
 

 

 
 

RAISING SPECIAL KIDS, INC. 
 

Financial Statements and Independent Auditor’s Report 
 

For the Years Ended June 30, 2018 and 2017 
 



 

 

RAISING SPECIAL KIDS, INC. 
 
 
 

 CONTENTS 
 
 

 
Pages 

 
INDEPENDENT AUDITOR’S REPORT ................................................................................... 1-2 
 
FINANCIAL STATEMENTS: 

 
Statements of Financial Position ................................................................................................3 

 
Statements of Activities .............................................................................................................4 
   
Statements of Functional Expenses ....................................................................................... 5-6 
 
Statements of Cash Flows ..........................................................................................................7 
 

NOTES TO FINANCIAL STATEMENTS ............................................................................... 8-14 
 
 
 
 



 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
 
To the Board of Directors of  
Raising Special Kids, Inc. 
 
We have audited the accompanying financial statements of Raising Special Kids, Inc. (a nonprofit 
organization), which comprise the statements of financial position as of June 30, 2018 and 2017, and 
the related statements of activities, functional expenses, and cash flows for the years then ended, and 
the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United States 
of America.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control.  Accordingly, we express no such opinion.  An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
 



Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Raising Special Kids, Inc. as of June 30, 2018 and 2017, 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. 

 
 
 

Phoenix, Arizona 
February 12, 2019 



RAISING SPECIAL KIDS, INC. 
Statements of Financial Position 

June 30, 2018 and 2017 

The accompanying notes are an integral part of these financial statements.  
Page 3 

2018 2017

Assets:

Current assets:
Cash and cash equivalents - operating 1,086,085$      879,526$         
Grants receivable 231,734           243,724           
Prepaid expenses 30,425             21,872             
Other 539                  839                  

Total current assets 1,348,783        1,145,961        

Deposits 2,800               2,800               
Property and equipment - net 25,085             41,953             

Total assets 1,376,668$      1,190,714$      

Liabilities and net assets:

Current liabilities:
Accounts payable 8,498$             2,142$             
Refundable advances 1,800               2,225               

Total current liabilities 10,298             4,367               

Net assets:
Unrestricted - undesignated 1,061,820        836,347           
Unrestricted - designated 300,000           300,000           
Temporarily restricted 4,550               50,000             

Total net assets 1,366,370        1,186,347        

Total liabilities and net assets 1,376,668$      1,190,714$      
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2018 2017

Changes in unrestricted net assets:

Revenues and other increases:
Contracted services 425,450$         293,451$         
Government grants 1,388,325        1,404,399        
Investment revenue 881                  658                  
Contributions and donations 252,743           189,233           

Total revenues and other increases 2,067,399        1,887,741        

Net assets released from restrictions:
Restrictions satisfied by payment 45,450             -                       

Total unrestricted revenues 2,112,849        1,887,741        

Expenses and other decreases:
Program services:

Parent support services 702,225           742,500           
Training support services 778,164           794,595           

Support services:
General and administrative 302,116           206,778           
Fundraising 104,871           26,145             

Total expenses and other decreases 1,887,376        1,770,018        

Increase in unrestricted net assets 225,473           117,723           

Changes in temporarily restricted net assets:

Contributions and donations - temporarily restricted -                       50,000             
Net assets released from restrictions:

Restrictions satisfied by payment (45,450)            -                       

(Decrease) increase in temporarily restricted net assets (45,450)            50,000             

Increase in net assets 180,023           167,723           

Net assets at beginning of year 1,186,347        1,018,624        

Net assets at end of year 1,366,370$      1,186,347$      
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June 30, 2018

Programs

Parent Support Training Support Total General and
Services Services Programs Fundraising Administrative Totals

Salaries/payroll 620,484$         531,060$        1,151,544$     -$                 184,431$       1,335,975$        

Travel 4,786            11,920        16,706        -                   150            16,856              

Office supplies 3,137            14,665        17,802        -                   3,079         20,881              

Printing 290              384            674            -                   101            775                  

Resource materials (58)               2,671          2,613          -                   300            2,913                

Contract labor 610              101,824      102,434      -                   36,788        139,222            

Occupancy 18,603          22,535        41,138        -                   6,049         47,187              

Telephone 7,150            15,009        22,159        -                   2,565         24,724              

Equipment rental 4,738            6,959          11,697        -                   1,748         13,445              

Insurance 1,086            4,676          5,762          -                   861            6,623                

Bank service charges -                  3,139          3,139          -                   180            3,319                

Postage 2,986            3,197          6,183          -                   1,050         7,233                

Professional fees 14,268          16,530        30,798        -                   12,042        42,840              

Information systems 8,947            12,340        21,287        -                   6,736         28,023              

Conferences and training 1,744            9,375          11,119        -                   861            11,980              

Newsletter 6,859            14,033        20,892        -                   3,122         24,014              

Other expenses 6,595               7,847             14,442        104,871         22,612           141,925            

Subtotal 702,225        778,164      1,480,389    104,871      282,675      1,867,935    

Depreciation -                     -                   -                -                   19,441           19,441              

Total expenses 702,225$         778,164$        1,480,389$     104,871$       302,116$       1,887,376$     
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June 30, 2017

Programs

Parent Support Training Support Total General and
Services Services Programs Fundraising Administrative Totals

Salaries/payroll 593,748$         558,084$        1,151,832$     9,522$           129,039$       1,290,393$        

Travel 3,242               13,070           16,312        116               131            16,559              

Office supplies 5,694               17,048           22,742        -                   5,962         28,704              

Printing 1,593               551               2,144          -                   172            2,316                

Resource materials 30                   2,478             2,508          -                   383            2,891                

Contract labor 34,110             87,264           121,374      -                   -                121,374            

Occupancy 16,830             24,442           41,272        -                   7,707         48,979              

Telephone 2,336               8,773             11,109        -                   1,961         13,070              

Equipment rental 3,395               9,060             12,455        -                   2,197         14,652              

Insurance 1,815               5,716             7,531          -                   1,303         8,834                

Bank service charges -                     2,912             2,912          -                   431            3,343                

Postage 5,809               7,613             13,422        -                   2,478         15,900              

Professional fees 12,580             16,320           28,900        -                   11,325        40,225              

Information systems 6,765               15,461           22,226        -                   7,322         29,548              

Conferences and training 47,046             6,712             53,758        -                   1,385         55,143              

Newsletter 2,166               11,026           13,192        -                   2,328         15,520              

Other expenses 5,341               8,065             13,406        16,507           10,590        40,503              

Subtotal 742,500        794,595      1,537,095    26,145        184,714      1,747,954    

Depreciation -                     -                   -                -                   22,064           22,064              

Total expenses 742,500$         794,595$        1,537,095$     26,145$         206,778$       1,770,018$     
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2018 2017

Cash flow from operating activities:
Cash received from contracts, grants, and contributions 2,065,783$      1,862,512$      
Cash received from interest 881                  658                  
Cash paid to employees for services (1,335,975)       (1,290,393)       
Cash paid to suppliers for goods and services (521,272)          (441,527)          

Net cash provided by operating activities 209,417           131,250           

Cash flow from investing activities:
Cash paid for the purchase of property and equipment (2,858)              (1,799)              

Net cash used in investing activities (2,858)              (1,799)              

Net increase in cash and equivalents 206,559           129,451           

Cash and equivalents at beginning of year 879,526           750,075           

Cash and equivalents at end of year 1,086,085$      879,526$         

Reconciliation of change in net assets to net cach provided

by operating activities:

Increase in net assets 180,023$         167,723$         
Adjustments to reconcile change in net assets to

net cash provided by operating activities:
Depreciation 19,441             22,064             
Loss on disposal of fixed assets 285                  -                       
(Increase) decrease in grants receivable 11,990             (55,992)            
(Increase) decrease in prepaid expenses (8,553)              3,225               
(Increase) decrease in other assets 300                  198                  
Increase (decrease) in accounts payable 6,356               (1,893)              
Increase (decrease) in refundable advances (425)                 (4,075)              

Total adjustments 29,394             (36,473)            

Net cash provided by operating activities 209,417$         131,250$         
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NOTE A – DESCRIPTION OF ORGANIZATION 
 
Raising Special Kids, Inc. (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, Raising Special Kids, Inc. 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. 
 
General and administrative activities include the functions necessary to provide support for the 
organization’s program activities.  General and administrative activities include those that 
provide governance (Board of Directors), oversight, business management, financial 
recordkeeping, budgeting, legal services, human resource management, and similar activities that 
ensure an adequate working environment and an equitable employment program.   
 
Fundraising activities include publicizing and conducting fundraising campaigns; maintaining 
donor lists; conducting special fundraising events; and other activities involved with soliciting 
contributions from corporations, foundations, individuals, and others.  
 
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The organization prepares its financial statements in accordance with generally accepted 
accounting principles promulgated in the United States of America (U.S. GAAP) for Not-for-
Profits.  The significant accounting and reporting policies used by the organization are described 
subsequently to enhance the usefulness and understandability of the financial statements.   
 
Basis of accounting 
The organization prepares its financial statements using the accrual basis of accounting and 
accounting principles generally accepted in the United States of America.  
 
Use of estimates 
The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported amounts of revenues and expenses during the reporting period and the 
reported amounts of assets and liabilities at the date of the financial statements.  On an ongoing 
basis, the organization’s management evaluates the estimates and assumptions based upon 
historical experience and various other factors and circumstances. The organization’s 
management believes that the estimates and assumptions are reasonable in the circumstances; 
however, the actual results could differ from those estimates.   
 
Net assets 
The financial statements report net assets and changes in net assets in three classes that are based 
upon the existence or absence of restrictions on use that are placed by its donors, as follows: 
 
 
 
 



RAISING SPECIAL KIDS, INC. 
Notes to Financial Statements 

For the Years Ended June 30, 2018 and 2017 

Page 9 

NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued 
 
Unrestricted, undesignated net assets 
Unrestricted, undesignated net assets are resources available to support operations.  The only 
limits on the use of unrestricted, undesignated net assets are the broad limits resulting for the 
nature of the organization, the environment in which it operates, the purposes specified in its 
corporate documents and its application for tax-exempt status, and any limits resulting from 
contractual agreements with creditors and others that are entered into in the course of its 
operations.   
 
Unrestricted, designated net assets 
Unrestricted, designated net assets consist of a cash reserve established by the Board of Directors 
and increases or decreases each year based on the Board’s discretion.     
 
Temporarily restricted net assets 
Temporarily restricted net assets are resources that are restricted by a donor for use for a 
particular purpose or in a particular future period.  The organization’s unspent contributions are 
classified in this class if the donor limited their use. 
 
When a donor’s restriction is satisfied, either by using the resources in the manner specified by 
the donor or by the passage of time, the expiration of the restriction is reported in the financial 
statements by reclassifying the net assets from temporarily restricted to unrestricted, 
undesignated net assets.  Net assets restricted for acquisition of buildings or equipment (or less 
commonly, the contribution of those assets directly) are reported as temporarily restricted until 
the specified asset is placed in service by the organization, unless the donor provides more 
specific directions about the period of its use.     
 
Permanently restricted net assets  
Permanently restricted net assets are resources whose use by the organization is limited by 
donor-imposed restrictions that neither expire by being used in accordance with a donor’s 
restriction nor by the passage of time.  The organization had no permanently restricted net assets 
for the years ended June 30, 2018 and 2017. 
 
Classification of transactions 
All revenues and net gains are reported as increases in unrestricted net assets in the statement of 
activities unless the use of the related resources is subject to temporary or permanent donor 
restrictions.  All expenses and net losses are reported as decreases in unrestricted net assets.   
 
Cash and cash equivalents 
Cash equivalents consist of short-term, highly liquid investments that are both (a) readily 
convertible to known amounts of cash; and (b) so near their maturity that they present 
insignificant risk of changes in value because of changes in interest rates.  Generally, only 
investments with original maturities of three months or less meet this definition. 
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NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued 
 
Grants receivable 
Grants receivable are primarily unsecured non-interest bearing amounts due from grantors on 
cost reimbursement or performance grants.  Management believes that all outstanding grants 
receivable are collectible in full, therefore no allowance for uncollectible receivables has been 
provided.   
 
Property and equipment 
Property and equipment are reported in the statement of financial position at cost, if purchased, 
and at fair value at the date of donation, if donated.  Property and equipment are capitalized if 
they have a cost of $500 or more and a useful life when acquired of more than 1 year.  Repairs 
and maintenance that do not significantly increase the useful life of the asset are expensed as 
incurred.  Depreciation is computed using the straight-line method over the estimated useful lives 
of the assets, as follows: Property and equipment 5-10 years. Property and equipment are 
reviewed for impairment when a significant change in the asset’s use or another indicator of 
possible impairment is present.  No impairment losses were recognized in the financial 
statements in the current period.   
 
Accounting for contributions 
Contributions, including unconditional promises to give, are recognized when received.  All 
contributions are reported as increases in unrestricted net assets unless use of the contributed 
assets is specifically restricted by the donor.  Amounts received that are restricted by the donor to 
use in future periods or for specific purposes are reported as increases in either temporarily 
restricted or permanently restricted net assets, consistent with the nature of the restriction.  
Unconditional promises with payments due in future years have an implied restriction to be used 
in the year the payment is due, and therefore are reported as temporarily restricted until the 
payment is due unless the contribution is clearly intended to support activities of the current 
fiscal year or is received with permanent restrictions.  Conditional promises, such as matching 
grants, are not recognized until they become unconditional, that is, until all conditions on which 
they depend are substantially met.   
 
Gifts-in-kind contributions 
The organization periodically receives contributions in a form other than cash or investments.  If 
the organization receives a contribution of property or equipment, the contributed asset is 
recognized as an asset at its estimated fair value at the date of gift, provided that the value of the 
asset and its estimated useful life meets the organization’s capitalization policy.  Donated use of 
facilities is reported as contributions and as expenses at the estimated fair value of similar space 
for rent under similar conditions.  If the use of the space is promised unconditionally for a period 
greater than one year, the contribution is reported as a contribution and an unconditional promise 
to give at the date of gift, and the expense is reported over the term of use.  Donated supplies are 
recorded as contributions at the date of gift and as expenses when the donated items are placed 
into service or distributed.   
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NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued 
 
The organization benefits from personal services provided by a substantial number of volunteers.  
Those volunteers have donated significant amounts of time and services in the organization’s 
program operations and in its fund-raising campaigns.  However, the majority of the contributed 
services do not meet the criteria for recognition in financial statements.  GAAP allows 
recognition of contributed services only if (a) the services create or enhance nonfinancial assets 
or (b) the services would have been purchased if not provided by contribution, require 
specialized skills, and are provided by individuals possessing those skills.  Donated services with 
an estimated fair value of $7,400 and $6,000 for the years ended June 30, 2018 and 2017, 
respectively, met those criteria and are included in contributions and donations in the statements 
of activities.  Those services were for monthly accounting services.   
 
Volunteer hours not recognized in the financial statements were received for the following 
programs:   

2018 2017

Parent-to-parent peer support 1,409             2,216             
Training / other professional services 280                731                
Board of Directors 168                629                
Fund development 72                  265                

Total volunteer hours 1,929             3,841             

Grant revenue 
Grants from governmental agencies which are restricted are reflected as unrestricted revenue 
since these funds are received and spent during the same year as permitted by FASB ASC 958-
605, Accounting for Contributions Received and Contributions Made. 
 
Expense recognition and allocation 
The cost of providing the organization’s programs and other activities is summarized on a 
functional basis in the statement of activities and statement of functional expenses.  Expenses 
that can be identified with a specific program or support service are charged directly to that 
program or support service.  Costs common to multiple functions have been allocated among the 
various functions benefited.   
 
General and administrative expenses include those costs that are not directly identifiable with 
any specific program, but which provide for the overall support and direction of the organization.   
 
Fundraising costs are expensed as incurred, even though they may result in contributions 
received in future years.  The organization generally does not conduct its fundraising activities in 
conjunction with its other activities.  In the few cases in which it does, such as when the annual 
report or donor acknowledgements contain requests for contributions, joint costs have been 
allocated between fundraising and general and administrative expenses in accordance with 
standards for accounting for costs of activities that include fundraising.  Additionally, advertising 
costs are expensed as incurred.  For the years ended June 30, 2018 and 2017 the organization did 
not spend any funds on advertising.  
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NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued 
 
Tax status 
The organization is incorporated exempt from federal income taxation under Section 501(c)(3) of 
the Internal Revenue Code (IRC), though it would be subject to tax on income unrelated to its 
exempt purposes (unless that income is otherwise excluded by the IRC).  Contributions to the 
organization are tax deductible to donors under Section 170 of the IRC.  The organization is not 
classified as a private foundation.   
 
NOTE C – CASH AND CASH EQUIVALENTS – OPERATING 
 
Cash and cash equivalents at June 30, 2018 and 2017 consisted of the following: 

2018 2017

Cash on hand 300$              300$              
Cash at Wells Fargo Bank 931,740         725,571         
Cash at Arizona Business Bank 154,045         153,655         

Total cash and cash equivalents 1,086,085$    879,526$       

NOTE D – PROPERTY AND EQUIPMENT  
 
Property and equipment at June 30, 2018 and 2017, are as follows: 

2018 2017

Property and equipment 172,272$       210,350$       
Less: accumulated depreciation (147,187)        (168,397)        

Net property and equipment 25,085$         41,953$         

Depreciation expense for years ended June 30, 2018 and 2017 totaled $19,441 and $22,064, 
respectively. 
 
NOTE E – OPERATING LEASE COMMITMENTS  
 
The organization leases office space and office equipment under the provisions of long-term 
lease agreements classified as operating leases for accounting purposes.  The operating leases 
have remaining noncancelable lease terms of one to five years.  The following is a schedule of 
future minimum rental payments:  
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NOTE E – OPERATING LEASE COMMITMENTS – continued  
 

Year ending June 30:
2019 21,440$         
2020 7,395             
2021 6,795             
2022 6,795             
2023 3,398             

Total minimum payments required 45,823$         

 
Rent expense for all leases, which is included in occupancy, equipment rental, and information 
systems in the statement of functional expenses, was $63,621 and $67,015 for the years ended 
June 30, 2018 and 2017, respectively. 
 
NOTE F – RETIREMENT PLAN 
 
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.  Raising Special Kids, Inc. contributed 1% of each eligible employee’s salary to the plan 
during the fiscal years ended June 30, 2018 and 2017 for a total of $4,972 and $5,321, 
respectively. 
 
NOTE G – CONCENTRATION OF RISK 
 
Amounts held in financial institutions occasionally are in excess of the Federal Deposit 
Insurance Corporation limits.  The organization deposits its cash with high quality financial 
institutions, and management believes the organization is not exposed to significant credit risk on 
those amounts.   
 
A significant portion of the organization’s annual funding comes from three major sources for 
the fiscal years ended June 30, 2018 and 2017 as follows:   

2018 2017

Arizona Department of Education 24% 26%
Arizona Department of Economic Security 21% 15%
US Department of Education 19% 20%

Raising Special Kids, Inc.’s services are dependent on continued funding from these contracts 
and grants. 
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NOTE H – SUBSEQUENT EVENTS 
 
Subsequent events have been evaluated through February 12, 2019, which is the date the 
financial statements were available to be issued.  Events occurring after that date have not been 
evaluated to determine whether a change in the financial statements would be required.   
 


