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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of

BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Boys & Girls Clubs of the Valley, Inc. and
Subsidiaries (the “Clubs”) which comprise the consolidated statement of financial position as of June
30, 2023, and the related consolidated statements of activities and change in net assets, functional
expenses, and cash flows for the year then ended, and the related notes to the consolidated
financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of Boys & Girls Clubs of the Valley, Inc. and Subsidiaries as of June
30, 2023, and the changes in their net assets and their cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Mayer Hoffman McCann P.C.

An Independent CPA Firm Phone: 602.264.6835

4722 N. 24" Street, Suite 300 Fax: 602.265.7631

Phoenix, AZ 85016 mhmcpa.com A member of Kreston Global — a global network of accounting firms




In preparing the consolidated financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about the
Clubs’ ability to continue as a going concern for one year after the date that the consolidated
financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Clubs’ internal control. Accordingly, no such opinion is
expressed.

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

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

Supplemental Information

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 8, 2023 on our consideration of the Clubs’ 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 Clubs’ 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 Clubs’ internal control over financial reporting and compliance.

Adoption of New Accounting Standard

As discussed in Note 1 to the consolidated financial statements, the Clubs changed its method of
accounting for leases as a result of the adoption of Accounting Standards Codification Topic 842,
Leases, effective July 1, 2022, under the modified retrospective transition method.

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.

W}%(mdq 7?(%&,@ PC.

December 8, 2023



BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

June 30, 2023

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Receivables
Other current assets

TOTAL CURRENT ASSETS

CASH RESTRICTED FOR INVESTMENT IN PROPERTY AND EQUIPMENT

INVESTMENTS

PROPERTY AND EQUIPMENT, net

INTEREST IN FOUNDATION NET ASSETS

CASH SURRENDER VALUE OF LIFE INSURANCE

PREPAID RENT

UNAMORTIZED DONATED FACILITIES RECEIVABLE, net of unamortized discount of $610,852

OPERATING LEASE RIGHT-OF-USE ASSETS
OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Deferred revenues
Current maturities of long-term debt
Current maturities of finance lease liabilities
Current maturities of operating lease liabilities

TOTAL CURRENT LIABILITIES
LONG-TERM DEBT, less current maturities
OPERATING LEASE LIABILITIES, less current maturities

FINANCE LEASE LIABILITIES, less current maturities
TOTAL LIABILITIES

NET ASSETS
Net assets without donor restriction
Net assets with donor restriction

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See Notes to Consolidated Financial Statements
-4-

$ 2,931,745
4,753,146
462,301

8,147,192
436,580
10,693,742
19,176,559
18,236,052
158,474
1,608,333
2,923,078
897,800

84,768

$ 62,362,578

$ 1,280,647
645,876
929,412

33,644
41,119
229,863

3,160,561
231,255

666,283
61,290

4,119,389

37,755,831

20,487,358
58,243,189

§ 62362578



BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS

Year Ended June 30, 2023

SUPPORT AND REVENUES
Contributions and grants
Governmental fees
Program service fees
Change in interest in Foundation net assets
Donated facilities, materials and services
Investment income, net
Net realized and unrealized gains on investments
Other

Total support and revenues before
special events and net assets
released from restrictions

Special events revenues
Less costs of direct donor benefits

Gross profit on special events
Net assets released from restrictions

TOTAL SUPPORT AND REVENUES

EXPENSES
Personnel costs
Professional fees
Supplies
Telephone
Postage/Printing/Publications
Occupancy
Equipment
Transportation
Conferences, conventions and meetings
Professional dues
Youth assistance
Insurance
Other
Depreciation

TOTAL EXPENSES

GAIN ON SALE OF PROPERTY AND EQUIPMENT

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

Without
Donor With Donor
Restriction Restriction Total
$ 14,241,346 $ 7515159 $ 21,756,505
2,014,040 - 2,014,040
2,663,073 - 2,663,073
630,783 856,794 1,487,577
1,551,286 - 1,551,286
285,439 - 285,439
614,790 614,790
191,764 - 191,764
22,192,521 8,371,953 30,564,474
2,927,000 - 2,927,000
(597,704) - (597,704)
2,329,296 - 2,329,296
3,942,306 (3,942,306) -
28,464,123 4,429,647 32,893,770
16,667,777 - 16,667,777
2,894,798 - 2,894,798
3,165,973 - 3,165,973
161,414 - 161,414
111,577 - 111,577
3,849,807 - 3,849,807
312,839 - 312,839
196,743 - 196,743
202,310 - 202,310
379,495 - 379,495
191,086 - 191,086
490,641 - 490,641
126,474 - 126,474
1,670,947 - 1,670,947
30,421,881 - 30,421,881
33,000 - 33,000
(1,924,758) 4,429,647 2,504,889
39,680,589 16,057,711 55,738,300
$ 37,755,831 $ 20,487,358 $ 58,243,189

See Notes to Consolidated Financial Statements

-5-



BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

Personnel costs:

Salaries

Employee benefits

Payroll taxes

Total personnel costs

Professional fees
Supplies
Telephone
Postage/Printing/Publications
Occupancy
Equipment
Transportation
Conferences, conventions and meetings
Professional dues
Youth assistance
Insurance
Other

Total expenses before
depreciation expense
Depreciation expense

TOTAL EXPENSES

Year Ended June 30, 2023

Management
and
Programs General Fundraising Total
$ 12,208,916 § 859,040 $ 1,208,393 § 14,276,349
1,123,116 116,972 178,356 1,418,444
916,152 17,855 39,717 973,724
14,248,184 993,867 1,426,466 16,668,517
2,216,725 167,078 885,999 3,269,802
3,131,328 29,843 291,183 3,452,354
143,326 9,121 8,967 161,414
46,689 3,125 7,547 57,361
3,712,394 71,779 81,452 3,865,625
217,078 46,607 49,154 312,839
168,796 8,143 19,932 196,871
96,777 14,439 64,775 175,991
151,663 94,178 135,021 380,862
190,957 - - 190,957
450,472 20,514 19,656 490,642
75,106 9,280 41,017 125,403
24,849,495 1,467,974 3,031,169 29,348,638
1,607,785 33,778 29,384 1,670,947
$ 26,457,280 $§ 1,501,752 $ 3,060,553 §$ 31,019,585

See Notes to Consolidated Financial Statements
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended June 30, 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustment to reconcile change in net assets to net
cash used in operating activities:
Depreciation
Unrealized and realized gains on investments
Amortization of donated facilities receivable
Noncash lease expense of operating leases
Amortization of finance lease assets
Gain on sale of property
Donated facilities
Contributions restricted to investment in property and equipment
Change in interest in Foundation net assets
Forgiveness of CDBG debt
Changes in operating assets and liabilities:
Decrease (increase) in:

Receivables

Prepaid rent

Other assets

Increase (decrease) in:

Accounts payable

Accrued expenses

Deferred revenues

Lease liabilities

Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment
Proceeds from sale of property and equipment
Purchases of investments

Change in cash surrender value of life insurance
Proceeds from sales of investments

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Collection of contributions restricted to investment in property and equipment

Net cash provided by financing activities
NET CHANGE IN CASH AND CASH EQUIVALENTS AND RESTRICTED CASH
CASH AND CASH EQUIVALENTS AND RESTRICTED CASH, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH, END OF YEAR

Cash and cash equivalents
Cash restricted for investment in property and equipment

Total cash and cash equivalents and restricted cash
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for interest

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING ACTIVITIES:
Purchases of property and equipment in accounts payable
Noncash recognition of leases upon adoption of ASC Topic 842

See Notes to Consolidated Financial Statements
_7-

$ 2,504,889

1,670,947
(614,790)
1,049,812
226,945
47,744
(33,000)
(378,000)
(115,831)
(1,487,577)
(57,992)

(204,933)
(1,808,333)
(26,652)

(240,071)
(66,940)
(2,190,102)

(276,373)
(2,000,257)

(2,027,557)
33,000

(8,622,318)
474
9,265,425

(1,350,976)

115,831
115,831

(3,235,402)
6,603,727

$ 3368325
2,931,745
436,580

$ 3368325

$ 65,690
$ 1,124,748
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies

Nature of operations - The Boys & Girls Clubs of the Valley, Inc. and Subsidiaries (the “Clubs”), an
Arizona nonprofit corporation, is affiliated with the Boys & Girls Clubs of America, a national organization.
The Clubs operate twenty-seven clubhouses, one dental clinic, a charter school and an administrative and
youth workforce center in the Metropolitan Phoenix area.

The Clubs provide a safe place for youth in the Phoenix metropolitan and surrounding areas, particularly
those youth living in primarily underserved communities. The goal is to engage youth in activities that are
fun and enjoyable, while supporting their academic and social development. Currently, the clubhouses and
outreach youth services impact over 12,000 area children ages 6 to 18.

All of the programs and activities are designed to help young people have a safe place to learn, grow and to
participate in life-enhancing programs and character development experiences. The Clubs focus on
programs organized around four priority outcomes: Academic Success, Good Character & Leadership,
Healthy Choices and Career Pathways & Workforce Readiness. These programs help youth develop a
positive self-identity, a sense of belonging to a community, educational, employment, social, emotional and
cultural competencies; and the values enabling them to develop positive relationships with others. Youth
who enter the world with these capacities can become responsible citizens and leaders who make
meaningful contributions and live successful lives.

The Clubs operate the Mesa Arts Academy (the “Academy”), a charter school directed by the Clubs. The
Clubs has a stated mission for the Academy to provide an excellent basic education for students in grades
K through 8 through the use of an arts-based curriculum which provides a continuum of education using the
mediums of art, drama, dance, music, and other activities. The Academy operates under a charter contract
with the Arizona State Board for Charter Schools which mandates policy and operational guidelines. The
Academy is funded primarily through state equalization assistance.

Basis of presentation - The accompanying consolidated financial statements are presented in accordance
with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 958-205,
Not-for-Profit Entities — Presentation of Financial Statements. Under FASB ASC 958-205, the Clubs are
required to report information regarding their consolidated financial position and activities according to the
following net assets classifications:

Net assets without donor restrictions

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

Net assets with donor restrictions

Net assets subject to stipulations imposed by donors, and grantors. Some donor restrictions are temporary
in nature; those restrictions will be met by actions of the Clubs or by the passage of time. Other donor
restrictions are perpetual in nature, whereby the donor has stipulated the funds be maintained in perpetuity.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies (continued)

Principles of consolidation - The accompanying consolidated financial statements of the Boys & Girls
Clubs of the Valley, Inc. and Subsidiaries include the accounts of Boys & Girls Clubs of the Valley,
Inc. and its wholly-owned subsidiaries, BG Development, LLC, BGC Managers, LLC, and AZ Youthforce,
LLC (collectively, the “Clubs”). All significant intercompany transactions and accounts have been eliminated
in consolidation.

AZ Youthforce, LLC was formed to provide youth with career exploration opportunities, skills development,
internship opportunities, vocational training resources, college information, and summer employment
opportunities. BGC Managers, LLC was formed to administer management services for the Boys & Girls
Clubs of Central Arizona under a memorandum of understanding between Boys & Girls Clubs of Central
Arizona, BGC Managers, LLC and Boys & Girls Clubs of America. BG Development, LLC was formed to
construct three new clubhouses, which were completed during 2009.

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

Contributions and grants - The Clubs evaluate grants and contributions for evidence of the transfer of
commensurate value from the Clubs to the grantor or resource provider. The transfer of commensurate
value from the Clubs to the grantor or resource provider may include instances when a) the goods or
services provided by the Clubs directly benefit the grantor or resource provider or are for the sole use of the
grantor or resource provider, or b) the grantor or resource provider obtains proprietary rights or other
privileges from the goods or services provided by the Clubs. When such factors exist, the Clubs account for
the grants or contributions as exchange transactions under ASC 606, Revenue from Contracts with
Customers, or other appropriate guidance. In the absence of these factors, the Clubs account for the award
under the contribution accounting model.

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

Conditional contributions are recognized when the conditions on which they depend are substantially met.
The Clubs received conditional contributions of $1,069,412 for which revenue had not yet been recognized
as of June 30, 2023 as the conditions had not yet been satisfied. Of this balance, $929,412 is included in
the deferred revenue balance on the consolidated statement of financial position and the remainder of
which is an unpaid conditional pledge that will be recognized as qualifying expenses are incurred.

The Clubs recognize amounts received from grants and contracts when the services are rendered under
unit of service contracts. Funding sources may, at their discretion, request reimbursement for expenses or
return of funds, or both, as a result of noncompliance by the Clubs with the terms of the grant or contract.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies (continued)

The Clubs recognize amounts received from unconditional contributions at the time the Clubs receive
notification of the award. Contributions that include conditions imposed by the grantor or resource provider
are recognized when those conditions are met by the Clubs. The Clubs account for unconditional
contributions in accordance with FASB ASC 958-605, Not-for-Profit Entities — Revenue Recognition.
Contributions received are recorded as contributions without donor restrictions or contributions with donor
restrictions depending on the existence and/or nature of any donor restrictions. All donor-restricted support
is reported as an increase in net assets with donor restrictions. When a restriction expires (that is, when a
stipulated time restriction ends or purpose restriction is accomplished), net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported in the consolidated statement of
activities and change in net assets as net assets released from restrictions.

Restricted contributions, where restrictions are fulfilled in the same period in which the contribution is
received, are shown as additions to net assets without restrictions.

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

Revenue recognition - The Clubs recognizes revenue from exchange transactions in accordance with
FASB Accounting Standards Codification Topic 606, Revenue from Contracts with Customers. The core
principle is that an entity will recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange
for those goods or services. The standard provides a five-step analysis of transactions to determine when
and how revenue is recognized. The Clubs recognize exchange transaction revenue under both a point in
time and over time convention as further disclosed below.

Program service fees - Program service fees are reported at an amount that reflects the consideration to
which the Clubs expects to be entitled in exchange for providing services to their program participants.
Program service fees include sports leagues, fithess classes, after school care, educational enrichment and
other various programs operating at the Clubs’ branches. Program fees are usually paid in advance.
Cancellation provisions vary by program, but most transactions are cancellable with 15 to 30 days’ notice.
Refunds may be available for services not provided. Performance obligations are determined based on the
nature of the services provided to the Clubs. Performance obligations are generally providing a service at a
point in time. Revenue is recognized at the time the program is held. Unearned program fees are reflected
as deferred revenue on the consolidated statement of financial position. Amounts billed but unpaid are
recorded as accounts receivable in the accompanying consolidated statement of financial position.

Membership dues - Membership dues are recognized over time as the Clubs stands ready to deliver the
performance obligations under the membership agreement. Members join for varying lengths of time and
may cancel with fifteen days’ notice. Members generally pay an annual membership fee in advance.
Memberships provide use of the recreation facilities, access to free classes, programs and activities, and
discounts to fee-based programs. Membership dues revenue is included in program service fees in the
accompanying consolidated statement of activities and change in net assets. Unearned membership dues
are reflected as deferred revenue on the consolidated statement of financial position. Amounts billed but
unpaid are recorded as receivables in the accompanying consolidated statement of financial position.

-10-
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies (continued)

State equalization - State equalization funding for the Academy is recognized as the education is provided
to the students throughout the school year, under an over time convention, which occurs within the normal
fiscal year of the Clubs. The performance obligation of the Clubs is to provide education to enrolled
students as reported to the State. State equalization revenue is included in governmental fees in the
consolidated statement of activities and change in net assets. State equalization funding is generally
received in monthly payments from the Arizona Department of Education and is based on a dollar amount
per student enrolled at certain measurement points during the academic year.

For the year ended June 30, 2023, exchange transaction revenue recognized under a point in time
convention totaled approximately $2,347,000 and revenue recognized under an over time convention
totaled approximately $2,330,000.

Accounts receivable for revenue recognized under Topic 606 are due to the Clubs unconditionally and thus
are not contract assets. Accounts receivable for revenue recognized under Topic 606 totaled approximately
$137,900 and $36,100 as of June 30, 2023 and July 1, 2022, respectively. The Clubs does not incur
significant costs to obtain contracts as defined in ASC 340. The Clubs does incur costs to fulfill contracts,
but these costs do not meet the capitalization criteria as defined in ASC 340 and are expensed as incurred.
There are no contract assets as of June 30, 2023 and July 1, 2022. There are no material contract liabilities
as of June 30, 2023 and July 1, 2022.

The Clubs does not have a significant financing components as payment is generally received in a
customary time frame for customers. The Clubs has elected the practical expedient under ASC 606-10-32-
18 to not further assess the presence of a significant financing component.

Cash and cash equivalents - Cash consists of cash and, at times, cash equivalents consisting of highly
liquid financial instruments purchased with original maturities of three months or less. Deposits at each
financial institution are insured in limited amounts by the Federal Deposit Insurance Corporation (“FDIC”).

Promises to give - Unconditional promises to give (pledges) that are to be collected within one year are
recorded at net realizable value. Unconditional promises to give that are expected to be collected in future
years are initially recorded at the fair value of their estimated future cash flows as of the date of the promise
to give through the use of a present value discount technique. In periods subsequent to initial recognition,
unconditional promises to give are reported at the amount management expects to collect and are
discounted over the collection period using the same discount rate as determined at the time of initial
recognition. The discount rate determined at the initial recognition of the unconditional promise to give is
based upon management's assessment of many factors, including when the receivable is expected to be
collected, the creditworthiness of the other parties, the Clubs’ past collection experience and its policies
concerning the enforcement of promises to give, expectations about possible variations in the amount or
timing, or both, of the cash flows, and other factors concerning the pledge’s collectability. Amortization of
the discounts is included in support from contributions.

Grants and contracts receivable - Grants and contracts receivable are stated at the amount management
expects to collect under the terms of the agreements. Management provides for probable uncollectible
amounts, if considered necessary, through a charge to earnings and a credit to a valuation allowance based
on their assessment of the current status of the individual amounts. Balances that are still outstanding after
management has used reasonable collection efforts are written off through a charge to the valuation
allowance and a credit to grants and contracts receivable.

-11-
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies (continued)

Investments - The Clubs account for their investments in accordance with FASB ASC 958-320,
Investments-Debt Securities and FASB ASC 958-321, Investments - Equity Securities. Under FASB ASC
958-320 and 958-321, the Clubs are required to report investments in equity and debt securities at fair
value. The fair values of investments with readily determinable fair value are based on quoted market
prices.

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

The Clubs investments are primarily invested for long-term goals and are reported as long-term assets.

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

Land improvements 17 years
Buildings and improvements 3 to 30 years
Furniture and equipment 3to 5Syears

Impairment of long-lived assets - The Clubs account for long-lived assets in accordance with the
provisions of FASB ASC 360, Property, Plant, and Equipment. FASB ASC 360 requires that long-lived
assets be reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to future undiscounted net cash flows expected to be
generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets.
Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. No
impairment charges were recorded for the year ended June 30, 2023.

Special events revenue - The Clubs conduct special events in which a portion of the gross proceeds paid
by the participant represents payment for the direct cost of the benefits received by the participant at the
event. Unless a verifiable, objective means exists to demonstrate otherwise, the fair value of meals and
entertainment provided at special events is measured at the actual cost to the Clubs. The direct costs of the
special events which ultimately benefit the donor rather than the Clubs are recorded as costs of direct donor
benefits. All proceeds received in excess of the direct costs are recorded as gross profit on special events
in the accompanying consolidated statement of activities and changes in net assets.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies (continued)

Donated facilities, materials and services (in-kinds) - Donated facilities and materials are reflected as
contributions in the consolidated statement of activities and change in net assets at their estimated fair
values at the date of receipt. The Clubs’ general practice is to utilize donated items at the program level for
which the items were intended to support. During the year ended June 30, 2023, the Clubs did not monetize
any in-kind contributions and there were no donor restrictions on the in-kind contributions.

Donated services are recognized as contributions in accordance with FASB ASC 958-605 if the services (a)
create or enhance nonfinancial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased. No amounts have been reflected in the consolidated financial
statements for certain donated volunteer services because they did not qualify for recording under the
guidelines of FASB ASC 958-605; however, a substantial number of volunteers have donated significant
amounts of their time in the Clubs' program services and fundraising campaigns. Management estimates
that the unrecorded value of donated services was $283,584 for the year ended June 30, 2023.

The Clubs received the following donated materials and services for the year ended June 30, 2023:

Used for Amount
Donated leased land and space Program $ 1,242,986
Other Various 308,300
$ 1,551.286

Donated leased space includes annual agreements between the Clubs and lessors where the Clubs lease
shared space for nominal rent. The annual value of the donated leased space is determined through
estimates of fair market rent based on observable market inputs. Other donated materials and services are
valued using estimated prices of identical or similar services and products in the local retail markets (Level
2 inputs) based on information provided by third parties and independent outside agencies.

Functional expenses - Expenses are charged to program services, management and general, and
fundraising categories based on direct expenditures incurred. Any expenditures not directly chargeable are
allocated based on personnel activity or other appropriate indicators as follows:

Expense Method of Allocation
Salaries and benefits Time and effort
Occupancy Square Footage
Depreciation Square footage
Professional fees Full time equivalent

Income tax status - The Clubs qualify as a tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code (‘IRC”) and, accordingly, there is no provision for income taxes. In addition, the Clubs
qualify for the charitable contribution deduction under Section 170 of the IRC and have been classified as
an organization that is not a private foundation. Income determined to be unrelated business taxable
income (“UBTI") would be taxable. BG Development, LLC, BGC Managers, LLC, and AZ Youthforce, LLC
are treated as disregarded entities for income tax purposes, and accordingly, all income and expenses are
passed through to the Clubs.

The Clubs evaluate their uncertain tax positions, if any, on a continual basis through review of their policies
and procedures, review of their regular tax filings, and discussions with outside experts. The Clubs believe
that they have appropriate support for any tax positions taken, and as such, do not have any uncertain tax
positions that are material to the consolidated financial statements.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Clubs operations and summary of significant accounting policies (continued)

The Club’s federal Return of Organizations Exempt from Income Tax (Form 990) for the year ended June
30, 2023 has not yet been filed. The Clubs federal Return of Organizations Exempt from Income Tax (Form
990) for the fiscal periods ending June 30, 2020, 2021 and 2022 are subject to examination by the IRS,
generally for the three years after they were filed.

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

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

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

Level 3: Unobservable inputs for the asset or liability.

Leases - Effective July 1, 2022, the Clubs adopted FASB Accounting Standards Update (*ASU”) 2016-02,
Leases (Topic 842) using the modified retrospective approach. Upon adoption of Topic 842, the Clubs
elected the package of practical expedients permitted under the transition guidance withing the new
standard, which among other things, allowed the Clubs to not reassess whether a contract is or contains a
lease, carry forward the historical lease classification, and use the hindsight approach when determining the
lease term. In addition, the Clubs made an accounting policy election not to separate non-lease
components from lease components for all existing classes of underlying assets. The Clubs also made an
accounting policy election to not record right of use (“ROU”) assets and lease liabilities for leases with an
initial term of twelve months or less on the accompanying consolidated statement of financial position.
Upon adoption as of July 1, 2022, the Clubs recognized approximately $1,125,000 of operating lease right-
of-use assets. Approximately $150,000 of capital lease assets as of June 30, 2022 were classified as
finance leases as of the adoption date. Upon adoption, the Clubs recognized approximately $1,125,000 of
operating lease liabilities and $150,000 of finance lease liabilities.

The Clubs determine if a contract or arrangement is, or contains, a lease at inception. ROU assets
represent the Clubs’ right to use an underlying asset for the lease term and lease liabilities represent an
obligation to make lease payments arising from the lease.

ROU assets and liabilities are recognized at commencement date based on the present value of lease
payments over the lease term. The Clubs elected the private company accounting alternative to use a risk-
free discount rate for all classes of underlying assets based on the information available at commencement
date in determining the present value of lease payments. The ROU assets include any prepaid lease
payments and additional direct costs and excludes lease incentives. The Clubs’ lease terms may include
options to extend or terminate the lease when it is reasonably certain that the option will be exercised.

Subsequent events - The Clubs have evaluated events through December 8, 2023, which is the date the
consolidated financial statements were available to be issued.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Liquidity and availability of resources

The following represents the Clubs financial assets at June 30, 2023:

Cash and cash equivalents and restricted cash $ 3,368,325
Receivables 4,753,146
Investments 10,693,742
Cash surrender value of life insurance 158,474
Total financial assets 18,973,687
Less contractual or donor-imposed restrictions:
Capital campaign and facilities remodel (436,580)
Restricted for specific clubs or programs not expected to be used
within the next twelve months (5,257,953)
Board designated net assets without donor restrictions (272,621)
Scholarship fund (357,336)
Total financial assets available for general expenditure
within the next twelve months $ 12,649,197

The Clubs goal is generally to maintain financial assets to meet at least 90 days of cash operating
expenses (approximately $6 million). As part of its liquidity plan, excess cash is invested in short-term
investments, including asset allocation mutual funds and short-term fixed income mutual funds. Although
investments are classified as long-term based on management’s intent, the investments held by the Clubs
can be readily liquidated to support general expenditures within the next twelve months. The Clubs has a
$300,000 line of credit and $500,000 line of credit to meet cash flow needs (see Note 8).

Receivables

Receivables consist of the following as of June 30, 2023:

Unconditional promises to give due in less than one year $ 3,277,275
Unconditional promises to give due in two to five years 100,112
Capital receivables 183,677
Grants and contracts 1,136,900
Event receivables 55,182
Total receivables $ 4,753,146

The Clubs’ receivables consist of amounts due from Boys & Girls Clubs of the Valley Foundation

(“Foundation”), government agencies, irrevocable trusts and other parties and, accordingly, credit risk is
limited.

All receivable balances at June 30, 2023 are considered fully collectible by management and, accordingly,
an allowance for doubtful account has not been provided.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Investments

Investments consist of the following as of June 30, 2023:

Capital appreciation mutual funds:

Asset allocation funds $ 5,506,056
Equities 23,883
Exchange Traded Funds 531,621
Capital preservation funds:
Fixed income bond mutual funds-short term 1,688,180
Fixed income government securities 1,240,430
Certificates of deposit 1,697,571
Other capital preservation fund 6,001
Total capital preservation funds 4,632,182
Total investments $ 10,693,742

Property and equipment

Property and equipment consist of the following as of June 30, 2023:

Cost and donated value:

Land $ 3,062,495
Buildings and improvements 41,067,071
Furniture and equipment 7,809,196
Construction in progress 60,917
Total cost and donated value 51,999,679
Accumulated depreciation (32,823,120)
Property and equipment, net $ 19,176,559

Depreciation expense charged to operations was $1,670,947 for the year ended June 30, 2023.
Donated facilities receivable

The Clubs is a party to various long-term land lease agreements and shared use lease agreements with
school districts and municipalities whereby the Clubs is provided access to land and/or space in a building
for nominal rent. The land leases range from 30 to 99 years and the shared use leases range from 4 to 6
years, generally with options to renew. The leases are noncancellable except for matters of default by the
Clubs. The Clubs recognizes a receivable for the donated use of the land and shared use buildings, an
unconditional contribution by the donors. To determine the value of the receivable, the Clubs uses the
lesser of the fair value of the leased premises or the fair value rent payments discounted over the lease
term using a discount rate. Amortization of the receivable is recognized as rent expense on an annual
basis. For the year ended June 30, 2023, the Clubs recognized $1,049,812 of amortization on this donated
facilities receivable. As of June 30, 2023, the unamortized balance of the donated facilities receivable and
accompanying discount, of $627,000, totaled approximately $2,923,000.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Donated facilities receivable (continued)

Future amortization of the donated facilities receivable and accompanying discount is as follows:

Years Ending June 30,

2024 $ 936,942
2025 490,530
2026 173,384
2027 151,910
2028 151,910
Thereafter 1,018,402

Total unamortized lease receivable $ 2,923,078

Cash surrender value of life insurance

The Clubs are the beneficiary of a life insurance policy of a board member. The face amount of the policy is
approximately $500,000 .The policy is recorded at its cash surrender value. Policy earnings and expenses
are included in the accompanying consolidated statement of activities and change in net assets.

Long-term debt

Long-term debt includes interest free notes payable to the City of Phoenix, procured via the U.S.
Department of HUD — CDBG, for various maintenance and Improvement projects at branch locations. The
principal balance of the notes is forgiven from the certificate of completion date (January 31, 2013, February
24, 2014, May 28, 2015, May 24, 2016, May 8, 2017, November 1, 2018 and September 3, 2020,
respectively) over 10 years, at 20 percent per year over the last five years of the term of the notes, provided
the properties are used exclusively for low and moderate income persons or eligible programs. If the Clubs
fail to comply with the grant restrictions, the Clubs will be required to repay the full amount of the notes on
demand. At June 30, 2023, $264,899 was outstanding under these notes.

During fiscal 2016, the Clubs obtained a $300,000 line of credit which had a maturity date of July 1, 2020.
The maturity date has been extended through October 1, 2024. Interest will be the indexed rate of the
lender, which is their prime rate. The indexed rate was approximately 4.50% at June 30, 2023. No amounts
are outstanding under this line of credit as of June 30, 2023.

The Clubs also has a $500,000 operating line of credit with a bank, with interest payable at 8.25% with no
maturity date. At June 30, 2023, no amounts are outstanding under this line of credit.

At June 30, 2023, estimated annual maturities of long-term debt outstanding are as follows:

Years Ending June 30,

2024 $ 33,644
2025 48,643
2026 50,274
2027 43,134
2028 34,734
Thereafter 54,470

Total annual debt maturities $ 264,899

-17-



(9)

(10)

(11)

BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Board designated net assets without donor restrictions

The board of directors has designated portions of the net assets without donor restrictions for various
purposes, including staffing, the purchase of supplies, special projects, and operating reserves. Board
designations of $12,150 were released for the purposes of staffing, the purchase of supplies, special
projects, and changes in operating reserves during the year ended June 30, 2023. The remaining board
designated net assets totaled $272,621 as of June 30, 2023.

Net assets with donor restrictions

Net assets with donor restrictions as of June 30, 2023 were as follows:

Purpose restrictions:

Restricted for specific clubs or programs $ 7,499,530
Capital campaign and facilities remodel 2,436,580
Scholarship fund 357,336
Time restrictions:
Donated land and space leases 4,193,666
Collection on future pledges receivable 201,895
Perpetually restricted interest in Foundation net assets (Note 13) __ 5798351
Total net assets with donor restriction $ 20,487,358

The Clubs account for donated land received in July 2014 as restricted for specific clubs or programs in
accordance with specific restrictions placed on the land usage pursuant to a quit-claim deed from the City of
Mesa to the Club. The restriction is in place for a 17-year period, expiring in June 2031. As of June 30,
2023, is included as net assets restricted for specific clubs or programs. The Clubs releases this asset from
restriction over the specified period.

Net assets released from net assets with donor restrictions during the year ended June 30, 2023 were as
follows:

Purpose restrictions:

Scholarship $ 169,746
Capital 264,242
Operations of specific clubs 2,241 577
Time restrictions:
Donated land and space leases 1,208,636
Collection of pledges receivable 58,105
Total releases from net assets with donor restrictions $ 3,942 306

Commitments and contingencies

Litigation - From time to time, the Clubs are involved in various legal actions, occurring in the normal
course of business. In the opinion of management based on consultation with legal counsel, losses, if any,
from these matters are covered by insurance or are immaterial. Management believes that a resulting
liability, if any, will not materially affect the consolidated financial position or results of operations.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Commitments and contingencies (continued)

Contractual commitment - The Clubs entered into an agreement with another organization to manage
their dental clinic beginning July 1, 2019. The contractually obligated payments include monthly payments
of $37,500 through June 30, 2023. The agreement has been extended through March 31, 2024.

Leases

The Clubs has operating and finance leases of facilities, solar panels and equipment. The Clubs assesses
whether the arrangement qualifies as a lease (i.e. conveys the right to control the use of an identified asset
for a period of time in exchange for consideration) at inception and only reassesses its determination if the
terms and conditions of the arrangement are changed. Leases with an initial term of 12 months or less are
not recorded on the consolidated statement of financial position. The Clubs’ building leases often contain
the option to renew the lease after the conclusion of the initial term. Renewal options are only included in
the assessment of the lease and estimate of the right-of-use asset and lease liability when the Clubs is
reasonably certain that it will exercise the options to renew the lease.

The right-of-use asset and lease liability, current and long-term are recorded as individual, separate items in
the consolidated statement of financial position as of June 30, 2023. The assets associated with finance
leases of the Clubs, totaling approximately $102,000 at June 30, 2023, are recorded within property and
equipment in the accompanying consolidated statement of financial position. As of June 30, 2023, the
weighted average remaining lease term of the Clubs’ lease obligations is 6.07 years and 2.58 years for
operating and finance leases, respectively. The weighted average discount rate of the Clubs’ lease
obligations is 2.88% and 2.87% for operating and finance leases, respectively. The lease cash flows for the
year ended June 30, 2023 were $254,918 and $51,017 for operating and finance leases, respectively.

Rent expense associated with leases with noncancellable terms in excess of one year was $308,643 during
the year ended June 30, 2023.

Minimum future rental payments under these noncancellable leases are as follows:

Years Ending June 30, Operating Finance

Leases Leases
2024 $ 252389 $ 43,440
2025 199,991 34,720
2026 110,525 26,483
2027 110,176 1,782

2028 89,705 -

Thereafter 214,379 -
Total minimum future rental payments $ 977,165 $ 106,425
Less: interest (81,019) (4,016)
Present value of lease liabilities $ 896,146 $ 102,409
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Leases (continued)

On July 1, 2022, the Clubs entered into a lease agreement with a lessor for the use of facility space. The
lease agreement terminates on June 30, 2032 with the option to extend after the initial term for two
additional five year terms. Under the lease agreement, the Clubs is obligated to pay the lessor certain
operating costs incurred by the lessor to maintain, repair and operate the facility, including, but not limited
to, maintenance and repair costs, utilities, insurance and taxes. The operating costs to be paid by the Clubs
are set at the discretion of the landlord and are able to be reset throughout the lease term at the discretion
of the lessor. The rent expense from this lease is variable and thus it is recorded as incurred. The future
payments of the operating costs associated with this lease are not included in the right-of-use assets and
lease liabilities above. In December 2022, the Clubs paid the lessor $2,000,000 as an advance payment for
future costs to be incurred in connection with the lease agreement. The Clubs occupied the premises in July
2022 such that one year of expense for use of the facility, approximately $190,000 is charged to occupancy
expense in the accompanying consolidated statement of activities. As of June 30, 2023, the Clubs recorded
prepaid rent for the remaining advance of approximately $1,808,000, with the expected expense to be
incurred for fiscal 2024 being presented as a current asset of $200,000, included in other current assets in
the accompanying consolidated statement of financial position.

Retirement plan

The Clubs have a non-contributory defined contribution pension plan for all employees who meet specified
age and service requirements. The plan is administered by the Clubs. The Clubs made annual contributions
in the amount of 5% of eligible salaries during the year ended June 30, 2023. Total pension expense was
$346,581 during the year ended June 30, 2023.

Related party transactions

The Clubs received contributions from board of director members of $815,613 during the year ended June
30, 2023.

The Clubs received revenues from their national affiliate, The Boys and Girls Clubs of America, of $855,669
during the year ended June 30, 2023.

The Clubs paid dues to their national affiliate, The Boys and Girls Clubs of America, of $20,148 during the
year ended June 30, 2023.

The Clubs recognized contributions from a related organization, Boys & Girls Clubs of the Valley
Foundation (the “Foundation”) totaling $715,312 and reimbursable operational activity costs that were
conducted by staff of the Clubs totaling $198,670 during the year ended June 30, 2023. As of June 30,
2023, $2,117,732 in receivables from the Foundation is included in the accompanying consolidated
statement of financial position.
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended June 30, 2023

Interest in Foundation net assets

The Clubs and the Foundation, a separate 501(c)(3) organization, are financially interrelated organizations
as defined by FASB ASC 958-605, Not-for-Profit Entities - Revenue Recognition. The Foundation has a
separate Board of Trustees of which the Clubs do not have a controlling interest. The Foundation collects
and manages funds exclusively for the benefit of the Clubs. As such, the Clubs are the beneficiary of and
have an explicit ongoing economic interest in the net assets of the Foundation. The economic interest
recorded in the accompanying consolidated statement of financial position represents the Clubs’ beneficial
interest in the net assets of the Foundation. The Clubs’ beneficial interest in the net assets of the
Foundation totaled $18,236,052 as of June 30, 2023.

Summarized financial information of the Foundation as of June 30, 2023 is as follows:

Total assets $ 20,369,564
Total liabilities $ 2133512
Net assets
Net assets without donor restrictions 12,437,701
Net assets with perpetual donor restrictions 5,798,351
Total net assets $ 18,236,052
Total revenue $ 2,624,394
Total expenses and losses (1,136,817)
Change in Foundation net assets $ 1,487,577

The assets of the Foundation consist primarily of investments that are measured at fair value using Level 1
observable inputs. The liabilities of the Foundation consist primarily of amounts due to the Clubs.

Fair value measurements

The following table summarizes the valuation of the Clubs’ assets and liabilities subject to recurring fair
value measurement by the above FASB ASC 820 categories as of June 30, 2023:

Total Level 1 Level 2 Level 3

Capital appreciation mutual funds:
Asset allocation funds $ 5506056 $ 5,506,056 $ - $ -
Equities 23,883 23,883 - -
Exchange Traded Funds 531,621 531,621 - -

Capital preservation funds:

Fixed income bond mutual funds-short term 1,688,180 1,688,180 - -
Fixed income bond government securities 1,240,430 1,240,430 - -
Certificates of deposit 1,697,571 - 1,697,571 -
Other capital preservation fund 6,001 6,001 - -
Total capital preservation funds 4,632,182 2,934,611 1,697,571 -
Total investments at fair value $ 10,693,742 $ 8,996,171 $ 1697571 $ -
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2023

Pass-Through

Assistance
Listing Contract Grantor's Passed to Federal
Federal Grantor / Pass-Through Agency / Program or Cluster Title Number Number Identifying Numb Subrecipi Expenditures
U.S. Department of Agriculture
Child Nutrition Cluster
Passed through Arizona Department of Education
Summer Food Service Program for Children 10.559 Unknown Unknown $ - $ 415,058
National School Lunch Program 10.555 07-86-13 Unknown - 102,117
Total Child Nutrition Cluster (10.555 and 10.559) - 517,175
Passed through Arizona Department of Education
Child and Adult Care Food Program 10.558 Unknown Unknown - 758,590
Total U.S. Department of Agriculture - 1,275,765
U.S. Department of Housing and Urban Development
Passed through City of Glendale
Community Development Block Grants / Entitlement Grants 14.218 C22-1042 Unknown - 14,395
Passed through City of Mesa
Community Development Block Grants / Entitlement Grants 14.218 20000009 Unknown - 152,413
Community Development Block Grants / Entitlement Grants 14.218 20000121 Unknown - 296,502
Passed through City of Phoenix
Community Development Block Grants / Entitlement Grants 14.218 144193 Unknown - 42,000
Community Development Block Grants / Entitlement Grants 14.218 141741 Unknown - 28,560
Community Development Block Grants / Entitlement Grants 14.218 139791-0 Unknown - 18,312
Community Development Block Grants / Entitlement Grants 14.218 136847-0 Unknown - 36,000
Community Development Block Grants / Entitlement Grants 14.218 148940-0 Unknown - 75,000
Community Development Block Grants / Entitlement Grants 14.218 132809 Unknown - 24,349
Community Development Block Grants / Entitlement Grants 14.218 157312-0 Unknown - 30,000
Community Development Block Grants / Entitlement Grants 14.218 152009-0 Unknown - 98,671
Total U.S. Department of Housing and Urban Development - 816,202
U.S. Department of Justice
Passed through Boys and Girls Clubs of America
Juvenile Mentoring Program 16.726 OJP 2021-49771 Unknown - 10,814
Juvenile Mentoring Program 16.726 OJP 2021-49766 Unknown - 14,927
Juvenile Mentoring Program 16.726 OJP 2021-49765 Unknown - 9,815
Juvenile Mentoring Program 16.726 OJP 2021-49764 Unknown - 17,320
Juvenile Mentoring Program 16.726 OJP 2021-49772 Unknown - 10,000
Juvenile Mentoring Program 16.726 OJP 2021-49769 Unknown - 13,984
Juvenile Mentoring Program 16.726 OJP 2021-49768 Unknown - 11,148
Juvenile Mentoring Program 16.726 OJP 2021-49770 Unknown - 11,570
Juvenile Mentoring Program 16.726 OJP 2021-49762 Unknown - 10,768
Juvenile Mentoring Program 16.726 OJP 2021-49763 Unknown - 17,153
Juvenile Mentoring Program 16.726 OJP 2021-49767 Unknown - 14,000
Total U.S. Department of Justice - 141,499
U.S. Department of Education
Passed through Arizona Department of Education
Title | Grants to Local Educational Agencies 84.010A 23FT1TTI-110117-01A Unknown - 88,705
Title | Grants to Local Educational Agencies 84.010A 23FETSIG-310117-01A Unknown - 4,322
Higher Education Institutional Aid 84.031 2023 Consortium Unknown - 5,585
Supportive Effective Instruction State Grants 84.367A 21FT1TII-110117-03A Unknown - 13,104
Student Support and Academic Enrichment Program 84.424A 21FT4TIV-110117-01A Unknown - 10,030
Americorps 94.006 AC-FOR-21-090121-08Y2 Unknown - 76,511
Passed through Arizona Department of Education
COVID-19 - Elementary and Secondary School Emergency Relief (ESSER) Fund 84.425D 21FESSII-110117-01A Unknown - 26,320
COVID-19 - Elementary and Secondary School Emergency Relief (ESSER) Fund 84.425U CTR060348 Unknown 587,074 894,479
COVID-19 - Elementary and Secondary School Emergency Relief (ESSER) Fund 84.425U 21FESIII-110117-01A Unknown - 246,819
Passed through Arizona Alliance of Boys & Girls Clubs
COVID-19 - Governor's Emergency Economic Relief (GEER) 84.425C GR-GEER-BGCV-010122-01 Unknown - 130,988
COVID-19 - Governor's Emergency Economic Relief (GEER) Technology 84.425C Unknown Unknown - 124,213
Total Education Stabilization Fund (84.425) 587,074 1,422,819
Special Education Cluster (IDEA)
Special Education - Grants to States (IDEA, Part B) 84.027A 23FESCBG-110117-09A - 50,248
Special Education - Preschool Grants (IDEA Preschool) 84.173A 23FECCBP-110117-37A - 1,161
Special Education - Preschool Grants (IDEA Preschool) 84.173X 23FARPIP-310117-01A - 720
COVID-19 - Special Education - Grants to States (IDEA, Part B) 84.027X 23FARPIB-210117-01A - 9,643
Total Special Education Cluster (84.027 and 84.173) - 61,772
Total U.S. Department of Education 587,074 1,682,848
U.S. Department of Treasury
Passed through Arizona Alliance of Boys & Girls Clubs
COVID-19 - Coronavirus State & Local Fiscal Recovery Funds 21.027 Unknown Unknown - 1,825,642
Passed through City of Yuma
COVID-19 - Coronavirus State & Local Fiscal Recovery Funds 21.027 Unknown Unknown - 100,000
Passed through City of Avondale
COVID-19 - Coronavirus State & Local Fiscal Recovery Funds 21.027 Unknown Unknown - 45,000
COVID-19 - Coronavirus State & Local Fiscal Recovery Funds 21.027 Unknown Unknown - 8,000
Total U.S. Department of Treasury - 1,978,642
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 587,074 § 5,894,956

See Independent Auditors' Report
See Notes to the Schedule of Expenditures of Federal Awards
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2023

Basis of presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the federal
award activity of Boys & Girls Clubs of the Valley, Inc and Subsidiaries. under programs of the federal
government for the year ended June 30, 2023. The information in this Schedule is presented in accordance
with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform Guidance”). Because
the Schedule presents only a selected portion of the operations of Boys & Girls Clubs of the Valley, Inc.
and Subsidiaries, it is not intended to and does not present the consolidated financial position, change in
net assets or cash flows of Boys & Girls Clubs of the Valley, Inc. and Subsidiaries.

Summary of significant accounting policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following, as applicable, either the cost principles contained in OMB (“Office of Management
and Budget”) Circular A-122, Cost Principles for Non-profit Organizations, or the cost principles contained in
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are
limited as to reimbursement. Boys & Girls Clubs of the Valley, Inc. and Subsidiaries has elected not to
use the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance.

Loans outstanding

Boys & Girls Clubs of the Valley, Inc. and Subsidiaries has loans outstanding for various maintenance
and improvement projects at branch locations which are funded through Community Development Block
Grants. Loans outstanding at the beginning of the year, as well as new loans established during the year
ended June 30, 2023, are included in the federal expenditures presented in the accompanying schedule of
expenditures of federal awards. The balance of loans outstanding at June 30, 2023 consists of:

Federal
Assistance
Federal Grantor/Program/ Listing Pass-Through Federal
Pass-Through Agency Number Number Expenditures
U.S. Department of Housing and Urban
Development
Passed through the City of Phoenix
Community Development Block Grant/Entitlement
Grants 14.218
City of Phoenix 144193 $ 33,600
City of Phoenix 141741 21,420
City of Phoenix 139791-0 12,208
City of Phoenix 136847-0 24,000
City of Phoenix 148940-0 75,000
City of Phoenix 152009-0 98,671
Total loans outstanding $ 264,899
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the consolidated financial
statements of Boys & Girls Clubs of the Valley, Inc. and Subsidiaries (the “Clubs”), which comprise
the consolidated statement of financial position as of June 30, 2023, and the related consolidated
statements of activities and change in net assets, functional expenses and cash flows for year then
ended, and the related notes to the consolidated financial statements, and have issued our report
thereon dated December 8, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered the
Clubs’ 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 consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Clubs’ internal control. Accordingly, we do not express an opinion on the
effectiveness of the Clubs’ 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 consolidated 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.

Mayer Hoffman McCann P.C.

An Independent CPA Firm Phone: 602.264.6835

4722 N. 24" Street, Suite 300 Fax: 602.265.7631

Phoenix, AZ 85016 mhmcpa.com A member of Kreston Global — a global network of accounting firms




Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. 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 in internal control over financial reporting may exist that were
not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Clubs’ consolidated financial
statements are free from material misstatement, we performed tests of their compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the consolidated 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.

W}%ﬁﬂﬂn ZCaan L.

December 8, 2023



{MHM

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors of

BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Boys & Girls Clubs of the Valley, Inc. and Subsidiaries’ (the “Clubs”) 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 Boys & Girls Clubs of the Valley, Inc.
and Subsidiaries’ major federal programs for the year ended June 30, 2023. Boys & Girls Clubs of
the Valley, Inc. and Subsidiaries’ major federal programs are identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs.

In our opinion, the Clubs complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on their major federal programs.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America (“GAAS”); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States of America;
and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform
Guidance”). Our responsibilities under those standards and the Uniform Guidance are further
described in the Auditors’ Responsibilities for the Audit of Compliance section of our report. We are
required to be independent of the Clubs and to meet our other ethical responsibilities, in accordance
with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major
federal program. Our audit does not provide a legal determination of the Clubs’ compliance with the
compliance requirements referred to above.

Mayer Hoffman McCann P.C.

An Independent CPA Firm Phone: 602.264.6835

4722 N. 24" Street, Suite 300 Fax: 602.265.7631

Phoenix, AZ 85016 mhmcpa.com A member of Kreston Global — a global network of accounting firms




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 Clubs’ federal programs.

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether to do with fraud or error, and express
an opinion on the Clubs’ compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always
detect a material noncompliance when it exists. The risk of not detecting a 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 Clubs’ compliance with the requirements of
each major program as a whole.

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

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 Clubs’ compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the Clubs’ 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 Clubs’ 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 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.



Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for 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.

Wg%ﬁndq 77{%Cm PC.

December 8, 2023



BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2023

Section | - Summary of Auditor’s Results
Financial Statements

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

Internal control over financial reporting:

e Material weakness(es) identified? No

¢ Significant deficiency(ies) identified? No
Noncompliance material to the consolidated financial statements noted? No
Federal Awards

Internal control over major federal programs:

e Material weakness(es) identified? No
e Significant deficiency(ies) identified? None
Reported
Type of Auditors’ Report issued on compliance for major federal programs: Unmodified

Any audit findings disclosed that are required to be reported in accordance with 2 CFR section
200.516(a)? No

Identification of major programs:

Assistance Listing Number Name of Federal Program or Cluster

84.425D, 84.425C & 84.425U Education Stabilization Fund

21.027 Coronavirus State and Local Fiscal Recovery
Funds

14.218 Community Development Block

Grants/Entitlement Grants

Dollar threshold used to distinguish between type A and type B
programs: $750,000

Auditee qualified as low-risk auditee? No
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BOYS & GIRLS CLUBS OF THE VALLEY, INC. AND SUBSIDIARIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2023

Section Il - Financial Statement Findings

None noted
Section Ill — Federal Awards Findings
None noted
Section IV — Status of Prior Years Findings
Item: 2022-001
Subject: Capitalization of long-lived assets

Criteria or Specific Management is responsible for preparing financial statements that comply with U.S.

Requirement: Generally Accepted Accounting Principles (“U.S. GAAP”) and to design and maintain
internal controls that prevent and detect material misstatements. Long-lived assets
acquired by Boys & Girls Clubs of the Valley, Inc. and Subsidiaries that meet the
requirements for capitalization under U.S. GAAP should be recorded properly within
the financial statements.

Condition: Certain long-lived assets acquired by Boys & Girls Clubs of the Valley, Inc. and
Subsidiaries via bulk purchases were not capitalized due to the adherence to the
Organization’s capitalization policy, which is a non-U.S. GAAP accounting policy. This
resulted in a misstatement of the consolidated financial statements that was more than
trivial in nature, but not material to the consolidated financial statements taken as a
whole.

Cause: Boys & Girls Clubs of the Valley, Inc. and Subsidiaries’ capitalization policy does
not contemplate the bulk purchase of a large volume of long-lived assets with
individual unit costs below the policy’s established capitalization threshold.

Effect: The consolidated financial statements were misstated and not presented in
accordance with U.S. GAAP. Accordingly, an audit adjustment was proposed to
correct the misstatement. The cumulative impact of the error was an addition to
property and equipment and reduction of the fiscal year expenditures of $581,000.
This is deemed to be a significant deficiency in internal control over financial reporting.

Type of Finding: Significant deficiency in internal control over financial reporting

Current Status: Corrective action taken
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