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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Special Olympics Minnesota, Inc.
Minneapolis, Minnesota

We have audited the accompanying financial statements of Special Olympics Minnesota, Inc. (the
“Organization”), which comprise the statement of financial position as of December 31, 2019, and
the related statements of activities, functional expenses, and cash flows for the year 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. 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 Organization’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 Organization’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.

“ \KRESTON



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Special Olympics Minnesota, Inc. as of December 31, 2019 and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited Special Olympics Minnesota, Inc.’s 2018 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated
July 25, 2019. In our opinion, the summarized comparative information presented herein as of and
for the year ended December 31, 2018 is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Wwf/m&a pCann L.

Minneapolis, Minnesota
August 5, 2020



SPECIAL OLYMPICS MINNESOTA, INC.

STATEMENTS OF FINANCIAL POSITION

December 31, 2019 and 2018

2019 2018
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 744780 $ 879,899
Promises to give receivable 249,715 172,657
Inventory 106,856 78,829
Prepaid expenses 573,135 432,996
TOTAL CURRENT ASSETS 1,674,486 1,564,381
PROPERTY AND EQUIPMENT
Equipment 925,207 774,899
Furniture and fixtures 243,656 243,656
Leasehold improvements 911,031 911,031
TOTAL PROPERTY AND EQUIPMENT 2,079,894 1,929,586
Less accumulated depreciation (1,037,498) (872,454)
NET PROPERTY AND EQUIPMENT 1,042,396 1,057,132
OTHER ASSETS
Investments 3,119,096 2,567,245
TOTAL ASSETS $ 5,835,978 $ 5,188,758
LIABILITIES
CURRENT LIABILITIES
Accounts payable $ 68,791 $ 82,427
Accrued expenses 331,716 289,671
TOTAL CURRENT LIABILITIES 400,507 372,098
LONG-TERM LIABILITIES
Deferred rent 347,210 238,160
Deferred lease incentives 453,687 500,169
Deferred revenue 3,000 -
TOTAL LONG-TERM LIABILITIES 803,897 738,329
TOTAL LIABILITIES 1,204,404 1,110,427
NET ASSETS
NET ASSETS
Without donor restrictions 4,247,322 3,629,854
With donor restrictions 384,252 448 477
TOTAL NET ASSETS 4,631,574 4,078,331
TOTAL LIABILITIES AND NET ASSETS $ 5,835,978 $ 5,188,758

See Notes to Financial Statements
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SPECIAL OLYMPICS MINNESOTA, INC.

STATEMENTS OF ACTIVITIES

For the year ended December 31, 2019 with comparative totals for 2018

Contributions, gifts and grants

Direct marketing

In-kind contributions

Fundraising events

Cause marketing

Merchandise sales

Investment return (loss)

Other revenue

Net assets released from restrictions:
Satisfaction of purpose and time restrictions

TOTAL PUBLIC SUPPORT AND REVENUE

PROGRAM SERVICES

SUPPORTING ACTIVITIES
Management and general
Fundraising
TOTAL SUPPORTING ACTIVITIES

TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS,
BEGINNING OF YEAR

NET ASSETS,

Without Donor With Donor Totals
Restrictions Restrictions 2019 2018
PUBLIC SUPPORT AND REVENUE

$ 2,496,294 $ 19,503 $ 2,515,797 §$ 2,098,634
541,104 - 541,104 591,355
292,312 - 292,312 115,942
4,900,671 - 4,900,671 4,682,376
4,699 - 4,699 12,911

166,680 - 166,680 145,126
454,460 - 454,460 (194,156)

46,440 - 46,440 225,364

83,728 (83,728) - -
8,986,388 (64,225) 8,922,163 7,677,552
EXPENSES

6,030,453 - 6,030,453 5,821,374
529,844 - 529,844 381,060
1,808,623 - 1,808,623 1,747,937
2,338,467 - 2,338,467 2,128,997
8,368,920 - 8,368,920 7,950,371
617,468 (64,225) 553,243 (272,819)
3,629,854 448,477 4,078,331 4,351,150

$ 4247322 $ 384,252 $ 4631574 $ 4,078,331

END OF YEAR

See Notes to Financial Statements
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Competitions and training
Healthy programs

Athlete leadership programs
Summer sports camps

Youth programming

Volunteer services
Sub-program support
Marketing and communications

Conferences, conventions and meetings

Fundraising events

Other fundraising expense
Salaries, taxes and benefits
National organization fees
Professional fees
Occupancy

Office expense

Equipment rental and maintenance

Depreciation
Insurance
In-kind expense
Miscellaneous

Total expenses

SPECIAL OLYMPICS MINNESOTA, INC.
STATEMENTS OF FUNCTIONAL EXPENSES

For the year ended December 31, 2019 with comparative totals for 2018

Supporting Activities

Total

Program Management Supporting Total Total

Services and General Fundraising Activities 2019 2018
$ 1582512 % - $ - $ - $ 1582512 § 1,470,587
99,350 - - - 99,350 84,472
38,752 - - - 38,752 29,333
1,356 - - - 1,356 508
345,068 - - - 345,068 277,268
10,726 - - - 10,726 11,560
33,785 - - - 33,785 31,039
337,676 - - - 337,676 318,443
90,177 358 401 759 90,936 43,660
633,562 - 774,354 774,354 1,407,916 1,399,338
89,320 - 109,168 109,168 198,488 203,562
2,013,988 457,926 640,901 1,098,827 3,112,815 2,965,614
80,590 10,216 22,701 32,917 113,507 104,209
60,148 7,747 16,696 24,443 84,591 69,576
224,785 28,468 63,261 91,729 316,514 307,433
64,761 8,174 67,250 75,424 140,185 114,748
87,596 6,621 24,011 30,632 118,228 168,803
146,092 5,811 37,129 42,940 189,032 177,751
40,883 4,046 12,466 16,512 57,395 54,961
48,778 - 40,034 40,034 88,812 115,942
548 477 251 728 1,276 1,564
$ 6,030,453 $ 529,844 $ 1,808,623 $ 2,338467 $ 8,368,920 $ 7,950,371

See Notes to Financial Statements
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SPECIAL OLYMPICS MINNESOTA, INC.
STATEMENTS OF CASH FLOWS

For the years ended December 31, 2019 and 2018

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 553,243 $§ (272,819)
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation expense 189,032 177,751
Donated stock (13,739) (29,942)
Realized and unrealized (gain) loss on assets (418,771) 247,305
Reinvested interest and dividends (68,571) (65,859)
Changes in operating assets and liabilities:
Promises to give receivable (77,058) (46,763)
Inventory (28,027) (14,752)
Prepaid expenses (140,139) (165,287)
Accounts payable (13,636) 52,667
Accrued expenses 42,045 (102,872)
Deferred revenue 3,000 -
Deferred rent 109,050 115,736
Deferred lease incentives (46,482) (44,812)
NET CASH AND CASH EQUIVALENTS
PROVIDED BY (USED IN) OPERATING ACTIVITIES 89,947 (149,647)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments (917,635) (1,137,837)
Proceeds from sale of investments 866,865 1,088,098
Purchase of property and equipment (174,296) (69,073)
NET CASH AND CASH EQUIVALENTS
USED IN INVESTING ACTIVITIES (225,066) (118,812)
NET DECREASE (135,119) (268,459)
CASH AND CASH EQUIVALENTS
BEGINNING OF YEAR 879,899 1,148,358
END OF YEAR $ 744,780  § 879,899

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

Summary of significant accounting policies

Organization - Special Olympics Minnesota, Inc. (the Organization) is incorporated
under the Minnesota Nonprofit Corporation Act. The Organization offers children and
adults with intellectual disabilities year-round sports training and competition. The
Organization is founded on the belief that people with intellectual disabilities can, with
proper instruction and encouragement, learn, enjoy and benefit from participation in
individual and team sports, adapted as necessary to meet the needs of those with
intellectual disabilities. Special Olympics Minnesota believes that through sports training
and competition, people with intellectual disabilities benefit physically, mentally and
socially; families are strengthened; and the community at large, both through
participation and observation, is united in understanding people with intellectual
disabilities in an environment of equality, respect and acceptance.

Contributions and revenue are primarily derived from individuals and organizations
located in Minnesota. This results in a concentration of risk for these activities as well as
promises to give receivable.

Description of programs - The Organization currently provides local, regional and state
competitions in 17 Olympic-type sports throughout the year, as well as fundraising
events, and a variety of health and leadership programming. The more than 8,000
current athletes benefit from the dedication of thousands of volunteer coaches and more
than 200 events annually. Through Special Olympics’ athletic, health and leadership
programs, people with intellectual disabilities transform themselves, their communities
and the world.

Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Income tax status - The Organization is exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code and applicable state law.

The Organization reviews and assesses its tax positions taken or expected to be taken
in tax returns. Based on this assessment the Organization determines whether it is more
likely than not that the position would be sustained upon examination by tax authorities.
The Organization’s assessment has not identified any significant positions that it
believes would not be sustained under examination.

The Organization has identified its tax status as a tax exempt entity as it's only
significant tax position and has determined that such tax position does not result in an
uncertainty requiring recognition. The Organization is not currently under examination by
any taxing jurisdiction.

The Organization files Form 990 in the U.S. federal jurisdiction and the State of
Minnesota. The Organization is generally no longer subject to examination by the
Internal Revenue Service three years after the date of filing, including extensions.



SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

(1) Summary of significant accounting policies (continued)

Financial statement presentation - The Organization reports information regarding its
financial position and activities based on the existence or absence of donor-imposed
restrictions. Accordingly net assets of the organization and changes therein are
classified and reported as follows:

o Net assets without donor restrictions — Net assets available for general use and not
subject to donor-imposed restrictions. These may be used at the discretion of the
Organization’s management and board of directors. Designated amounts represent
those revenues which the Board has set aside for a particular purpose.

o Net Assets with donor restrictions — Net assets subject to donor-imposed restrictions.
Some donor-imposed restrictions are temporary in nature that may or will be met,
either by the passage of time or by actions of the Organization. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be
maintained in perpetuity.

Contributions — The Organization receives support in the form of contributions from the
following sources: contributions, gifts and grants, direct marketing, in-kind contributions,
fundraising events, and cause marketing. The Organization recognizes contributions as
revenue when they are received or unconditionally pledged.

Conditional contributions are recorded as revenue when such amounts become
unconditional which generally involves the meeting of a barrier to entitlement. This can
include items like meeting a matching provision, incurring specified allowable expenses
in accordance with a framework of allowable costs of other barriers.

Contributions received and net investment return (loss) are recorded as net assets
without donor restrictions or net assets with donor restrictions, depending on the
existence and/or nature of any donor-imposed restrictions. Contributions received with
donor-imposed conditions and restrictions are reported as an increase in net assets
without donor restrictions if the conditions and restrictions are met in the reporting period
in which the contribution is recognized. Investment return (loss) that is restricted by the
donor or by law is reported as an increase in net assets without donor restrictions if the
restriction is met in the reporting period in which the investment return (loss) is
recognized. When a restriction expires (that is, when a stipulated time restriction ends
or purpose restriction is accomplished), net assets with donor restrictions are reclassified
to net assets without donor restrictions and reported in the statement of activities as net
assets released from restrictions.

Revenue recognition — Merchandise sales are earned from the sale of general
merchandise. The Organization’s contracts with its customers consist of a single
performance obligation to transfer merchandise. The price for merchandise sold is fixed.
Revenue is recognized when a performance obligation is satisfied by the transfer of control
to the customers at a point in time.
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies (continued)

Cash and cash equivalents - The Organization considers cash in demand deposit
accounts and temporary investments purchased with an original maturity of three
months or less to be cash equivalents. The Organization maintains its cash and cash
equivalents with high credit quality financial institutions. From time to time, the
Organization’s balances in its bank accounts exceed Federal Deposit Insurance
Corporation limits. The Organization periodically evaluates the risk of exceeding
insurance levels and may transfer funds as it deems appropriate. The Organization has
not experienced any losses with regards to balances in excess of insured limits or as a
result of other concentrations of credit risk. Cash and money market funds, held as a
portion of the Organization's investment portfolio, are classified as investments and are
not considered to be cash equivalents.

Promises to give receivable - Contributions are recognized when the donor makes a
promise to give that is, in substance, unconditional. Promises to give receivable
represent amounts committed by donors that have not been received by the
Organization. The Organization uses the allowance method to determine uncollectible
promises to give receivable. No allowance for doubtful amounts has been provided for
at December 31, 2019 and 2018, since management of the Organization expects all
promises to give receivable to be collected.

Unconditional promises to give due in the next year are recorded at their net realizable
value. Unconditional promises to give due in subsequent years are reported at the
present value of their estimated future cash flows, discounted using risk-adjusted
interest rates applicable to the years in which the promises are to be received.

Conditional promises to give are recognized when the conditions on which they depend
are substantially met which generally involves meeting a barrier to entitlement.

Investments - Investments are reported at fair value. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. See Note 4 for discussion of fair
value measurements.

Net investment return (loss) is reported in the statement of activities and consists of
interest and dividend income, realized and unrealized gains and losses, less external
and direct internal investment expenses.

Purchases and sales of investments are reflected on a trade-date basis. Realized gains
or losses on sales of investments are based on the cost of specifically identified
investments. Changes in unrealized gains and losses are included in the change in net
assets in the accompanying statement of activities. Interest income is recorded on the
accrual basis. Dividends are recorded on the ex-dividend dates.

Inventories - Inventories consist of sports supplies, t-shirts, medals, ribbons and
household goods which are stated at the lower of cost (first-in, first-out basis) or net
realizable value.
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies (continued)

Property, equipment and depreciation - Property and equipment are recorded at cost
or in the case of contributed property at the fair market value at the date of contribution.
If donors stipulate how long the assets must be used, the contributions are recorded as
an increase in net assets with donor restrictions. In the absence of such stipulations,
contributions of property and equipment are recorded as an increase in net assets
without donor restrictions.

Expenditures for renewals and improvements are capitalized while the cost of
maintenance and repairs is charged to expense as incurred. When assets are retired, or
otherwise disposed of, the cost and related accumulated depreciation is removed from
the accounts and any resulting gain or loss is reflected in income for the period.

Depreciation is computed using the straight-line method over estimated useful lives of
three to ten years. For the years ended December 31, 2019 and 2018, depreciation
expense was $189,000 and $178,000, respectively.

Fair value measurement - definition and hierarchy — The Organization utilizes a
three-level valuation hierarchy for inputs used in measuring fair value that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring that
the most observable inputs be used when available. Observable inputs are inputs that
market participants would use in pricing the asset or liability based on market data
obtained from sources independent of the Organization. Unobservable inputs are inputs
that reflect the Organization's assumptions about the assumptions market participants
would use in pricing the asset or liability based on the best information available in the
circumstances. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability (i.e., the "exit price") in an orderly transaction between
market participants at the measurement date.

The hierarchy is broken down into three levels based on the observability of inputs as
follows:

e Level 1 - Valuations based on quoted prices in active markets for identical assets or

liabilities that the Organization has the ability to access. Since valuations are based
on quoted prices that are readily and regularly available in an active market,
valuation of these products does not entail a significant degree of judgment.

e Level 2 - Valuations based on one or more quoted prices in markets that are not

active or for which all significant inputs are observable, either directly or indirectly.

e Level 3 - Valuations based on inputs that are unobservable and significant to the

overall fair value measurement.

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

Summary of significant accounting policies (continued)

Fair value measurement - definition and hierarchy (continued) —

The availability of observable inputs can vary by types of assets and liabilities and is
affected by a wide variety of factors, including, for example, whether the asset or liability
is established in the marketplace, the liquidity of markets and other characteristics
particular to the transaction. To the extent that valuation is based on models or inputs
that are less than observable or unobservable in the market, the determination of fair
value requires more judgment. Accordingly, the degree of judgment exercised in
determining fair value is greatest for assets and liabilities categorized in Level 3. As
further discussed in Note 4, the Organization only has level 1 assets at December 31,
2019 and 2018.

Donated services, materials and assets - Contributions of donated non-cash assets
are recorded at their fair values in the period received. Contributions of donated services
that create or enhance non-financial assets or that require specialized skills, are
provided by individuals possessing those skills, and would typically need to be
purchased if not provided by donation, are recorded at their fair values in the period
received.

Functional allocation of expenses - The costs of providing programs and services
have been summarized on a functional basis. Accordingly, certain costs have been
allocated between program and the supporting services benefited.

For employee costs, such as salary, taxes and employee benefits, the portion of each
employee’s actual salary and benefits is allocated based on that individual's assignment
of time between programs and supportive areas.

For overhead and other shared expenses, each employee’s time allocation is weighted
equally, and combined to determine an allocation of total full-time equivalent’s dedicated
to each program and supportive area.

Advertising costs - For the years ended December 31, 2019 and 2018, advertising
costs expensed totaled $116,000 and $128,000, respectively.

Summarized information - The financial statements include certain prior year
summarized information in total but neither by net asset class nor by functionalized
expenses. Such information does not include sufficient detail to constitute a presentation
in conformity with accounting principles generally accepted in the United States of
America. Accordingly, such information should be read in conjunction with the
Organization's financial statements for the year ended December 31, 2018, from which
the summarized information was derived.

-11 -



(1)

SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies (continued)

Adoption of accounting standards update - The Organization adopted the provisions
of Financial Accounting Standards Board (FASB) Accounting Standards Codification
(ASC) Topic 606, Revenue from Contracts with Customers, and related amendments
(“ASC Topic 606”) using the modified retrospective method, applied to contracts that
were not complete as of January 1, 2019. Amounts reported related to 2018 are
unadjusted for the effects of ASC Topic 606. The adoption of ASC Topic 606 did not
have a material impact on the Organization’s financial position, changes in net assets, or
cash flows. As such, the Organization did not make any adjustments to its financial
position upon adoption and there are no differences in 2019 as reported under ASC
Topic 606 and prior guidance.

The Organization adopted the provisions of FASB Accounting Standards Update (ASU)
2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Made. The change in accounting
principle was applied to funding agreements that were not completed as of January 1,
2019 or new agreements entered into after that date on a modified prospective basis. As
a result, there was no cumulative-effect adjustment to opening net assets without donor
restrictions or opening net assets with donor restrictions as of January 1, 2019. Amounts
reported related to 2018 are unadjusted for the effects of ASU 2018-08. The adoption of
ASU 2018-08 did not have a material impact on the Organization’s financial position,
changes in net assets, or cash flows

New accounting pronouncements - In February 2016, FASB issued ASU 2016-02,
Leases (Topic 842) that requires lessees to recognize a right-of-use asset and lease
liability on the statement of financial position and disclose key information about leasing
arrangements. The recognition, measurement and presentation of expenses and cash
flows arising from a lease by a lessee have not significantly changed from current
accounting principles generally accepted in the United States of America. ASU 2016-02
is effective for annual periods beginning after December 15, 2021. The Organization is in
the process of assessing the impact this standard will have on its financial statements.

Subsequent events policy - Subsequent events have been evaluated through August
5, 2020 which is the date the financial statements were available to be issued.

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

Liquidity and availability

The Organization strives to maintain liquid financial assets sufficient to cover at least 90
days of general expenditures. Financial assets in excess of daily cash requirements are
invested in designated investment accounts.

For purposes of analyzing resources available to meet general expenditures over a 12-
month period, the Organization considers all expenditures related to its ongoing sports
and training competitions, health and wellness activities, and unified school inclusion as
well as the conduct of supporting administrative and fundraising services undertaken to
support those activities to be general expenditures.

The Organization has other assets limited to use for donor-restricted purposes and
pledged collateral held in investments. These assets limited to use are not available for
general expenditure within the next year and are not reflected in the amounts below.

The following table reflects the Organization’s financial assets that are available to meet
general expenditures within the next year:

2019 2018
Available for general expenditures:
Cash and cash equivalents $ 744,780 $ 879,899
Promises to give receivable 249,715 172,657
Investments 3,119,096 2,567,245
Total 4,113,591 3,619,801
Less amounts unavailable for general expenditures:
Net asset with donor restrictions 384,252 448,477
Pledged collateral held in investments 998,278 858,732
Total 1,382,530 1,307,209
Financial assets available for
general expenditure within one year $ 2,731,061 $ 2,312,592

In addition to the financial assets listed, the Organization has a $500,000 line of credit
available to meet cash flow needs, if necessary.
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

Promises to give

Unconditional promises to give at December 31, 2019 and 2018 of $250,000 and
$173,000, respectively, are receivable within one year and reported as current assets.

Conditional promises to give at December 31, 2019 and 2018 consist of promises to:

2019 2018

Provide funding to support school and youth activities
under the umbrella of "Unified Champion Schools" $ 183,000 $ -

Total $ 183,000 $ -

Fair value measurements

Fair values of assets measured on a recurring basis at December 31, 2019 and 2018
are as follows:

Fair value measurements at reporting date using

Fair Value Level 1 Level 2 Level 3

December 31, 2019
Mutual funds $ 1,751,188 $ 1,751,188 $ - $ -
Exchange traded funds 1,331,830 1,331,830 - -
Money market/other cash 36,078 36,078 - -

Total assets measured

at fair value $ 3,119,096 $ 3,119,096 $ - $ -
December 31, 2018
Mutual funds $ 1,428,009 $ 1,428,009 $ - $ -
Exchange traded funds 1,014,398 1,014,398 - -
Money market/other cash 124,838 124,838 - -

Total assets measured

at fair value $ 2,567,245 $ 2,567,245 $ - $ -

-14 -
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

Fair value measurements (continued)

Following is a description of the valuation methodologies used for assets measured at
fair value. All assets have been valued using a market approach. There have been no
changes in the methodologies used at December 31, 2019 and 2018.

Mutual funds and exchange traded funds: Valued at the net asset value (NAV) of shares
held by the Organization at year end.

Money market. Valued at the closing price reported on the active market on which the
individual securities are traded.

The preceding methods described may produce a fair value calculation that may not be
indicative of the net realizable value or reflective of future fair values. Furthermore,
although the Organization believes its valuation methods are appropriate and consistent
with other market participants, the use of different methodologies or assumptions to
determine the fair value of certain financial instruments could result in a different fair
value measurement at the reporting date.

Line of credit

Subject to the terms of a credit agreement with Bremer Bank, the Organization has
available a $500,000 revolving line of credit for working capital on an as needed basis.
The line of credit expires August 15, 2020. Interest accrues at an annual rate of 0.50%
plus prime rate, with an effective rate of 5.25% at December 31, 2019. At December 31,
2019, investments consisting of mutual funds, exchange traded funds and other cash
accounts totaling $999,000 collateralized this lending arrangement. At December 31,
2019 and 2018, there was no outstanding balance on the line of credit. The Organization
is subject to certain nonfinancial covenants under this agreement.
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS
(6) Netassets

The net assets are summarized as follows as of December 31, 2019:

Without
Donor With Donor
Detail of Net Assets Restrictions Restrictions Total

Undesignated $ 3,204,926 $ - $ 3,204,926
Net investment in property and equipment 1,042,396 - 1,042,396
Restricted for specific purposes:

Health access - 362,477 362,477

Swim caps - 2,775 2,775
Subject to the passage of time - 19,000 19,000

$ 4247322 $ 384,252 $ 4,631,574

The net assets are summarized as follows as of December 31, 2018:

Without
Donor With Donor
Detail of Net Assets Restrictions Restrictions Total

Undesignated $ 2572722 % - $ 2,572,722
Net investment in property and equipment 1,057,132 - 1,057,132
Restricted for specific purposes:

Health access - 392,477 392,477

Swim caps - 6,000 6,000
Subject to the passage of time - 50,000 50,000

$ 3,629,854 $ 448,477 $ 4,078,331

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes, by the occurrence of the passage of time, or by the occurrence of
other events specified by donors. Net assets released from restrictions for the years
ended December 31, 2019 and 2018 are as follows:

2019 2018
Purpose restriction accomplished:
Health access $ 30,000 $ 35,000
Swim caps 3,728 -
Passage of specified time restriction 50,000 -
Total restrictions accomplished $ 83,728 $ 35,000
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS

In-kind contributions

The Organization received the following in-kind contributions during the years ended
December 31, 2019 and 2018:

2019 2018
Donated materials $ 237,360 $ 7,232
Donated services 54 952 108,710
$ 292,312  $ 115,942

Donated materials include donated equipment and a donation of approximately 11,000
insulated stainless-steel tumblers received in 2019, to be used for fundraising incentives
and volunteer recognition.

Donated services included advertising, transportation, umpire services at state
competitions and printing of program materials.

The Organization also receives donated services from a substantial amount of unpaid
volunteers who assist in the program services of the Organization. During the years
ended December 31, 2019 and 2018, 85,000 and 114,000 hours of volunteer time were
donated for state competitions. No amounts have been recognized in the accompanying
Statement of Activities because the criteria for recognition of such volunteer effort have
not been satisfied.

Leases

The Organization has an operating lease agreement for office space. The term of the
lease is for thirteen years through December 2029. For the first three years, base
monthly lease payments range from $1,100 to $2,200 plus the Organization’s share of
property taxes and operating expenses; for the following ten years, base monthly lease
payments range from $12,550 to $15,520 plus its share of property taxes and operating
expenses.

The following is a summary of the minimum future annual lease payments required under
this lease at December 31, 2019:

Years Ending December 31,

2020 $ 152,500
2021 156,500
2022 160,500
2023 164,500
2024 168,500
Thereafter 902,700

$ 1,705,200
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SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS
Leases (continued)

The total lease expense under all leases for the years ended December 31, 2019 and
2018 amounted to $315,000 and $307,000, respectively. Lease expense includes
$118,000 and $115,000 of base rent and $197,000 and $192,000 of operating costs in
2019 and 2018, respectively, on the office space.

The office space lease provided an allowance of approximately $590,000 for the
Organization to make leasehold improvements to the space. The allowance has been
reported in the Statement of Financial Position as deferred lease incentives in the
amount of $453,687 and $500,169 as of December 31, 2019 and 2018, respectively.
The following is a summary of the annual amortization of the deferred lease incentives
which will be reported as a reduction of rent expense:

Years Ending December 31,

2020 $ 45,369
2021 45,369
2022 45,369
2023 45,369
2024 45,369
Thereafter 226,842

$ 453,687

Affiliated organizations

Special Olympics Minnesota, Inc. is accredited by Special Olympics, Inc. (SOI) to
conduct Special Olympics activities in Minnesota. During 2019 and 2018, the
Organization received $379,000 and $387,000, respectively, from SOl cooperative
national fundraising projects and $222,000 and $166,000, respectively, from SOI as
direct contributions. The Organization paid $114,000 in 2019 and $104,000 in 2018 to
SOl for program support. As of December 31, 2019 and 2018, $138,000 and $114,000,
respectively, was due from SOI as a receivable which is reported in promises to give
receivable on the Statement of Financial Position.

Retirement plan

The Organization provides a 401(k) profit sharing plan, covering substantially all
employees meeting certain age and service requirements. Employees may elect to defer
up to 50% of their salary, subject to Internal Revenue Code limits. The Organization may
make a discretionary match, as well as a discretionary contribution. The Organization's
contributions were $37,000 and $33,000 for the years ended December 31, 2019 and
2018, respectively.

-18 -



(11)

(12)

SPECIAL OLYMPICS MINNESOTA, INC.
NOTES TO FINANCIAL STATEMENTS
Joint costs

The Organization allocates all joint costs associated with salaries and benefits, rent,
insurance, depreciation, in-kind, special events, and fundraising to program and
fundraising categories. This allocation is based on reviews of specific job descriptions.
Costs incurred are allocated based on an analysis of promotional material presented to
donors. 45 percent of costs are program-related and 55 percent are allocated to
fundraising costs.

The total joint costs are allocated as follows:

2019 2018
Program services $ 722882 % 721,305
Fundraising 883,522 881,595

$ 1,606,404 $ 1,602,900

Subsegquent events

On March 11, 2020 the World Health Organization declared the outbreak of coronavirus
(COVID-19) a pandemic. The operations of the Organization may be significantly
impacted by the pandemic and could result in material changes in the Organization’s
ability to provide services in its program areas. The extent of the impact of COVID-19 on
our programs and operations will depend on certain developments, including the
duration and spread of the outbreak, government mandates (e.g. stay at home orders),
impact on our donors, athletes, employees, and vendors, all of which are uncertain and
cannot be predicted. Other financial impacts could occur. Such potential impacts are
unknown at this time.

In addition, the Organization received a $540,000 Paycheck Protection Program loan
from the Small Business Administration.
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