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Independent Auditor’s Report  
 
 
 

Board of Directors 
Raising Special Kids, Inc. 
Phoenix, Arizona 
 
 
Opinion 

We have audited the financial statements of Raising Special Kids, Inc. (the Organization), which 
comprise the statements of financial position as of June 30, 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 Raising Special Kids, Inc. as of June 30, 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 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 (Government Auditing Standards).  
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 Raising 
Special Kids, 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.  

Emphasis of Matter 

As discussed in Note 10 to the financial statements, on July 1, 2022, the Organization adopted new 
accounting guidance for leases. Our opinion is not modified with respect to this matter. 

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 within one year after the date that these financial statements are available 
to be 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 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: 

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

 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.  

 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. 

 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.  

 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 audits were conducted for the purpose of forming an opinion on the financial statements as a 
whole.  The 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 auditing standards generally accepted in the United States of America.   

In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, 
in relation to the financial statements as a whole.
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 
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. 
 

 

Tempe, Arizona 
March 12, 2024 
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2023 2022
ASSETS

Current Assets
Cash and cash equivalents 1,470,148$          1,607,682$          
Contributions receivable 192,478               148,693               
Prepaid expenses and other current assets 61,480                 47,187                 

Total current assets 1,724,106            1,803,562            
ASSETS HELD BY OTHERS 401,158               378,448               
RIGHT-OF-USE ASSETS - OPERATING LEASES 120,760 -                           
PROPERTY AND EQUIPMENT, net -                           1,428                   

2,246,024$          2,183,438$          

LIABILITIES AND NET ASSETS
Current Liabilities

Accounts payable 21,161$               12,022$               
Accrued expenses 251                      5,454                   
Refundable advances 41,883                 172,302               
Current portion of operating lease liabilities 50,146 -                           

Total current liabilities 113,441               189,778               
OPERATING LEASE LIABILITIES, less current portion 70,614 -                           

Total liabilities 184,055               189,778               

Net Assets
Without donor restrictions

Undesignated 1,423,296            1,326,926            
Designated by the Board for operating reserve 500,000               500,000               
Designated by the Board for endowment 96,216                 96,216                 

Total net assets without donor restrictions 2,019,512            1,923,142            
With donor restrictions 42,457                 70,518                 

Total net assets 2,061,969            1,993,660            
2,246,024$          2,183,438$          
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Without Donor With Donor
Restrictions Restrictions Total

Support and Revenue
Contributions - State grants 819,391$         -$                     819,391$         
Contributions - Federal grants 987,561           -                       987,561           
Contributions - Donations 587,397           38,468             625,865           
Net investment return 34,249             -                       34,249             

Total support and revenue 2,428,598        38,468             2,467,066        

Net Assets Released from Restrictions 66,529             (66,529)            -                       

Total support and revenue
and net assets released
from restrictions 2,495,127        (28,061)            2,467,066        

Expenses
Program services 1,853,760        -                       1,853,760        
Fundraising and development 176,066           -                       176,066           
Management and general 368,931           -                       368,931           

Total expenses 2,398,757        -                       2,398,757        

Change in Net Assets 96,370             (28,061)            68,309             

Net Assets, Beginning of Year 1,923,142        70,518             1,993,660        

Net Assets, End of Year 2,019,512$      42,457$           2,061,969$      
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Without Donor With Donor
Restrictions Restrictions Total

Support and Revenue
Contributions - State grants 786,952$         -$                     786,952$         
Contributions - Federal grants 790,462           -                       790,462           
Contributions - Donations 701,136           70,519             771,655           
Net investment return (35,059)            -                       (35,059)            

Total support and revenue 2,243,491        70,519             2,314,010        

Net Assets Released from Restrictions 97,626             (97,626)            -                       

Total support and revenue
and net assets released
from restrictions 2,341,117        (27,107)            2,314,010        

Expenses
Program services 1,693,761        -                       1,693,761        
Fundraising and development 129,395           -                       129,395           
Management and general 237,413           -                       237,413           

Total expenses 2,060,569        -                       2,060,569        

Change in Net Assets 280,548           (27,107)            253,441           

Net Assets, Beginning of Year 1,642,594        97,625             1,740,219        

Net Assets, End of Year 1,923,142$      70,518$           1,993,660$      
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Program Services
Family Fundraising Management Total

Support and and Supporting
Services Development General Activities Total

Salaries and benefits 1,533,549$          83,953$         178,066$       262,019$       1,795,568$    
Resource materials 8,977                   66                  91                  157                9,134             
Membership dues and subscriptions -                           150                4,843             4,993             4,993             
Lease cost 53,104                 1,207             6,034             7,241             60,345           
Data/Website 24,819                 617                4,621             5,238             30,057           
Transportation 21,366                 198                7,123             7,321             28,687           
Professional fees 52,605                 53,696           129,229         182,925         235,530         
Supplies 21,561                 783                2,667             3,450             25,011           
Training and development 6,534                   149                1,738             1,887             8,421             
Depreciation 1,256                   172                -                     172                1,428             
Postage and shipping 15,000                 336                1,686             2,022             17,022           
Telephone 17,775                 402                2,009             2,411             20,186           
Bank charges 22                        853                4,534             5,387             5,409             
Insurance 10,863                 215                1,075             1,290             12,153           
Other 86,329                 33,269           25,215           58,484           144,813         

Total expenses 1,853,760$          176,066$       368,931$       544,997$       2,398,757$    

Supporting Activities
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Program Services
Family Fundraising Management Total

Support and and Supporting
Services Development General Activities Total

Salaries and benefits 1,402,314$        41,860$           113,972$         155,832$         1,558,146$      
Resource materials 4,712                 103                  381                  484                  5,196               
Membership dues and subscriptions 350                    -                       3,869               3,869               4,219               
Rent  54,959               1,168               4,667               5,835               60,794             
Data/Website 23,252               517                  5,667               6,184               29,436             
Transportation 4,592                 701                  80                    781                  5,373               
Professional fees 77,589               76,811             82,587             159,398           236,987           
Supplies 21,648               1,036               2,358               3,394               25,042             
Training and development 1,271                 22                    90                    112                  1,383               
Depreciation 1,957                 44                    173                  217                  2,174               
Postage and shipping 14,663               349                  1,303               1,652               16,315             
Telephone 19,107               413                  2,131               2,544               21,651             
Bank charges -                     1,119               4,332               5,451               5,451               
Insurance 10,216               177                  708                  885                  11,101             
Other 57,131               5,075               15,095             20,170             77,301             

Total expenses 1,693,761$        129,395$         237,413$         366,808$         2,060,569$      

Supporting Activities
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2023 2022
Cash Flows from Operating Activities

Change in net assets 68,309$         253,441$       
Adjustments to reconcile change in net assets to

net cash provided by (used in) operating activities
Non-cash operating lease expense 48,106           -                     
Depreciation 1,428             2,174             
Realized and unrealized (gains) losses

on assets held by other, net (20,133)          37,497           
Decrease (increase) in

Contributions receivable (43,785)          (49,058)          
Prepaid expenses and other current assets (14,293)          (10,228)          

Increase (decrease) in
Accounts payable 9,139             11,692           
Accrued expenses (5,203)            (19,265)          
Refundable Advances (130,419)        168,002         
Operating lease liabilities (48,106)          -                     

Net cash provided by (used in) operating activities (134,957)        394,255         

Cash Flows from Investing Activities
Purchases of assets held by others (2,577)            (101,784)        

Net Increase (Decrease) in Cash and Cash Equivalents (137,534)        292,471         

Cash and Cash Equivalents, Beginning of Year 1,607,682      1,315,211      

Cash and Cash Equivalents, End of Year 1,470,148$    1,607,682$    
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1. Description of Organization 
 
Raising Special Kids, Inc. (the “Organization”) began operations in Arizona in 1985 and provides support, 
information, and education to parents of children with disabilities through parent-to-parent training and 
linkages.  Throughout all areas, the Organization attempts to develop services for parents representing 
the variety of cultures and families in Arizona.  The Organization is funded primarily by government grants 
and contracted services. 
 
 
2. Summary of Significant Accounting Policies 
 
Basis of Presentation 
 
The Organization prepares its financial statements on the accrual basis of accounting.  As required by 
accounting principles generally accepted in the United States of America (“US GAAP”), the Organization 
reports net assets and revenues based upon the existence of or absence of donor-imposed restrictions.  
Accordingly, the net assets of the Organization and changes therein are classified and reported as 
follows: 
 

Net assets without donor restrictions – Net assets available for general use and not subject to donor 
restrictions. As reflected in the accompanying financial statements, the Organization’s Board of 
Directors has designated a portion of these net assets for purposes identified and approved by the 
Board of Directors. 
 
Net assets with donor restrictions – Net assets subject to donor-imposed restrictions.  Some donor-
imposed restrictions are temporary in nature and will be met either by the passage of time or the 
events specified by the donor.  Other donor-imposed restrictions are perpetual in nature because the 
donor has stipulated that resources be maintained in perpetuity.  
 

Cash and Cash Equivalents 
 
Cash and cash equivalents consist of demand deposits, savings and money market funds.  The 
Organization considers all highly liquid financial instruments purchased with original maturities of three 
months or less to be cash equivalents. The Organization believes it mitigates any risks by depositing cash 
and investing in cash equivalents with major financial institutions.  
 
Promises to Give 
 
Unconditional promises to give (contributions receivable) are recognized as revenue in the period the 
promise is received and as assets, decreases of liabilities or expenses depending on the form of the 
benefits received. Unconditional promises to give 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 
recorded at the present value of their estimated future cash flows. The discounts on those amounts are 
computed using risk-free interest rates, adjusted for market risk as determined by management, 
applicable to the years in which the promises are received. Amortization of the discounts is included in 
contributions and bequests. 

 
Assets Held by Others 
 
The Organization follows US GAAP for transactions in which a community fund accepts a contribution 
from a donor and agrees to transfer these assets, the return on investment of these assets, or both, to 
another entity that is specified by the donor.  US GAAP requires that if a not-for-profit organization 
establishes a fund at a community fund with its own funds and specifies itself as the beneficiary of that 
fund, it must record the fund as an asset and the community fund must account for the fund as a liability. 
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The Organization has such funds with Arizona Community Fund, Inc. (“ACF”). The Organization may 
draw on these funds subject to the terms of the agreement when the funds were transferred to ACF. 
 
The amounts held by ACF at June 30, 2023 and 2022 are recorded in the accompanying statement of 
financial position as assets held by others. The Organization reports its investments in ACF (various 
marketable securities) at fair value.     

 
These 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 risks in the near term would materially affect account balances and the amounts reported in 
the accompanying financial statements. 
 
Property and Equipment 
 
Property and equipment are recorded at cost when purchased. The Organization capitalizes assets with a 
basis of $3,000 or more and an estimated useful life of one or more years. Donations of property and 
equipment are recorded as contributions at their estimated fair value at the date of donation.  Such 
donations are reported as increases in net assets without restrictions unless the donor has restricted the 
donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use and 
contributions of cash that must be used to acquire property and equipment are reported as restricted 
contributions absent donor stipulations regarding how long those donated assets must be maintained. 
The Organization reports expirations of donor restrictions when the donated or acquired assets are 
placed in service as instructed by the donor. The Organization reclassifies net assets with donor 
restrictions to net assets without donor restrictions at that time. Depreciation of property and equipment is 
computed on a straight-line basis over the estimated useful lives, which range from 3 to 7 years. 

 
Refundable Advances  
 
Refundable advances consist of funds received in a conditional contribution and are not recognized as 
revenue until the conditions have been substantially met or explicitly waived by the donor. 
 
Contributions and Grants 
 
Contributions and grants, including unconditional promises to give, are recognized as revenue in the 
period received.  A contribution is conditional if an agreement includes a barrier that must be overcome 
and either a right of return of assets transferred or a right of release of a promisor’s obligation to transfer 
assets exists. The presence of both a barrier and a right of return or right of release indicates that a 
recipient is not entitled to the contribution until it has overcome the barrier(s) in the agreement.  
Conditional promises to give are not recognized until they become unconditional, that is, when the 
barrier(s) in the agreement are overcome.  
 
Unconditional contributions with no purpose or time restrictions are reported as revenues without donor 
restrictions. Unconditional contributions, bequests, strategic partnerships, and grants with donor-imposed 
restrictions that limit the use of the asset are reported as revenue with donor restrictions and are 
reclassified to net assets without donor restrictions when an expense is incurred that satisfies the donor-
imposed restriction. However, for unconditional donor-restricted contributions there were initially 
conditional, if donor-imposed restrictions are met in the same year that they become unconditional, the 
revenues are reported as revenues without donor restrictions on the statements of activities.  
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Revenue Recognition 
 
Revenue consists of amounts earned from federal, state, and local sources through contributions, 
bequests, and grants. A majority of funds are generally received on a reimbursement basis and, 
accordingly, revenues are recognized when qualifying expenses have been incurred and when all other 
requirements have been met. 
 
Donated Materials and Services 
 
The Organization recognizes donations of materials and services received at their estimated fair value if 
such services create or enhance nonfinancial assets or require specialized skills which are provided by 
individuals possessing those skills and would otherwise need to be purchased if not donated. No amounts 
have been reflected in the financial statements for certain donated volunteer services because they did 
not qualify for recording under U.S. GAAP; however, a substantial number of volunteers have donated 
significant amounts of their time to the Organization’s program services. Volunteer hours not recognized 
in the financial statements were received for the following programs: 
 

2023 2022

Parent to Parent peer support 1,312             1,548             
Training/other professional services 382                399                
Board of Directors 329                309                

Total volunteer hours 2,023             2,256             

Net Investment return  
 
Net investment return consisted of the following for the years ended June 30: 
 

2023 2022

Interest income 17,664$         5,449$           
Net realized and unrealized gains (losses) 20,133           (37,498)          
Direct external investment expense (3,548)            (3,010)            

Net investment return 34,249$         (35,059)$        

Functional Expense Allocation 
 
The costs of providing the various programs and supporting activities have been summarized on a 
functional basis in the accompanying statement of functional expenses. The financial statements report 
certain categories of expenses that are attributable to more than one program or supporting function.  
Certain categories of expenses are attributable to more than one program or supporting function and are 
allocated on a reasonable basis that is consistently applied.   
 
Allocated expenses primarily consist of the following:  
 

 Depreciation and rent: Allocated on the basis of estimated square footage utilized 

 Salaries and benefits: Allocated on the basis of estimates of time and effort 
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Income Tax Status 
 
The Organization is exempt from federal and state income taxes under Section 501(c)(3) of the Internal 
Revenue Code (the “IRC”) and similar state provisions.  However, income from certain activities not 
directly related to the Organization’s tax-exempt purpose may be subject to taxation as unrelated 
business income.  In addition, the Organization qualifies for the charitable contribution deduction under 
Section 170(b)(1)(A) of the IRC and has been classified as an organization other than a private 
foundation under Section 509(a)(1) of the IRC.  
 
The Organization follows US GAAP related to accounting for income tax uncertainties.  Under this 
guidance, the Organization accounts for the effect of any uncertain tax positions based on whether it is 
“more-likely-than-not” that the position will be sustained by the taxing authority upon examination.  The 
Organization routinely evaluates potential uncertain tax positions.  The Organization has identified its 
status as an exempt organization as a tax position; however, the Organization has determined that such 
tax position does not result in an uncertainty that requires recognition. 

 
The Organization files informational income tax returns in the U.S. federal jurisdiction and in certain state 
and local jurisdictions.  As of June 30, 2023, U.S. federal informational and income tax returns for the 
three most recent years are open to assessment.  Interest and penalties, if any, are accrued as a 
component of management and general expenses when assessed. 
 
Newly Adopted Accounting Pronouncement 
 
On July 1, 2022 , the Organization adopted the requirements of ASU 2016-02, Leases (Topic 842). The 
objective of this ASU, along with several related ASUs issued subsequently, is to increase transparency 
and comparability between organizations that enter into lease agreements. For lessees, the key 
difference of the new standard from the previous guidance (Topic 840) is the recognition of a right-of-use 
(“ROU”) asset and lease liability in the balance sheet. The most significant change is the requirement to 
recognize ROU assets and lease liabilities for leases classified as operating leases. The standard 
requires disclosures to meet the objective of enabling users of financial statements to assess the amount, 
timing, and uncertainty of cash flows arising from leases.  
 
The provisions of Topic 842 can be applied using either a modified retrospective approach at the 
beginning of the earliest period presented or, as permitted under ASU 2018-11, Leases (Topic 842): 
Targeted Improvements, at the beginning of the period in which it is adopted (i.e., the “comparatives 
under ASC 840 option”). The Organization utilized the comparatives under ASC 840 option transition 
method. Accordingly, prior period amounts have not been adjusted in connection with the adoption of this 
standard. The Organization elected the package of practical expedients under the new standard and 
therefore did not reassess whether an arrangement is or contains a lease, did not reassess lease 
classification, and did not reassess what qualifies as an initial direct cost for leases existing at the date of 
adoption. Additionally, the Organization did not elect the practical expedient to use hindsight for purposes 
of determining lease term. The Organization has lease agreements with nonlease components that relate 
to the lease components. The Organization elected the practical expedient to account for nonlease 
components and the lease components to which they relate as a single lease component for real estate 
leases. The Organization also elected not to recognize ROU assets and lease obligations for leases with 
an initial term of 12 months or less. 
 
The most significant impact of adoption of Topic 842 was the recognition of equivalent operating lease 
ROU assets and operating lease liabilities totaling approximately $157,000 as of July 1, 2022. 
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Recent Accounting Pronouncements  
 
In June 2016, FASB issued ASU 2016-13, Financial Instruments – Credit Losses (Topic 326), as modified 
by subsequently issued ASU 2018-19, ASU 2019-04, and ASU 2019-05, which introduces a new 
accounting model, Current Expected Credit Losses (“CECL”). CECL requires earlier recognition of credit 
losses, while also providing additional transparency about credit risk. CECL utilizes a lifetime expected 
credit loss measurement objective for the recognition of credit losses at the time the financial asset is 
originated or acquired. The expected credit losses are adjusted each period for changes in expected 
lifetime credit losses. The ASUs are effective for nonpublic entities for fiscal years beginning after 
December 15, 2022. The Organization is currently evaluating the magnitude and other potential impacts 
on its financial statements. 

Subsequent Events 
 
Management evaluated subsequent events through March 12, 2024, the date the financial statements 
were available to be issued. 
 
 
3. Estimates 
 
The preparation of the financial statements in conformity with US GAAP 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 period. Actual results may differ from those estimates. 
 
 
4. Financial Assets Available for General Use 
 
The following reflects the Organization’s financial assets as of June 30, 2023, reduced by amounts not 
available for general use because of donor-imposed restrictions. Amounts not available include net 
assets with donor-imposed restrictions, time and purpose restrictions, and amounts set aside as a quasi-
endowment fund that could be drawn upon if the governing board approves that action.  
 

2023 2022
Financial assets

Cash and cash equivalents 1,470,148$    1,607,682$    
Contributions receivable 192,478         148,693         
Assets held by others 401,158         378,448         

Total financial assets 2,063,784      2,134,823      

Less those unavailable for general expenditures
within one year due to

Contractual or donor-imposed restrictions
Amounts subject to donor purpose

or time restrictions (42,457)          (70,518)          
Board designations (596,216)        (596,216)        

Financial assets available to meet cash needs
for general expenditures within one year 1,425,111$    1,468,089$    
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The Organization is supported by contributions. Because a donor’s restriction requires resources to be 
used in a particular manner or in a future period, the Organization must maintain sufficient resources to 
meet those responsibilities to its donors. Thus, financial assets may not be available for general 
expenditure within one year. As part of the Organization’s liquidity, management follows a policy to 
maintain and utilize the Organization’s financial assets in such a way that the financial assets are 
available as the Organization’s general expenditures, liabilities, and other obligations come due. 
Additionally, there is a quasi-endowment established by the board of directors that may be drawn upon in 
the event of financial distress or an immediate liquidity need resulting from events outside the typical life 
cycle of converting financial assets to cash or settling financial liabilities.  
 
 
5. Fair Value Measurements 
 
The Organization follows US GAAP for accounting for certain assets and liabilities that are required to be 
measured at fair value.  This guidance defines fair value as the price that would be received to sell an 
asset or paid to transfer a liability (an “exit price”) on the measurement date in the principal or most 
advantageous market for the asset or liability in an orderly transaction between market participants (with 
no compulsion to buy or sell). This guidance also establishes a valuation framework and creates a fair 
value hierarchy in order to increase the consistency and comparability of fair value measurements and 
the related disclosures.  
 
The hierarchy below lists the three levels of fair value based on the extent to which inputs used in 
measuring fair value are observable in the market: 

 
Level 1 Inputs to the valuation methodology are unadjusted quoted prices in active markets for 

identical assets or liabilities.  
 
Level 2 Inputs to the valuation methodology include: 
 

 Quoted prices for similar assets and liabilities in active markets; 
 Quoted prices for identical or similar assets or liabilities in inactive markets; 
 Inputs other than quoted prices that are observable for the asset or liability (i.e., 

interest rates, yield curves, etc.); 
 Inputs that are deprived principally from or corroborated by observable market data 

by correlation or other means. 
 
If the asset or liability has a specified (contractual) term, the Level 2 must be observable 
for substantially the full term of the asset or liability. 
 

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 

 
For assets and liabilities measured at fair value on a recurring basis, the fair value hierarchy requires the 
use of observable market data when available. In instances where inputs used to measure fair value fall 
into different levels of the fair value hierarchy, the fair value measurement has been determined based on 
the lowest level input that is significant to the fair value measurement in its entirety. 
 
Assets held by others are made up of various marketable securities based on quoted market prices. 
Investment income is recorded on an accrual basis, and purchases and sales of marketable securities are 
reflected on a trade-date basis. Realized gains and losses are calculated using the average cost for 
marketable securities sold. 
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The preceding method described may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values.  Furthermore, although the Organization believes that its 
valuation methods are appropriate and consistent with other market participants, the use of different 
methodologies or assumptions to determine fair value could result in a different fair value measurement at 
the reporting date. 
 
The following tables set forth, by level within the fair value hierarchy, the Organization’s assets that are 
measured at fair value on a recurring basis as of June 30: 
 

Level 1 Level 2 Level 3 Total

Assets held by others 401,158$       -$               -$               401,158$       

2023

 

Level 1 Level 2 Level 3 Total

Assets held by others 378,448$       -$                   -$                   378,448$       

2022

 
 
 
6. Property and Equipment 
 
Property and equipment consisted of the following at June 30: 
 

2023 2022

Furniture and equipment 59,955$         59,955$         
Less - Accumulated depreciation (59,955)          (58,527)          

Property and equipment, net -$                   1,428$           

 
Depreciation expense totaled approximately $1,400 and $2,000 for the years ended June 30, 2023 and 
2022, respectively. 
 
 
7. Board Designated Endowment 
 
In May 2022, the Organization’s Board of Directors designated $100,000 to function as an endowment.  
The Organization has adopted investment and spending policies for endowment assets that attempt to 
provide a predictable stream of funding to programs supported by its endowment while seeking to 
maintain the purchasing power  of  the  endowment  assets. To  satisfy  its  long-term  rate  of  return  
objectives,  the  Organization  relies  on  a  total  return  strategy  in  which  investment  returns  are  
achieved  through  both  capital  appreciation  (realized  and  unrealized)  and  current  yield (interest and 
dividends).  The endowment funds are held by ACF. Net investment return related to the endowment was 
approximately $5,700 for the year ended June 30, 2023, and no amounts were appropriated for 
expenditure.  
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8. Net Assets with Donor Restrictions 
 

Net assets with donor restrictions are restricted for the following purposes or periods at June 30: 
 

2023 2022
Subject to expenditure for specified purposes

Family support staff/licensed social worker 42,457$         70,518$         
 

 
Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes or 
by the occurrence of the passage of time or other events specified by donors, as follows during the year 
ended June 30:  
  

2023 2022
Expended for specific purposes

Family support staff/licensed social worker (66,529)$        (97,626)$        
 

 
 
9. Employee Benefit Plans 
 
The Organization maintains a defined contribution 403(b) Salary Reduction Plan which is available to all 
employees.  Under the plan, employees can elect to have their salary reduced on a pre-tax basis, based 
on a percentage of compensation.  The Organization has the option of matching employee contributions 
and the employee may contribute up to 15% of his or her salary.  The Organization contributed 1% of 
each eligible employee’s salary totaling approximately $6,000 and $5,000 to the plan during the years 
ended June 30, 2023 and 2022, respectively.  
 
 
10. Leases 
 
Accounting Policies 
 
The Organization determines at lease inception whether an arrangement is or contains a lease. Operating 
leases are included in operating lease ROU assets, current operating lease liabilities, and noncurrent 
operating lease liabilities in the consolidated balance sheet. ROU assets represent the Organization’s 
right to use leased assets over the term of the lease.  
Lease liabilities represent the Organization’s contractual obligation to make lease payments over the 
lease term, measured on a discounted basis. The Organization determines lease classification as 
operating or finance at the lease commencement date. 
 
For operating leases, ROU assets and lease liabilities are recognized at the commencement date. The 
operating lease liability is measured at inception at the present value of the lease payments over the 
lease term. Operating ROU assets equal the operating lease liability adjusted for any initial direct costs, 
prepaid or deferred rent, and lease incentives. The Organization uses the rate implicit in the lease if it is 
readily determinable. When the rate implicit in the lease is not determinable, the Organization uses its 
incremental borrowing rate at the commencement date of the lease to determine the present value of the 
lease payments. The Organization has made a policy election to use a risk-free rate (the rate of a 
zero-coupon U.S. Treasury instrument) for the initial and subsequent measurement of lease liabilities for 
its real estate leases. The risk-free rate is determined using a period comparable with the lease term. 
 
Lease terms may include renewal or extension options to the extent they are reasonably certain to be 
exercised. The assessment of whether renewal or extension options are reasonably certain to be 
exercised is made at lease commencement. Factors considered in determining whether an option is 
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reasonably certain of exercise include, but are not limited to, the value of any leasehold improvements, 
the value of renewal rates compared to market rates, and the presence of factors that would cause a 
significant economic penalty to the Organization if the option were not exercised. Lease expense is 
recognized on a straight-line basis over the lease term. 
 
The Organization has elected not to recognize an ROU asset and obligation for leases with an initial term 
of 12 months or less in the consolidated balance sheet. The expense associated with short term leases is 
expense in the consolidated statement of operations on a straight-line basis over the lease term. 
 
Nature of Leases 
 
The Organization has entered into the following lease arrangements: 
 
Operating Leases 
 
The Organization leases its offices in Phoenix, Arizona under a non-cancelable lease that was scheduled 
to expire in September 2025. The lease required fixed monthly of approximately $4,000. Termination of 
the leases is generally prohibited unless there is a violation under the lease agreement.  The 
Organization signed an amendment in October 2023 reducing space leased and the monthly payment to 
approximately $1,800.  
 
The Organization also leases office equipment that expires through November 2027. Total monthly lease 
payments are approximately $400. Termination of the leases is generally prohibited unless there is a 
violation under the lease agreement. 
 
Short-Term Lease 
 
The Organization leases office space on a month-to-month basis and total lease expense for this 
arrangement was insignificant for the year ended June 30, 2023. 
 
All Leases 
 
The Organization’s lease agreements do not contain any material residual value guarantees or material 
restrictive covenants. 
 
Quantitative Disclosures 
 
Lease cost for the year ended June 30, 2023 is as follows: 
 

Lease cost
Operating lease cost 51,662$         
Short-term lease cost 8,683             

Total lease cost 60,345$         

Rent expense for the year ended June 30, 2022, as determined under the previous guidance in ASC 840, 
totaled approximately $61,000. 
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Other required information for leases for the year ended June 30, 2023 is as follows: 
 

Cash paid for amounts included in the measurement
of lease liabilities

Operating cashflows from operating leases 48,106$           
Right-of-use assets obtained in exchange for new

operating lease liabilities 11,671$           
Weighted-average remaining lease term

Operating leases 2.45 years
Weighted-average discount rate

Operating leases 2.92%
 

Future minimum lease payments and reconciliation to the statement of financial position at June 30, 
2023, are as follows: 
 

52,919$         
52,919           
15,770           

2,551             
1,262             

Total future undiscounted lease payments 125,421         
Less interest (4,661)            

Total lease liabilities 120,760$       

2026

2028
2027

Year ending

2025

 June 30
2024

 
 
 
11. Concentrations  
 
Credit Risk 
 
The Organization maintains its cash in bank deposit accounts and money market accounts, which at 
times, may exceed federally insured limits. The Organization has not experienced any losses in such 
accounts. The Organization believes it is not exposed to any significant credit risk on cash balances. At 
June 30, 2023, the Organization had uninsured cash balances of approximately $873,000. 
 
Significant Donors 
 
The Organization received significant contributions from various donors. Contributions from Donor A were 
approximately 26% and 25% of total support for the years ended June 30, 2023 and 2022, respectively. 
Contributions from donor B were approximately 18% and 16% of total support and revenue for the years 
ended June 30, 2023 and 2022, respectively. 
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Federal Pass-through
Assistance Entity Passed 

Federal Grantor / Pass-Through Grantor/ Listing Identifying Through to Federal
Program or Cluster Title Number Number Subrecipients Expenditures

U.S. Department of the Treasury

Maricopa County Human Services Department
COVID-19 Coronavirus State and Local Fiscal

Recovery Funds 21.027 220148-RFP -$                   170,502$       

U.S. Department of Education

Special education-training and information
for parents of children with disabilities 84.328M -                     436,483         

PEAK Parent Center 
Rehabilitation Services Demonstration and
Training Programs 84.235F 06/12/2020 -                     34,838           

Total U.S. Department of Education -                     471,321         

U.S. Department of Health and Human Services
Family-to-Family Health

Information Centers 93.504 -                     93,125           
Arizona Department of Health Services

Diverse Ability Incorporated
Maternal and Child Health 

Services Block Grant to the States 93.994 2021-2026 -                     70,424           
Total U.S. Department of Health and Human Services -                     163,549         

Total federal awards expended -$                   805,372$       
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1. Basis of Presentation 
 
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant 
activity of Raising Special Kids, Inc. (the Organization) under programs of the federal government for the year 
ended June 30, 2023. The information in the Schedule is presented in accordance with the requirements of 
Title 2 U.S. Code of Federal Regulations (“CFR”) 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 the Organization, it is not intended to and does not 
present the financial position, changes in net assets, or cash flows of the Organization. 
 
 
2. Summary of Significant Accounting Policies 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures 
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. Pass-through entity identifying numbers 
are presented where available. Of the federal expenditures presented in the Schedule, none were provided to 
subrecipients.  
 
 
3. Indirect Cost Rate 
 
The Organization did not elect to use the 10% de minimis indirect cost rate allowed under the Uniform 
Guidance.   
 
 
4. Federal Loan Programs 
 
The Organization did not have any federal loan programs during the year ended June 30, 2023. 



 

 

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 

Independent Auditor’s Report 

Board of Directors 
Raising Special Kids, Inc. 
Phoenix, Arizona 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of Raising Special Kids, 
Inc. (the Organization), which comprise the Organization’s statement of financial position as of June 30, 
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 March 
12, 2024, which contained an Emphasis of Matter regarding a change in accounting principle. 

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.  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 or significant deficiencies may exist that were not identified. 
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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. 

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. 

 

Tempe, Arizona 
March 12, 2024 
 
 



 

 

Report on Compliance for the Major Federal Program and Report on Internal 
Control over Compliance 

Independent Auditor’s Report 

Board of Directors 
Raising Special Kids, Inc. 
Phoenix, Arizona 

Report on Compliance for the Major Federal Program 

Opinion on the Major Federal Program 

We have audited Raising Special Kid’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 the Organization’s major federal program for the year ended June 30, 2023. The 
Organization’s major federal program is identified in the summary of auditor’s 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 the major federal program for the year 
ended June 30, 2023. 

Basis for Opinion on the 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 (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 “Auditor’s 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 the 
major federal program. Our audit does not provide a legal determination of the Organization’s compliance 
with the compliance requirements referred to above. 

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 program 
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Auditor’s 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 
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 the major federal program as a 
whole. 

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

 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. 

 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. 

Report on Internal Control Over Compliance 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis.  A material weakness in internal control over compliance is a 
deficiency, or a 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. 
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Our consideration of internal control over compliance was for the limited purpose described in the 
“Auditor’s 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. Given these limitations, during our audit we did not 
identify any deficiencies in internal control over compliance that we consider to be material weaknesses, 
as defined above. However, material weaknesses or significant deficiencies in internal control over 
compliance may exist that were not identified. 

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. 

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. 

 

Tempe, Arizona 
March 12, 2024 
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Section I – Summary of Auditor’s Results 

Financial Statements 

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

 Unmodified    Qualified    Adverse   Disclaimer 
 

2. Internal control over financial reporting: 

Significant deficiency(ies) identified?  Yes  None reported  

Material weakness(es) identified?  Yes   No  
 

3. Noncompliance material to the financial statements noted?  Yes  No 

 
Federal Awards 

4. Internal control over the major federal awards program: 

Significant deficiency(ies) identified?  Yes  None reported  

Material weakness(es) identified?  Yes    No  
 

5. Type of auditor’s report issued on compliance for the major federal awards program:  

 Unmodified    Qualified    Adverse   Disclaimer 

 
6.    Any audit findings disclosed that are required to be reported by 2 CFR 200.516(a)? 

  Yes  No 
 

7. Identification of major federal program: 

Name of Federal Program or Cluster/Program 
Assistance Listing 

Number 
Special Education Parent Information Center 
  

84.328M 
 

8. Dollar threshold used to distinguish between Type A and Type B programs: $750,000. 

9. Auditee qualified as a low-risk auditee?  Yes  No 
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Section II – Financial Statement Findings  
 

Reference 
Number Finding 

 
 No matters are reportable. 

  
 

Section III – Federal Award Findings and Questioned Costs 

Reference 
Number Finding 

  
 No matters are reportable. 
 
 
 
 
 


