a lease at inception. ROU assets
represent the Organization’s right to use an underlying asset for the lease term and lease liabilities
represent an obligation to make lease payments arising from the lease. ROU assets and liabilities are
recognized at commencement date based on the present value of lease payments over the lease term. The
Organization has elected the private company accounting alternative to use a risk-free discount rate for all
classes of underlying assets based on the information available at commencement date in determining the
present value of lease payments. The ROU asset includes any prepaid lease payments and additional
direct costs and excludes lease incentives. The Organization’s lease terms may include options to extend or
terminate the lease when it is reasonably certain that the option will be exercised.

Subsequent events - The Organization has evaluated subsequent events through October 22, 2024, which
is the date the financial statements were available to be issued.
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

(2) Investments

Investments consist of the following at December 31, 2023:

Mutual funds - equity $ 587,902
Mutual funds - fixed income 1,234,186
Common stock 70,121
Cash and cash equivalents 55,719
MRA Opportunities Fund | A 179,167
MRA Credit Strategies Fund 85,471
Ceres Farms, LLC 232,022

Total investments $ 2,444,588

Investment return consists of the following for the year ended December 31, 2023:

Dividend and interest income $ 258,352
Realized/unrealized investment gains 56,803
Investment fees (8,934)

Investment return $ 306,221

Investments are exposed to various risks such as interest rate, market and credit risks. Due to the level of
risk associated with certain investment securities, it is at least reasonably possible that changes in risk in
the near term could materially affect account balances and the amounts reported in the accompanying
financial statements.

(3) Fair value measurements

The following table summarizes the valuation of the Organization’s assets subject to measurement at fair
value by the FASB ASC 820 categories, other than investments measured at NAV as a practical expedient,
as of December 31, 2023:

Level 1 Level 2 Level 3 Total

Mutual funds - equity:
U.S. large cap $ 299,979 $ - $ - $ 299,979
U.S. small/mid cap 124,759 - - 124,759
International large cap 163,164 - - 163,164
Common stock 70,121 - - 70,121
Mutual fund - fixed income 1,234,186 - - 1,234,186
Total $ 1,892,209 $ - $ - $ 1,892,209
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Fair value measurements (continued)

In accordance with FASB ASC 820, the Organization is required to disclose the nature and risks of the
investments reported at NAV. The following table summarizes the nature and risk of investments reported
at NAV as a practical expedient as of December 31, 2023:

Unfunded
Fair Value Commitments Frequency Notice Period

MRA Opportunities Fund | A $ 179,167 $ - N/A 5 year lock up

MRA Credit Strategies Fund 85,471 - N/A N/A
Written notice

Ceres Farms, LLC 232,022 - Annually by September

30th each year

Total $ 496,660 $ -

MRA Opportunities Fund | A - The policy of this fund is to invest in interests in underlying funds that are
investing into private debt, providing an opportunity for higher yields with reasonable risk tradeoffs relative
to publicly traded fixed income. The general manager of the fund is not required to fund capital redemptions
from the fund. Capital will be distributed to the partners at amounts and times as the general partner may
determine in its sole discretion.

MRA Credit Strategies Fund - The policy of this fund is to invest in underlying partnerships that invest in a
variety of asset classes, including non-performing loans, collateralized loan obligations, private debt and
real estate loans. Partners do not have the right to request capital redemptions from the partnership. Capital
redemptions will be made at times and amounts as determined by the general partner in its sole discretion.

Ceres Farms, LLC - The policy of this fund is to generate an attractive total return through the acquisition
and management of farmland in the Midwestern United States. Ceres Partners, LLC serves as the fund’s
investment advisor and acts as the manager of the fund. Capital will be distributed to the partners at
amounts and times as the manager may determine in its sole discretion.

Contributions receivable

Contributions receivable consist of the following at December 31, 2023:

Contributions and grants $ 696,883
Bequest receivable 584,362
Special Olympics International 126,841

Total contributions receivable $ 1,408,086

As of December 31, 2023, the Organization has contributions receivable from one donor totaling
approximately 42% of the total contributions receivable in the accompanying statement of financial position.
The entire balance of the bequest receivable is due from a single estate.
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Property and equipment

Property and equipment consists of the following at December 31, 2023:

Cost and donated value:

Office furniture and equipment $ 1,366,014
Software and licenses 382,554
Vehicles 814,732
Total cost and donated value 2,563,300
Accumulated depreciation (1,901,611)
Property and equipment, net $ 661,689

Depreciation expense charged to operations was $175,347 for the year ended December 31, 2023.

Operating leases

The Organization has entered into non-cancelable operating lease agreements for office and storage space
and equipment expiring through 2026. The operating lease right-of-use assets and operating lease
liabilities, current and long-term are recorded as individual, separate items in the statement of financial
position as of December 31, 2023. The following summarizes the line items in the statement of activities
and change in net assets which include the components of lease expense and cash flow information related
to operating leases for the year ended December 31, 2023:

Operating lease expense $ 18,760

Operating cash flow from operating leases $ 19,194

The following summarizes the weighted average remaining lease term and discount rate as of December
31, 2023:

Weighted Average Remaining Lease Term - Operating Leases 1.72 years
Weighted Average Discount Rate - Operating Leases 1.73%

The maturities of lease liabilities as of December 31, 2023 are as follows:

Years Ending December 31,

2024 $ 19,558
2025 11,634
2026 1,350
Total lease payments 32,542
Less: interest (461)

Present value of lease liabilities $ 32,081

Rental expense on leases with terms exceeding one month for the year ended December 31, 2023 was
$166,764, which includes $139,260 of amortization expense related to the donated in-kind building from the
DOC in 2020. In the normal course of business, operating leases for office and storage space and
equipment are generally renewed or replaced by other leases.
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

Operating leases (continued)

As discussed in Note 1 to the financial statements, in July 2020, the Organization entered into a 20-year
lease agreement with the DOC. The rent was paid in full at the time that the Organization transferred the full
constructed facility to the DOC. The value of the transferred building is being amortized to rent expense on
a straight-line basis over the initial 20-year term of the lease.

Line of credit

In April 2020, the Organization entered into a revolving line of credit agreement with a bank. The line of
credit agreement is collateralized by substantially all of the Organization’s assets. The Organization could
make advances up to $500,000 until May 1, 2021. Upon maturity of the line of credit, the agreement was
renewed and amended to decrease the line of credit to $250,000 and extend the maturity date to May 1,
2023. Advances on the line of credit are subject to an interest rate of the Bank prime rate plus 1.00% (9.5%
at December 31, 2023). The line of credit was not used during the year ended December 31, 2023, nor was
it renewed upon maturity.

Chapter assessment

The Organization is allocated a portion of Special Olympics International’s expenses. The chapter
assessment included on the statement of activities and change in net assets represents the amount
allocated to the Organization.

Net assets with donor restrictions

Net assets with donor restrictions consisted of contributions received with donor-restricted purposes as of
December 31, 2023. Releases from restriction represent capital expenditures throughout 2023.

Net assets without donor restrictions

The Organization has a board-designated endowment account.

In September 2008, the State of Arizona enacted ARS810-11801 et seq Management of Charitable Funds
Act (“MCFA”). The Board of Directors of the Organization has interpreted MCFA as requiring the
preservation of the fair value of the original gift as of the gift date of the donor-restricted endowment funds
absent explicit donor stipulations to the contrary. As a result of this interpretation, the Organization classifies
as net assets restricted in perpetuity (a) the original value of gifts donated to the perpetual endowment, (b)
the original value of subsequent gifts to the perpetual endowment, and (c) accumulations to the perpetual
endowment made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the donor-restricted endowment fund that is not
classified as net assets restricted in perpetuity is classified as net assets subject to purpose or time
restrictions based upon the presence or absence of direction from the donor and are appropriated for
expenditure by the Organization in a manner consistent with the standard of prudence prescribed by MCFA.
The Organization has no donor-restricted endowment funds at December 31, 2023. The endowment assets
are included within investments on the statement of financial position.
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

(10) Net assets without donor restrictions (continued)

The changes in endowment net assets for the year ended December 31, 2023 were as follows:

Endowment net assets, beginning of year $ 2,170,615
Investment return:
Investment income, net 156,354
Net appreciation (realized and unrealized) 41,477
Endowment net assets, end of year $ 2,368,446

The investment objective of the endowment is, commensurate with a prudent level of risk, the preservation
and enhancement of the real purchasing power of the contributed principal of the endowment while
providing a predictable and satisfactory stream of income. In order of priority, the investment objective of
the endowment is: (1) the preservation of contributed principal; (2) the growth of such principal to more than
offset inflation and (3) the production of a satisfactory level of current income. The target return for the
endowment is 4-7%, net of fees, over a 10-year rolling period. Current potential spending is reserved to 5%
and is for non-recurring initiatives approved by the Board of Directors and the CEO that will further the
mission of Special Olympics or improve the Organization. During 2023, there were no withdrawals from the
endowment to support the operating cash flows of the Organization.

(11) 401(k) plan
The Organization has a 401(k) profit sharing plan covering eligible employees. The Organization matches
100% of employees’ contributions up to 6% of their total compensation. Contributions made by the
Organization were $98,331 for the year ended December 31, 2023.

(12) Concentrations of credit risk

Financial instruments that potentially subject the Organization to concentrations of credit risk consist of cash
deposits in banks, contributions revenue, and contributions and bequest receivable. The Organization does
not anticipate nonperformance by the parties associated with the contributions and bequest receivable
based on historical collections.

(13) Liquidity and availability of resources

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of the statement of financial position date are as follows:

Cash and cash equivalents $ 3,950,008

Contributions receivable 1,408,086

Investments 2,444,588
Total financial assets 7,802,682

Less:

Board designated investments (2,368,446)

Alternative investments with liquidity restrictions (264,638)

Financial assets available to meet cash needs for general expenditure within one year $ 5,169,598
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2023

(13) Liquidity and availability of resources (continued)

The Organization monitors its cash flows to ensure the fulfillment of all obligations, primarily related to state
competitions. The Organization’s policy is to maintain larger balances of cash on hand before the
competition season begins. As part of the Organization’s liquidity plan, excess cash is invested in
investments, primarily mutual funds, so as to have readily liquid investments available as needed. The
Board of Directors designated investments may be drawn upon, if necessary, to meet unexpected liquidity
needs or in the event of financial distress.
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SPECIAL OLYMPICS ARIZONA, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended December 31, 2023

Assistance Pass-through
Listing Grantor's Identifying Federal
Federal Grantor / Pass-Through Grantor /Program or Cluster Title Number Number Contract Number Expenditures
U.S. Department of the Treasury
Passed through the Arizona State Office of the Governor:
COVID-19 - Coronavirus State and Local Fiscal Recovery Funds 21.027 UNKNOWN 022622-01 $ 426,664
Passed through Maricopa County:
COVID-19 - Coronavirus State and Local Fiscal Recovery Funds 21.027 UNKNOWN C-73-22-060-X-00 71,194
Subtotal 21.027 497,858
Total U.S. Department of the Treasury 497,858
U.S. Department of Education
Passed through Special Olympics North America:
Special Education - Special Olympics Education Programs 84.380W UNKNOWN 23800 02; 22 800 02 470,113
Passed through the Arizona Department of Education:
COVID-19 - American Rescue Plan — Elementary and Secondary 84.425U UNKNOWN CTROS9765
School Emergency Relief (ARP ESSER) : 411,851
Total U.S. Department of Education 881,964
U.S. Department of Health and Human Services
Passed through Special Olympics North America:
Disabilities Prevention 2023-3596; 2022-2797;
93.184 UNKNOWN 2023-3439; 2023-3770 145,255
Passed through Arizona Family Health Partnership (AFFIRM):
Family Planning Services 93.217 UNKNOWN UNKNOWN 135,100
Passed through Maricopa County: 93.391 UNKNOWN C-86-23-054-X-00 30,050
Community Outreach and Engagement for Underserved Populations
Passed through Arizona Developmental Disabilities Planning Council:
Pandemic Preparedness Projects impacting Maricopa County's 93.391 UNKNOWN C.86-23-103-X-00
Disability Community : ODmasmUSTA 114,450
Total U.S. Department of Health and
424,855

Human Services
TOTAL EXPENDITURES OF FEDERAL AWARDS

See Independent Auditors’ Report
See Notes to the Schedule of Expenditures of Federal Awards
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SPECIAL OLYMPICS ARIZONA, INC.
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended December 31, 2023

Basis of presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Special Olympics Arizona, Inc. under programs of the federal government for the year ended December
31, 2023. The information in this schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (“Uniform Guidance”). Because the schedule presents only a selected
portion of the operations of Special Olympics Arizona, Inc., it is not intended to and does not present the
financial position, change in net assets or cash flows of Special Olympics Arizona, Inc. Special Olympics
Arizona, Inc. did not provide federal awards to sub-recipients during the year ended December 31, 2023.

Summary of significant accounting policies

Expenditures reported on the Schedule of Expenditures of Federal Awards are reported on the accrual
basis of accounting. Such expenditures are recognized following the cost principles contained in the
Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Special Olympics Arizona, Inc. has not elected to use the ten percent de minimus indirect
cost rate allowed under the Uniform Guidance.

Assistance listing numbers

The program titles and assistance listing numbers were obtained from the 2023 Assistance Listings.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
SPECIAL OLYMPICS ARIZONA, INC.

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
Special Olympics Arizona, Inc. (the “Organization”), which comprise the statement of financial
position as of December 31, 2023, and the related statement of activities and change in net assets,
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 October 22, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) as a basis for designing 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
Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Organization’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 and therefore, material weaknesses or significant deficiencies
may exist that were not identified. We identified a deficiency in internal control, described in the
accompanying schedule of findings and questioned costs as item 2023-001 that we consider to be a
material weakness.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’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 financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

Special Olympics Arizona, Inc.’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
Organization’s response to the finding identified in our audit and described in the accompanying
schedule of findings and questioned costs. The Organization’s response was not subjected to the
other auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on the response.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

CBIZ CPA<c P.C:

October 22, 2024

In certain jurisdictions, CBIZ CPAs P.C. operates under its previous name, Mayer Hoffman McCann P.C.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors of

SPECIAL OLYMPICS ARIZONA, INC.

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Special Olympics Arizona, Inc.’s (the “Organization”) compliance with the types
of compliance requirements identified as subject to audit in the OMB Compliance Supplement that
could have a direct and material effect on each of the Organization’s major federal programs for the
year ended December 31, 2023. The Organization’s major federal programs are identified in the
summary of auditors’ results section of the accompanying schedule of findings and questioned costs.

In our opinion, the Organization complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs
for the year ended December 31, 2023.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America (“GAAS”); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States of America
(Government Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (“Uniform Guidance”). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditors’ Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of the Organization and to meet our other ethical responsibilities,
in accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major federal program. Our audit does not provide a legal determination of the
Organization’s compliance with the compliance requirements referred to above.
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements
applicable to the Organization’s federal programs.

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Organization’s compliance based on our audit. 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, Government Auditing Standards, and the Uniform Guidance will always
detect a material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Noncompliance
with the compliance requirements referred to above is considered material if there is a substantial
likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about the Organization’s compliance with the
requirements of each major program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

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

¢ Identify and assess the risks of material noncompliance, 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 Organization’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

e Obtain an understanding of the Organization’s internal control over compliance relevant to
the audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Other Matters

The results of our auditing procedures disclosed an instance of noncompliance which is required to
be reported in accordance with the Uniform Guidance and which is described in the accompanying
schedule of findings and questioned costs as item 2023-004. Our opinion on each major federal
program is not modified with respect to this matter.

Government Auditing Standards requires the auditor to perform limited procedures on the
Organization’s response to the noncompliance finding identified in our compliance audit described in
the accompanying schedule of findings and questioned costs. The Organization’s response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.



Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as discussed below, we did identify certain
deficiencies in internal control over compliance that we consider to be material weaknesses.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance. We consider the deficiencies
in internal control over compliance described in the accompanying schedule of findings and
questioned costs as items 2023-002, 2023-003 and 20223-004 to be material weaknesses.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on the
Organization’s response to the internal control over compliance findings identified in our compliance
audit described in the accompanying schedule of findings and questioned costs. The Organization’s
response was not subjected to the other auditing procedures applied in the audit of compliance and,
accordingly, we express not opinion on the response.

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

CBIZ CPA¢ P.C:

October 22, 2024

In certain jurisdictions, CBIZ CPAs P.C. operates under its previous name, Mayer Hoffman McCann P.C.




SPECIAL OLYMPICS ARIZONA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2023

Section | - Summary of Auditors’ Results

Financial Statements

1. Type of report the auditor issued on whether
the financial statements audited were prepared
in accordance with GAAP: Unmodified

2. Internal control over financial reporting:
a. Material weakness(es) identified? Yes
b. Significant deficiency(ies) identified? None Reported

3. Noncompliance material to financial
statements noted? No

Federal Awards

1. Internal control over major programs:
a. Material weakness(es) identified? Yes
b. Significant deficiency(ies) identified? No

2. Type of auditors’ report issued on
compliance for major federal programs: Unmodified

3. Any audit findings disclosed that are
required to be reported in accordance
with 2 CFR 200.516(a)? Yes

4. ldentification of major federal programs:

Assistance Listing Numbers Name of Federal Program or Cluster
21.027 COVID-19 - Coronavirus State and
Local Fiscal Recovery Funds
84.425U COVID - 19 - American Rescue

Plan — Elementary and Secondary
School Emergency Relief (ARP

ESSER)
5. Dollar threshold used to distinguish
between Type A and Type B programs: $750,000
6. Auditee qualified as a low-risk auditee? No
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SPECIAL OLYMPICS ARIZONA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2023

Section Il — Financial Statement Findings
2023-001

Timeliness in Reporting and Adequacy of Staffing

Organizations receiving single audits are required to submit their financial and
federal award information to the Federal Audit Clearinghouse within 9 months after
their fiscal year end.

The financial statements and data collection form were not submitted to the
Clearinghouse until after September 30, 2024, at which time, the submission
became delinquent.

Significant delays in Special Olympics Arizona, Inc.’s close and financial reporting
process were caused by a lack of resources as a result of reduced staffing from
employee turnover within those overseeing the major programs tested.

Special Olympics Arizona, Inc. was not able to meet its financial reporting, audit
requirements, and deadlines. This also impacted decision-makers’ ability to rely on
financial information that is not provided in a timely manner. Additionally, the delay
in the federal award reporting resulted in the Special Olympics Arizona, Inc.’s delay
in issuing its single audit reporting package which was due on September 30, 2024
and could result in actions being taken by federal grantors on various federal
awards. This is deemed to be a material weakness in internal control over financial
reporting.

Repeat finding of 2022-001

We recommend that management implement standard operating procedures in
which information is recorded, shared, or otherwise disbursed among multiple
employees such that the departure of a key employee does not result in a loss of
information regarding judgments made in overseeing major programs.

Management of the Organization concurs with the finding. See Corrective Action
Plan.

Section Il - Federal Award Findings and Questioned Costs
2023-002

21.027

COVID-19 - Coronavirus State and Local Fiscal Recovery Funds
U.S. Department of the Treasury

Arizona State Office of the Governor; Maricopa County

Unknown
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SPECIAL OLYMPICS ARIZONA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2023

January 1, 2022 to December 31, 2024; January 28, 2022 to June 30, 2023

Allowable Activities and Costs

In accordance with 2 CFR § 200.430 — Compensation — the entity’s system of
internal controls should include a process to review after-the-fact interim charges
made to federal awards based upon budget or allocation estimates.

The entity’s system of internal controls did not include a process to review after-the-
fact interim payroll charges made to federal awards based upon budget or allocation
estimates.

n/a

In a population of 232 payroll costs charged to the program, we conducted a non-
statistical sample of 24 payroll costs charged to the program. In our sample of 24,
we noted that all selections were charged to the program based on budget
estimates. Payroll records and the nature of the Organization's programs evidenced
that allowable cost and activities occurred such that costs charged to the program
were supported. However, recordkeeping regarding the measurement of actual
effort compared to budgeted or allocated effort was inadequate. As such, this is
deemed to be a material weakness in internal control over compliance.

The system of internal controls was not properly designed to detect potential
adjustments needed to the amounts that were billed based upon budget or
allocation estimates.

Special Olympics Arizona, Inc. did not design processes and controls to perform
the after-the-fact review.

Repeat finding of 2022-02

The entity should design processes and controls to perform the after-the-fact review
or implement a process that will allow for billing of actual expenses rather than
budgeted expenses.

Management of the Organization concurs with the finding. See Corrective Action
Plan.

2023-003

84.425U

COVID-19 - American Rescue Plan — Elementary and Secondary School
Emergency Relief (ARP ESSER)
U.S. Department of Education

Arizona Department of Education

Unknown
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SPECIAL OLYMPICS ARIZONA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2023

April 19, 2022 to September 30, 2024

Allowable Activities and Costs

In accordance with 2 CFR § 200.430 — Compensation — the entity’s system of
internal controls should include a process to review after-the-fact interim charges
made to federal awards based upon budget or allocation estimates.

The entity’s system of internal controls did not include a process to review after-the-
fact interim payroll charges made to federal awards based upon budget or allocation
estimates.

n/a

In a population of 225 payroll costs charged to the program, we conducted a non-
statistical sample of 23 payroll costs charged to the program. In our sample of 23,
we noted that all selections were charged to the program based on estimated
allocations determined in advance based on job descriptions and duties. We noted
that actual time incurred was not used to charge expenditures to the program.
Payroll records and the nature of the Organization's programs evidenced that
allowable cost and activities occurred such that costs charged to the program were
supported. However, recordkeeping regarding the measurement of actual effort
compared to budgeted or allocated effort was inadequate. As such, this is deemed
to be a material weakness in internal control over compliance.

The system of internal controls was not properly designed to detect potential
adjustments needed to the amounts that were billed based upon budget or
allocation estimates.

Special Olympics Arizona, Inc. did not design processes and controls to perform
the after-the-fact review.

Repeat finding of 2022-03

The entity should design processes and controls to perform the after-the-fact review
or implement a process that will allow for billing of actual expenses rather than
budgeted expenses.

Management of the Organization concurs with the finding. See Corrective Action
Plan.

2023-004
21.027

COVID-19 - Coronavirus State and Local Fiscal Recovery Funds
U.S. Department of the Treasury

Arizona State Office of the Governor; Maricopa County
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SPECIAL OLYMPICS ARIZONA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2023

Unknown

January 1, 2022 to December 31, 2024; January 28, 2022 to June 30, 2023

Procurement, suspension and debarment

In accordance with 2 CFR 8§ 200.318 - General procurement standards - the entity
must use its own documented procurement procedures which reflect applicable.
State and local laws and regulations, provided that the procurements conform to
applicable Federal law and the standards identified in 2 CFR § 200.318.

The entity’s procurement policy and related procedures do not address the
provisions of 2 CFR § 200.318

n/a

In a population of over 250 procurements for program costs, we conducted a non-
statistical sample of 40 transactions. In our sample of 40 transactions, it was noted
that 39 procurements were below the micro-purchase threshold, and 1 procurement
was above the micro-purchase threshold but below the small purchase threshold.
We noted there was a procurement policy in place however, it was not written in
compliance with 2 CFR § 200.318. Additionally, there was a lack of documentation
retained by the organization to support procurement transactions. As such, this is
deemed to be a material weakness in internal control over compliance.

Undocumented procurement decisions could violate the requirements of 2 CFR §
200.318

Special Olympics Arizona, Inc. did have a written procurement policy however, it
did not conform to 2 CFR § 200.318. Additionally, Special Olympics Arizona, Inc.
did not implement controls to ensure adherence to policies that conform to 2 CFR §
200.318.

Repeat finding of 2022-04

The entity should prepare written procurement policies and implement controls to
ensure adherence to the policies that conform to 2 CFR § 200.318.

Management of the Organization concurs with the finding. See Corrective Action
Plan.
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Special Dlympics

Corrective Action Plan
2023-001
Timeliness in Reporting and Adequacy of Staffing

Organizations receiving single audits are required to submit their financial and
federal award information to the Federal Audit Clearinghouse within 270 days of
their fiscal year end.

The financial statements and data collection form were not submitted to the
Clearinghouse until after September 30, 2024, at which time, the submission
became delinquent.

Doug Taylor, CFO

(602) 230-1116
December 31, 2024

Special Olympics Arizona, Inc. will establish additional policies and procedures to
ensure that information will be disbursed and retained such that the departure of key
employees does not result in a loss of information over judgments made in
overseeing major programs.

2023-002
21.027

Coronavirus State and Local Fiscal Recovery Funds
U.S. Department of the Treasury

Arizona State Office of the Governor; Maricopa County

Unknown

January 1, 2022 to December 31, 2024; January 28, 2022 to June 30, 2023

In accordance with 2 CFR § 200.430 — Compensation — the entity’s system of
internal controls should include a process to review after-the-fact interim charges
made to federal awards based upon budget or allocation estimates.

The entity’s system of internal controls did not include a process to review after-the-
fact interim payroll charges made to federal awards based upon budget or allocation
estimates.

Doug Taylor, CFO

(602) 230-1116
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Special Dlympics

December 31, 2024

Special Olympics Arizona, Inc. revised its policies and procedures for the 4t
guarter of 2023 to require that actual time be recorded on timesheets for the actual
efforts spent on Federal awards. Management will utilize actual time and effort when
charging expenditures to Federal awards going forward.

2023-003
84.425U

American Rescue Plan — Elementary and Secondary School Emergency Relief
(ARP ESSER)

U.S. Department of Education

Arizona Department of Education

Unknown

April 19, 2022 to September 30, 2024

In accordance with 2 CFR § 200.430 — Compensation — the entity’s system of
internal controls should include a process to review after-the-fact interim charges
made to federal awards based upon budget or allocation estimates.

The entity’s system of internal controls did not include a process to review after-the-
fact interim payroll charges made to federal awards based upon budget or allocation
estimates.

Doug Taylor, CFO

(602) 230-1116

December 31, 2024

Special Olympics Arizona, Inc. revised its policies and procedures for the 4t
guarter of 2023 to require that actual time be recorded on timesheets for the actual

efforts spent on Federal awards. Management will utilize actual time and effort when
charging expenditures to Federal awards going forward.

2023-004
21.027

Coronavirus State and Local Fiscal Recovery Funds
U.S. Department of the Treasury

AT 9"%,
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Special Olympics | 4|(' 5"\

K7

Arizona State Office of the Governor; Maricopa County

Unknown

January 1, 2022 to December 31, 2024; January 28, 2022 to June 30, 2023

In accordance with 2 CFR § 200.318 - General procurement standards - the entity
must use its own documented procurement procedures which reflect applicable.
State and local laws and regulations, provided that the procurements conform to
applicable Federal law and the standards identified in 2 CFR § 200.318.

The entity’s procurement policy and related procedures do not address the
provisions of 2 CFR § 200.318

Doug Taylor, CFO

(602) 230-1116
Completed

Special Olympics Arizona, Inc. will revise its procurement policies and procedures
to ensure adherence to the procurement policies that conform to 2 CFR § 200.318.

Special Olympics Arizona | 2455 N Citrus Road, Bldg. 64 | Goodyear, Arizona 85395 | Tel 602.230.1200 | Fax 602.230.1110 | www.SpecialOlympicsArizona.org
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Special Dlympics

Summary Schedule of Prior Audit Findings

2022-001

Timeliness in Reporting and Adequacy of Staffing

Organizations receiving single audits are required to submit their financial and
federal award information to the Federal Audit Clearinghouse within 9 months after
their fiscal year end.

The financial statements and data collection form were not submitted to the
Clearinghouse until after September 30, 2023, at which time, the submission
became delinquent.

Significant delays in Special Olympics Arizona, Inc.’s close and financial reporting
process were caused by a lack of resources as a result of reduced staffing from
employee turnover within those overseeing the major programs tested.

Special Olympics Arizona, Inc. was not able to meet its financial reporting, audit
requirements, and deadlines. This also impacted decision-makers’ ability to rely on
financial information that is not provided in a timely manner. Additionally, the delay
in the federal award reporting resulted in the Special Olympics Arizona, Inc.’s delay
in issuing its single audit reporting package which was due on September 30, 2023
and could result in actions being taken by federal grantors on various federal
awards.

This is deemed to be a material weakness in internal control over financial reporting.
Corrective Action Not Taken. See 2023-001

2022-002

21.027

COVID-19 - Coronavirus State and Local Fiscal Recovery Funds
U.S. Department of the Treasury

Arizona State Office of the Governor; Maricopa County
Allowable Activities and Costs

In accordance with 2 CFR § 200.430 — Compensation — the entity’s system of
internal controls should include a process to review after-the-fact interim charges
made to federal awards based upon budget or allocation estimates.

The entity’s system of internal controls did not include a process to review after-the-
fact interim payroll charges made to federal awards based upon budget or allocation
estimates.

Corrective Action Not Taken. See 2023-002
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Special Dlympics

7

2022-003

84.425U

COVID-19 - American Rescue Plan — Elementary and Secondary School
Emergency Relief (ARP ESSER)
U.S. Department of Education

Arizona Department of Education
Allowable Activities and Costs

In accordance with 2 CFR § 200.430 — Compensation — the entity’s system of
internal controls should include a process to review after-the-fact interim charges
made to federal awards based upon budget or allocation estimates.

The entity’s system of internal controls did not include a process to review after-the-
fact interim payroll charges made to federal awards based upon budget or allocation
estimates.

Corrective Action Not Taken. See 2023-003

2022-004

21.027

Coronavirus State and Local Fiscal Recovery Funds
U.S. Department of the Treasury

Arizona State Office of the Governor; Maricopa County
Procurement, suspension and debarment

In accordance with 2 CFR 8§ 200.318 - General procurement standards - the entity
must use its own documented procurement procedures which reflect applicable.
State and local laws and regulations, provided that the procurements conform to
applicable Federal law and the standards identified in 2 CFR § 200.318.

The entity does not have a documented procurement policy and procedures that
adhere to the provisions of 2 CFR § 200.318

Corrective Action Not Taken. See 2023-004

Special Olympics Arizona | 2455 N Citrus Road, Bldg. 64 | Goodyear, Arizona 85395 | Tel 602.230.1200 | Fax 602.230.1110 | www.SpecialOlympicsArizona.org
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