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‘ Results and Deliverables

‘ Financial Statement Highlights
‘ Required Communication

‘ Internal Control Matters

‘m ©2024 CliftonLarsonAllen LLP




| 4

Results of Professional Services

|dentified Significant / Fraud Risks/Transactions

* Revenue Recognition

* Management Override of Controls

e Adoption of new Current Expected Credit Losses (CECL) methodology.
e Single Audit Required- Provider Relief Funds

® One minor audit adjustment

Other Matters

* Finance department was very timely with our audit requests, especially in a hybrid environment
e Restricted donations need to be in writing

e Endowment fund descriptions update for consistency with board-designated and permanently
restricted terminology
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Deliverables

Report on the Financial
Statements

Report on Internal
Control over
Compliance with Major
Program Requirements
(Uniform Guidance)
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Reporting
(Yellow Book)

Form 990 and State
Filing
(To be completed once
audit is finished)
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Net Asset Composition
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Revenue and Expense
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e Total Revenue

Total Expense

Year Total Revenue  Total Expense
2019 $ 9,507,803 S 9,033,608
2020 S 6,881,694 S 7,151,179
2021 S 9,092,645 S 7,127,905
2022 S 8,454,118 S 8,369,046
2023 S 9,667,232 S 8,878,632

Highlights

*Increase in revenue from 2022 to 2023 is primary related to an
increase in Medical Assistance revenue of $1.43M. This was
partially offset by decreases in unrestricted contributions of
S826K.

*QOverall contract revenue also increased by $189K. This is also
related to bringing more clients back and price adjustments.

*Increase in expenses from 2022 to 2023 is primarily due to Staff
Salary and benefits increases during 2023 along with an increase
in in-kind expenses.



Revenue Composition

Highlights
$10,000,000

$9,000,000 *From 2019 to 2020 the revenue breakdown shifted. This is primarily due
$8,000,000 to the impact of the COVID-19 pandemic.
$7,000,000 *From 2020 to 2021 the revenue breakout shifted again.
$6,000,000 AProgram Service Revenue: Due primarily to the increase in Medical
$5 000,000 Assistance Per Diem revenue due to bringing more clients back.
4' ’ AContributions and Other: Continued support from PPP loan forgiveness,
»4,000,000 and Employee Retention Credit.
$3,000,000
$2,000,000
31,000,000 *From 2021 to 2022 the revenue breakout is relatively consistent outside

s of contributions & other.
2019 2020 2021 2022 2023 AContributions and Other: Decrease due to PPP Loan Forgiveness and
Employee Retention Credit received in 2021 but not 2022 partially offset

B Program Services Vocational Business Activities Contrib & Other by Provider Relief Funding received in 2022

Vocational *From 2022 to 2023 the revenue breakout is relatively consistent outside
Business of program service revenue. Total numbers have now exceeded pre-
Program Services Activities Contrib & Other Total Revenue  pandemic numbers.

2019 S 7,062,068 S 1,864,548 S 581,187 S 9,507,803 AContributions and Other: Slight decrease in 2023 due to decreases in
2020 $ 2,541,939 $ 1,036901 S 3,302,854 S 6,881,694  unrestricted contributions.
2021 S 4,426,959 S 1,440,657 S 3,225,029 S 9,092,645 AProgram Service Revenue: Has steadily been increasing as activities
2022 $ 5,240,895 $ 1,487,902 $ 1,725321 $ 8,454,118 slowly return to pre-pandemic volumes. Increase in 2023 primarily due to
2023 $ 668479 S 1,677,838 S 1,304,598 $ 9,667,232 increased medical assistance revenue.
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Program Service Revenue
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W Medical Assistance
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2019 2020

Medical Counties, Cities,
Assistance and School
S 5,108,292 S 779,820
S 2,061,725 § 266,230
S 3,802961 S 304,133
S 4,614,526 S 282,579
S 6,046,648 S 265,971
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2021

Counties, Cities, and School

Private Billings

v n-ununon

2022

2023

Private Billings

127,072
128,392
198,184
236,819
303,806

W Other

Other
126,066
85,592
121,681
106,971
68,371

Highlights

*From 2019 to 2020 the revenue breakdown shifted greatly. This was due
to the impact of the COVID-19 pandemic and the related closures.

*From 2020 to 2021 the revenue breakout shifted again.
AThe year of rebuilding
A Medical Assistance increased approx. $1,700,000
ACounties, Cities School increased approx. $37,000
APrivate Billings increased approx. $70,000
AQOther (DEED State Grant income) increased approx. $36,000

*From 2021 to 2022 the revenue breakout is relatively consistent.
AAnother year of rebuilding
AMedical Assistance increased approx. $812,000
ACounties, Cities School decreased approx. $22,000
APrivate Billings increased approx. $39,000
AQther (DEED State Grant income) decreased approx. $15,000

*From 2022 to 2023 the revenue breakout is relatively consistent.
AActivities have now exceeded pre-pandemic numbers.
A Medical Assistance increased approx. $1,400,000
ACounties, Cities School decreased approx. $16,000
APrivate Billings increased approx. $67,000
AQther (DEED State Grant income) decreased approx. $39,000



Vocational Revenue Profit Margins
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2019
19%
-28%
9%
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I Producti

m 2019

2020

2020
12%
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Expense Composition Table

2020
2021
2022
2023

2020
2021
2022
2023

v N n n

Staff
Wages/Ben

5,420,786
5,006,100
5,595,429
5,965,761

Staff
Wages/Ben

79%
55%
66%
62%
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Client
Wages/Ben

399,765
665,233
692,385
692,715

v n un n

Total Dollars per Category

Bldg/Equip

419,306
431,637
487,818
483,003

v n unn

Transp

198,754
336,167
443,481
431,687

v n unn

Dep/Amort

414,684
379,637
328,464
311,882

Total Category as a Percentage of Revenue

Client
Wages/Ben

6%
7%
8%
7%

Bldg/Equip
6%
5%
6%
5%

Transp
3%
4%
5%
4%

Dep/Amort
6%
4%
4%
3%

In-Kind

S
S

440,313 $
518,596 S

In-Kind

0%
0%
5%
5%

Other

297,884
309,131
381,156
474,988

Other

4%
3%
5%
5%
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Functional Expense Trending
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Required Communications

Our Responsibility Under Generally
Accepted Auditing Standards, Government
Auditing Standards, and Title 2 U.S. Code
of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost
Principles, and Audit Requirements for
Federal Awards (Uniform Guidance)

Planned Scope and Timing of the Audit

Other Information in Documents
Containing the Audited Financial
Statements

©2024 CliftonLarsonAllen LLP

Express an opinion on the fair presentation of the financial statements in conformity with GAAP

Plan and perform the audit to obtain reasonable, but not absolute, assurance that the financial statements are free of
material misstatement

Evaluate internal control over financial reporting and over compliance requirements for direct and material major
federal programs

Utilize a risk-based audit approach

Communicate significant matters to appropriate parties

Test compliance with certain provisions of laws, regulations, contracts, etc., which could be direct and material to the
financial statement amounts

Test compliance requirements applicable to the major federal programs

Performed the audit according to the planned scope and timing previously communicated during audit planning
discussion

Financial statements may only be used in their entirety
Our approval is required to use our audit report in a client prepared document
We have no responsibility to perform procedures beyond those related to the financial statements
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Required Communications (Continued)

Significant Accounting Policies * Management is responsible for the accounting policies of the organization
* Accounting policies are outlined in Note 1 to the financial statements
* Adoption of new Current Expected Credit Losses (CECL) methodology.
* Accounting policies deemed appropriate
* No unusual transactions occurred

Significant Accounting Estimates * An area of focus under a risk-based audit approach
* Estimates determined by management based on their knowledge and experience
* No significant estimates

Significant Financial Statement Disclosures Concentrations— Note 2
Net Assets — Note 8
Endowment — Note 13

©2024 CliftonLarsonAllen LLP
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Required Communications (Continued)

Supplemental Information

Management Representation
Letter

Other

©2024 CliftonLarsonAllen LLP

Supplementary Schedule of Vocational Business Activities
e Disclaim an opinion as this supplemental schedule is responsibility of management (no assurance
provided by CLA)

Supplemental information is appropriate and complete in relation to our audit
Schedule of Expenditures of Federal Awards (SEFA)
SEFA — engaged to report in relation to the financial statements as a whole

Management will provide the signed representation letter prior to finalization of the audit
reports

No difficulties encountered in performing the audit

No issues discussed prior to retention as independent auditors

No disagreements with management regarding accounting, reporting, or other matters
No consultations with other independent auditors

No other findings or issues were discussed with, or communicated to, management

No significant or unusual transactions

14



Internal Control Matters

Purpose

Material Weakness
Significant Deficiencies

Restricted Use

Results
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Express an opinion on the financial statements, not on the effectiveness of internal controls

Our consideration of internal controls 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. In addition, because
of inherent limitations in internal control, including the possibility of management override of
controls, misstatements due to fraud or error may occur and not be detected by such controls

Reasonable possibility that a material misstatement would not be prevented, or detected and
corrected on a timely basis

Less significant than a material weakness, yet important enough to merit the attention of
governance

This communication is intended solely for the information and use of management, the board
of directors, and others within the Organization, and is not intended to be, and should not be,
used by anyone other than these specified parties

No material weaknesses identified
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Your Industry
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ARTICLE | 3/15/2024 BLOG | 2/27/2024 BLOG | 2/15/2024

The Top 8 Board Duties to Don’t Get Scammed — How Navigating the Complexities
Help Improve Nonprofit to Avoid Nonprofit Donation of Grants Management
Outcomes
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Scams

ARTICLE | 3/19/2024
BLOG | 4/8/2024

Top Tips for Allocating
Expenses for Nonprofit
Grants and Programs

EPA Announces $20 Billion
in Clean Energy Grants to
Selected Nonprofits

16



You don’t have to do it alone

CLA: THE Premier Resource for

Nonprofits, Businesses and
Their Leaders
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Planning, Improving
succession, efficiency
and transition and results

Strategic
Domestic and planning, data
global matters analytics, capitalization,

and sustainability
Opportunity
Wheel
Workforce and Cybersecurity
recruiting and risk
management
Finance,
Governance and accounting,

regulations audit, and taxes
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Plan Audit

ERISA 103(a)(3)(C) Audit to be Issued Upon Approval

Net Assets at 12-31-23 = 53,311,054

Net Assets at 12-31-22 = $2,472,085

Matching contribution : 100% on first 3% deferred (no change from 2022)
No changes to Plan provisions or documents during 2023 Plan year.

Draft Form 5500 (prepared by Empower) still needed prior to issuance

©2024 CliftonLarsonAllen LLP 18



Required Communications

Required Communications

No changes in accounting principles
No significant estimates
No sensitive disclosures
No passed adjustments

Internal Control Matters including Reportable Findings

None noted

©2024 CliftonLarsonAllen LLP 19



Kristin Schmidt, CPA

Signing Director
kristin.schmidt@CLAconnect.com
320-203-5603

Alexis Skinner, CPA

Director
alexis.skinner@CLAconnect.com
320-203-5652

CLAconnect.com
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WACOSA

FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
WACOSA
Waite Park, Minnesota

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of WACOSA (a Minnesota corporation) (the
Organization), which comprise the statements of financial position as of December 31, 2023 and 2022,

and the related statements of activities, functional expenses, and cash flows for the years then ended,
and the related notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of WACOSA, as of December 31, 2023 and 2022, and the changes in
net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of WACOSA, and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions

or events, considered in the aggregate, that raise substantial doubt about WACOSA's ability to continue
as a going concern for one year subsequent to REPORT DATE.
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Board of Directors
WACOSA

Auditors’ Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

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

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

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

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of vocational business activities is presented for purposes of additional analysis and is
not a required part of the financial statements.

Such information is the responsibility of management. The information has not been subjected to the

auditing procedures applied in the audit of the financial statements and, accordingly, we do not express
an opinion or provide any assurance on it.

)



Board of Directors
WACOSA

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

Other Reporting Required by Government Auditing Standards

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

CliftonLarsonAllen LLP

St. Cloud, Minnesota
REPORT DATE
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WACOSA
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2023 AND 2022

2023 2022
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 1,784,424 $ 1,460,421
Investments 5,344,920 4,968,209
Accounts Receivable - Program, Less Allowance for Credit Losses
Accounts of $3,396 for both years ended
December 31, 2023 and 2022. 610,955 521,143
Accounts Receivable - Vocational 112,647 78,362
Other Receivable 1,637 719
Inventory 126,252 118,262
Prepaid Expenses 196,405 86,625
Total Current Assets 8,177,240 7,233,741
PROPERTY AND EQUIPMENT
Land 569,281 569,281
Leasehold Improvements 29,600 29,600
Building 5,847,374 5,815,952
Equipment 1,439,398 1,406,733
Vehicles 1,633,190 1,517,251
Construction in Process 41,950 11,488
Total Property and Equipment 9,560,793 9,350,305
Less: Accumulated Depreciation 5,183,711 4,911,915
Net Property and Equipment 4,377,082 4,438,390
OTHER ASSETS
Operating ROU Assets 66,644 103,913
Financing ROU Assets - 9,824
Total Other Assets 66,644 113,737
Total Assets $ 12,620,966 $ 11,785,868

See accompanying Notes to Financial Statements.
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WACOSA
STATEMENTS OF FINANCIAL POSITION (CONTINUED)
DECEMBER 31, 2023 AND 2022

2023 2022
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current Maturities of Notes Payable $ 87,183 $ 83,326
Current Lease Liability - Operating 26,923 37,271
Current Lease Liability - Financing - 9,499
Accounts Payable 269,214 108,542
Deferred Revenue 2,500 2,500
Accrued Expenses 37,476 26,384
Salaries and Related Benefits Payable 225,516 222,201
Accrued Vacation 274,308 274,377
Total Current Liabilities 923,120 764,100
LONG-TERM DEBT
Notes Payable, Net of Current Maturities
and Unamortized Finance Fees 251,373 336,974
Long-Term Lease Liability - Operating, Net of Current Maturities 39,721 66,642
Total Long-Term Debt 291,094 403,616
Total Liabilities 1,214,214 1,167,716
NET ASSETS
Nets Assets Without Donor Restriction:
Undesignated 3,699,702 3,552,224
Designated 6,003,977 5,696,568
Total Net Assets Without Donor Restriction 9,703,679 9,248,792
Net Assets With Donor Restriction 1,703,073 1,369,360
Total Net Assets 11,406,752 10,618,152
Total Liabilities and Net Assets $ 12,620,966 $ 11,785,868

See accompanying Notes to Financial Statements.
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WACOSA
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2023

Without With
Donor Donor
Restriction Restriction Total
REVENUES AND SUPPORT
Support:
Program Services $ 6,684,796 $ - $ 6,684,796
Contributions 219,049 347,923 566,972
Donated Services and Assets 528,686 - 528,686
Total Support 7,432,531 347,923 7,780,454
Revenue:
Vocational Business Activities 1,677,838 - 1,677,838
Investment Income 178,568 28,323 206,891
Loss on Sale of Property and Equipment (597) - (597)
Other Income 2,646 - 2,646
Subtotal Revenues and Support 9,290,986 376,246 9,667,232
Net Assets Released from Restrictions 42,533 (42,533) -
Total Revenues and Support 9,333,519 333,713 9,667,232
EXPENSES
Program Expenses:
General Program and Transportation 5,451,193 - 5,451,193
Vocational Business Activities 2,077,420 - 2,077,420
Management and General 1,245,292 - 1,245,292
Fundraising 104,727 - 104,727
Total Expenses 8,878,632 - 8,878,632
CHANGE IN NET ASSETS 454,887 333,713 788,600
Net Assets - Beginning of Year 9,248,792 1,369,360 10,618,152
NET ASSETS - END OF YEAR $ 9,703,679 $ 1,703,073 $ 11,406,752

See accompanying Notes to Financial Statements.
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WACOSA
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2022

Without With
Donor Donor
Restriction Restriction Total
REVENUES AND SUPPORT
Support:
Program Services $ 5,240,895 $ - $ 5,240,895
Contributions 1,059,471 351,578 1,411,049
Donated Services and Assets 440,313 - 440,313
Total Support 6,740,679 351,578 7,092,257
Revenue:
Vocational Business Activities 1,487,902 - 1,487,902
Investment Loss (122,715) (19,388) (142,103)
Gain on Sale of Property and Equipment 3,275 - 3,275
Other Income 12,787 - 12,787
Subtotal Revenues and Support 8,121,928 332,190 8,454,118
Net Assets Released from Restrictions 66,850 (66,850) -
Total Revenues and Support 8,188,778 265,340 8,454,118
EXPENSES
Program Expenses:
General Program and Transportation 5,004,730 - 5,004,730
Vocational Business Activities 1,960,975 - 1,960,975
Management and General 1,313,378 - 1,313,378
Fundraising 89,963 - 89,963
Total Expenses 8,369,046 - 8,369,046
CHANGE IN NET ASSETS (180,268) 265,340 85,072
Net Assets - Beginning of Year 9,429,060 1,104,020 10,533,080
NET ASSETS - END OF YEAR $ 9,248,792 $ 1,369,360 $ 10,618,152

See accompanying Notes to Financial Statements.
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Salaries

Benefits

Staff Travel and Mileage
Supplies

Minor Equipment and Repairs
Rent

Telephone

Utilities

Repairs and Maintenance
Snow Removal
Insurance

Interest Expense
Vehicle Interest Expense
Public Relations
Advertising

Client Transportation
Vehicle Fuel

Vehicle Maintenance
Vehicle Insurance
Vehicle Lease
Professional Services
Postage

Dues and Licensing
Board

Subscriptions

In Kind

Miscellaneous

Total Operating Expenses

Amortization
Depreciation

Total Functional Expenses

WACOSA
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2023

Program
General Vocational
Program and Business Management

Transportation Activities and General Fundraising Total
$ 3,590,530 $ 1,005,491 $ 714971 $ 69,539 $ 5,380,531
938,692 182,563 172,922 19,154 1,313,331
10,080 296 2,489 - 12,865
47,296 33,209 11,985 - 92,490
17,335 10,845 26,912 - 55,092
35,983 2,558 - - 38,541
26,630 17,008 11,718 - 55,356
89,158 76,297 12,176 - 177,631
33,225 34,514 4,975 - 72,714
13,836 11,691 1,881 - 27,408
46,439 19,494 673 - 66,606
- 12,314 6,149 - 18,463
- 2,620 - - 2,620
- 1,011 22,734 15,902 39,647
5,641 13,232 1,666 132 20,671
159,148 - - - 159,148
105,940 6,632 - - 112,572
110,144 8,665 - - 118,809
38,342 2,816 - - 41,158
20,121 - - - 20,121
- - 167,285 - 167,285
- - 7,331 - 7,331
14,618 3,467 1,454 - 19,539
- - 368 - 368
373 - 149 - 522
- 518,596 - - 518,596
- 10,947 8,438 - 19,385
5,303,531 1,974,266 1,176,276 104,727 8,558,800
- - 9,820 - 9,820
147,662 103,154 59,196 - 310,012
$ 5,451,193 $ 2,077,420 $ 1,245,292 $ 104,727 $ 8,878,632

See accompanying Notes to Financial Statements.
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Salaries

Benefits

Staff Travel and Mileage
Supplies

Minor Equipment and Repairs
Rent

Telephone

Utilities

Repairs and Maintenance
Snow Removal
Insurance

Interest Expense
Vehicle Interest Expense
Public Relations
Advertising

Client Transportation
Vehicle Fuel

Vehicle Maintenance
Vehicle Insurance
Vehicle Licenses
Vehicle Lease
Professional Services
Postage

Dues and Licensing
Board

Subscriptions

In-Kind

Miscellaneous

Total Operating Expenses

Amortization
Depreciation

Total Functional Expenses

WACOSA
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2022

Program
General Vocational
Program and Business Management
Transportation Activities and General Fundraising Total
$ 3238946 $§ 992,759 $§ 758,093 § 65,883 $ 5,055,681
845,205 193,366 163,783 16,421 1,218,775
10,961 - 2,268 129 13,358
38,858 17,063 12,207 - 68,128
3,986 10,988 17,596 - 32,570
35,980 2,561 - - 38,541
30,174 2,063 20,672 - 52,909
86,688 74,242 11,849 - 172,779
22,695 28,884 3,683 - 55,262
10,892 8,441 1,357 - 20,690
43,471 17,671 614 - 61,756
- 21,443 11,926 - 33,369
- 575 - - 575
- 935 14,130 7,387 22,452
8,824 8,395 2,306 143 19,668
160,726 - - - 160,726
116,035 8,371 - - 124,406
106,353 11,590 - - 117,943
37,130 2,431 - - 39,561
845 - - - 845
22,411 - - - 22,411
- 8,280 200,743 - 209,023
- 21 8,627 - 8,548
12,453 3,625 4,331 - 20,309
- - 920 - 920
570 - - - 570
- 440,313 - - 440,313
- 10,067 6,739 - 16,806
4,833,203 1,863,984 1,241,744 89,963 8,028,894
- - 14,732 - 14,732
171,527 96,991 56,902 - 325,420
$ 5,004,730 $ 1,960,975 $ 1,313,378 § 89,963 § 8,369,046

See accompanying Notes to Financial Statements.
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WACOSA
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2023 AND 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Support and Revenue
Interest and Dividends Received
Cash Paid to Suppliers and Employees
Interest Paid

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property and Equipment
Proceeds from Sale of Property and Equipment
Change in Funds Held in Money Market
Purchase of Investments
Proceeds from Sale of Investments
Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on Financing Leases
Payment of Capital Lease Payable
Repayment of Notes Payable
Payment of Debt Issuance Costs
Net Cash Used by Financing Activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying Notes to Financial Statements.
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2023 2022
$ 9,371,157 $ 9,427,830
58,999 41,753
(8,645,587) (8,028,833)
(16,593) (30,325)
767,976 1,410,425
(87,316) (111,535)

505 3,275
(52,146) (9,973)
(1,891,425) (777 ,457)
1,679,518 612,094
(350,864) (283,596)
(9,495) (13,825)
- (7,160)
(83,614) (509,388)
- (10,282)
(93,109) (540,655)
324,003 586,174
1,460,421 874,247

$ 1,784,424 $ 1,460,421




WACOSA
STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED DECEMBER 31, 2023 AND 2022

2023 2022

RECONCILIATION OF CHANGE IN NET ASSETS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Change in Net Assets $ 788,600 $ 85,072
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities:

Depreciation 310,012 325,420
Amortization 1,870 3,044
Amortization of ROU Asset 9,820 14,732
Net Unrealized (Gain) Loss on Investments (136,180) 173,606
(Gain) Loss on Sale or Disposal of Property and Equipment 597 (3,275)
Realized Loss on Investments 23,522 8,476
(Increase) Decrease in:
Accounts Receivable - Program (89,812) (17,287)
Accounts Receivable - Vocational (34,285) 14,987
Other Receivable (918) 838,958
Inventory (7,990) 3,231
Prepaid Expenses (109,780) (30,724)
Increase (Decrease) in:
Accounts Payable (1,818) 2,611
Accrued Expenses 11,092 (457)
Salaries and Related Benefits Payable and Accrued Vacation 3,246 (7,969)
Net Cash Provided by Operating Activities $ 767,976 $ 1,410,425

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING
ACTIVITIES
Property and Equipment Additions Included in Accounts Payable $ 162,490 $ -

See accompanying Notes to Financial Statements.

(11)



NOTE 1

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

WACOSA (the Organization) was formed as a nonprofit organization that is a work-oriented,
day-training habilitation and rehabilitation facility whose mission is to provide people
challenged by disabilities with the opportunity to work and live in their community within
Central Minnesota. Major support sources include medical assistance, various county
assistance, and contract revenue from area businesses that provide clients with work-
oriented projects.

WACOSA serves individuals with a variety of mental, physical, and cognitive abilities.
Clients may live independently, with their families, or in a Group Home setting. WACOSA
has two major client programs: Program Services and Vocational Services.

Program Services

Program Services consists of WACOSA’s South Program, North Program, Seniors
Program, Sauk Centre DT&H Program, 1st Avenue and, Sauk Centre EE Program.
Program Services was established in 1963 to provide services to adults with disabilities.

Vocational Services

Vocational Services consists of WACOSA’s Community Crews, Production Crews,
Thriftworks!, and DocuShred. Through WACOSA'’s Vocational Services, Clients may be
employed by local businesses, go out in the Community on work crews, or work in one
of WACOSA’s facilities. WACOSA’s in-house work in their facilities ranges from
assembly to quality checking, mailing services, labeling, collating, packaging/kitting, re-
work, document shredding, thrift store operations, recycling services, and more.

Basis of Accounting

Accounting policies of all WACOSA programs and services conform to accounting principles
generally accepted in the United States of America (U.S. GAAP) applicable to voluntary
health and welfare organizations.

The financial statements of WACOSA have been prepared on an accrual basis.

(12)



NOTE 1

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation

Net assets and revenues, gains and losses are classified based on donor-imposed
restrictions. Accordingly, net assets of the Organization and changes therein are classified
and reported as follows:

Net Assets Without Donor Restrictions — Net assets available for use in general
operations and not subject to donor (or certain grantor) restrictions. The governing board
has designated, from net assets without donor restrictions, those net assets detailed out
in Note 8.

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-)
imposed restrictions. Some donor-imposed restrictions are temporary in nature, such as
those that will be met by the passage of time or other events specific by the donor. Other
donor-imposed restrictions are perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity. Gifts of long-lived assets and gifts of cash
restricted for the acquisition of long-lived assets are recognized as restricted revenue
when received and released from restrictions when the assets are placed in service.
Donor-imposed restrictions are released when a restriction expires, that is, when the
stipulated time has elapsed, when the stipulated purpose for which the resource was
restricted has been fulfilled, or both.

WACOSA reports contributions restricted by donors as increases in net assets without donor
restrictions if the restrictions expire (that is, when a stipulated time restriction ends or
purpose restriction is accomplished) in the reporting period in which the revenue is
recognized. All other donor-restricted contributions are reported as increases in net assets
with donor restrictions, depending on the nature of the restrictions. When a restriction
expires, net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the statements of activities as Net Assets Released from
Restrictions.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements.
Estimates also affect the reported amounts of revenue and expense during the reporting
period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Organization considers all highly liquid
investments purchased with an original maturity of three months or less to be cash
equivalents.
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NOTE 1

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments

The Organization records investments in marketable securities with readily determinable fair
values and all investments in debt securities at their fair value in the statement of financial
position. Unrealized gains and losses are included in the change in net assets on the
statements of activities.

Accounts Receivable and Allowance for Credit Losses

The Organization provides an allowance for uncollectible accounts based on the allowance
method using management’s judgment. Accounts receivable are unsecured. Payment for
services is required upon receipt of an invoice. All self-pay accounts are analyzed for
collectability based on the months past due and payment history. An allowance is estimated
which represents the estimate of expected credit losses based on historical experience,
current economic conditions, and certain forward-looking information. The allowance for
credit losses was $3,396 at both years ended December 31, 2023 and 2022. Accounts that
are determined to be uncollectible are written off at that time.

Accounts receivable are reported net of an allowance for credit losses to represent the
Organization’s estimate of expected losses at the balance sheet date. The adequacy of the
Organization’s allowance for credit losses is reviewed on an ongoing basis, using historical
payment trends, write-off experience, aging of receivables, a review of specific accounts, as
well as expected future economic conditions and market trends, and adjustments are made
to the allowance as necessary.

Program Receivables

Receivables generated from consumer services are recorded at net realizable value.
These receivables include services payable by Medical Assistances, Department of
Employment and Economic Development, counties, school districts, and privately paying
consumers.

Vocational Receivables

Receivables generated by business activities for work performed by consumers serviced
are recorded at net realizable value. These receivables occur in the normal course of
business as work is performed by consumers and invoiced accordingly.

Contributions Receivable

The Organization records contributions in accordance with applicable accounting standards,
which require unconditional promises to give (pledges) be recorded as receivables and
revenues and requires the Organization to distinguish between contributions received for
each net asset category in accordance with donor-imposed restrictions. Conditional
promises to give are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional. All contributions receivable are
collectible within one year.
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NOTE 1

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventory

Inventory consists of product on hand for a customer the Organization does contract work
with. The Organization also has donated inventory on hand at the end of the year. The
ending inventory value is based on an average of three months of sales.

Property and Equipment

The Organization has established a policy in which purchases of property and equipment
with a cost in excess of $1,000 are capitalized. Property and equipment purchases not
capitalized are expensed. Donations of property and equipment are recorded as support at
their estimated fair value. Such donations are reported as net assets without donor
restriction unless the donor has restricted the donated asset to a specific purpose. All
property and equipment are recorded at cost and are being depreciated over their estimated
useful lives using the straight-line method at rates based on the following estimated useful
lives:

Buildings and Improvements 10 t0 40 Years
Equipment 3to 10 Years
Vehicles 5 Years

Long-Lived Assets

The Organization evaluates its long-lived assets for impairment as events or changes in
circumstances indicate that the carrying amount of such assets may not be fully recoverable.
In such circumstances, the Organization evaluates the recoverability of long-lived assets by
measuring the carrying amount of the assets against the estimated undiscounted future
cash flows associated with such assets. At the time such evaluations indicate that the future
undiscounted cash flows of certain long-lived assets are not sufficient to recover the carrying
value of such assets, the assets are adjusted to their fair values. As of December 31, 2023
and 2022, management believes that the carrying amounts of its long-lived assets have not
been impaired.

Revenue and Support

Revenue is recognized as the performance obligations are satisfied. Performance
obligations are determined based on the nature of the services provided by the
Organization. Revenue for performance obligations satisfied at a point in time is recognized
when goods or services are provided and the Organization does not believe they are
required to provide additional goods or services to the client.

The Organization has performance obligations that are satisfied at a point in time or over
time. Community Contract, Private Pay Program Services, Production and Shred income
performance obligations are based on underlying contracts and are satisfied on the day of
the services performed. ThriftWorks! income performance obligations are satisfied at the
point of sale. Total program service revenue were $1,677,838 and $1,487,902 for the years
ended December 31, 2023 and 2022, respectively.
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NOTE 1

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue and Support (Continued)

The Organization receives its support primarily from the state of Minnesota through Medical
Assistance and from participating counties and cities with federal, state, and local funds.
The Organization receives donated goods from the community to use within the ThriftWorks!
store which are later sold to the general public. The Organization recognizes the sales of
these donated items as Vocational Business Activity Revenue. The receipt of inventory is
recorded in Contributions. The Organization also receives in-kind storage space for
inventory of the ThriftWorks! store.

A portion of the Organization’s revenue is derived from cost reimbursable federal and state
service agreements, which are conditioned upon certain performance requirements and/ or
the incurrence of allowable qualifying expenses. Amounts received are recognized as
revenue when the Organization has incurred expenditures in compliance with specific
service agreement provisions. The Organization received service agreements of
approximately $3,154,000 and $2,444,000 that have not been recognized at December 31,
2023 and 2022, respectively because qualifying expenditures have not yet been incurred.

All contributions are considered to be without donor restrictions unless specifically restricted
by the donor. Amounts received that are designated for future periods or restricted by the
donor for specific purposes are reported as with donor restrictions.

Leases

The Organization leases office space and vehicles. The Organization determines if an
arrangement is a lease at inception. Operating leases are included in operating lease right-
of-use (ROU) assets, other current liabilities, and operating lease liabilities on the
statements of financial position. Finance leases are included in financing lease right-of-use
(ROU) assets and other current liabilities on our statements of financial position.

ROU assets represent the Organization’s right to use an underlying asset for the lease term
and lease liabilities represent the Organization’s obligation to make lease payments arising
from the lease. ROU assets and liabilities are recognized at the lease commencement date
based on the present value of lease payments over the lease term. As most of leases do not
provide an implicit rate, the Organization uses risk-free rate based on the information
available at commencement date in determining the present value of lease payments.

The operating lease ROU asset also includes any lease payments made and excludes lease
incentives. The lease terms may include options to extend or terminate the lease when it is
reasonably certain that the Organization will exercise that option. Lease expense for lease
payments is recognized on a straight-line basis over the lease term. The Organization has
elected to recognize payments for short-term leases with a lease term of 12 months or less
as expense as incurred and these leases are not included as lease liabilities or right of use
assets on the balance sheet.
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NOTE 1

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases (Continued)

The Organization has elected not to separate nonlease components from lease components
and instead accounts for each separate lease component and the nonlease component as a
single lease component.

In evaluating contracts to determine if they qualify as a lease, the Organization considers
factors such as if the Organization has obtained substantially all of the rights to the
underlying asset through exclusivity, if the Organization can direct the use of the asset by
making decisions about how and for what purpose the asset will be used and if the lessor
has substantive substitution rights. This evaluation may require significant judgment.

Advertising
Advertising costs are charged to operations when incurred. Advertising expenses were
$20,671 and $19,668 for the years ended December 31, 2023 and 2022, respectively.

Fair Value of Financial Instruments

The Organization categorizes its assets and liabilities measured at fair value into a three-
level hierarchy based on the priority of the inputs to the valuation technique used to
determine fair value. The fair value hierarchy gives the highest priority to quoted prices in
active markets for identical assets or liabilites (Level 1) and the lowest priority to
unobservable inputs (Level 3). If the inputs used in the determination of the fair value
measurement fall within different levels of the hierarchy, the categorization is based on the
lowest level input that is significant to the fair value measurement. Assets and liabilities
valued at fair value are categorized based on the inputs to the valuation techniques as
follows:

Level 1 — Inputs that utilize quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Organization has the ability to access.

Level 2 — Inputs that include quoted prices for similar assets and liabilities in active
markets and inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the financial instrument. Fair values for these
instruments are estimated using pricing models, quoted prices of securities with similar
characteristics, face value upon maturity, or discounted cash flows.

Level 3 — Inputs that are unobservable inputs for the asset or liability, which are typically
based on an entity’s own assumptions, as there is little, if any, related market activity.

Subsequent to initial recognition, the Organization may remeasure the carrying value of
assets and liabilities measured on a nonrecurring basis to fair value. Adjustments to fair
value usually result when certain assets are impaired. Such assets are written down from
their carrying amounts to their fair value.
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NOTE 1

NOTE 2

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value of Financial Instruments (Continued)

Professional standards allow entities the irrevocable option to elect to measure certain
financial instruments and other items at fair value for the initial and subsequent
measurement on an instrument-by-instrument basis.

Income Taxes

The Organization is exempt from income taxes under Section 501(c)(3) of the Internal
Revenue Code and corresponding state tax codes and, therefore, the financial statements
do not include a provision for income taxes. Contributions to the Organization qualify as a
charitable tax deduction by the contributor.

The Organization files as a tax-exempt organization, should that status be challenged in the
future, all years since inception would be subject to review by the Internal Revenue Service.

Change in Accounting Principle

The Organization has adopted ASU 2016-13, Financial Instruments — Credit Losses (Topic
326): Measurement of Credit Losses on Financial Instruments, as amended, which
modifieds the measurement of expected credit losses. The Organization adopted this new
guidance utilizing the modified retrospective transition method. The adoption of this
Standard did not have a material impact on the Organization’s financial statements but did
change how the allowance for credit losses is determined.

Subsequent Events

In preparing these financial statements, the Organization has evaluated events and
transactions for potential recognition or disclosure through REPORT DATE, the date that
financial statements were available to be issued.

CONCENTRATIONS

Financial instruments that potentially subject the Organization to concentrations of credit risk
consist principally of cash, investments, and accounts receivable.

At times, cash may be in excess of the Federal Deposit Insurance Corporation insurance
limit. With regard to investments, the Organization invests primarily in high-grade marketable
securities, thereby limiting credit risk.

Revenues from Medical Assistance represented 66.2% and 57.5% of total revenue for the
years ended December 31, 2023 and 2022, respectively. Revenues from grants and
contributions from one donor represented 14.3% of total revenue for the year ended
December 31, 2022. There were no concentrations for the year ended December 31, 2023.
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NOTE 2

NOTE 3

NOTE 4

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

CONCENTRATIONS (CONTINUED)

Accounts receivable for Medical Assistance represented 85.8% and 80.6% of Program
Accounts Receivable for the years ended December 31, 2023 and 2022, respectively.

Receivables from one customer represented 10.0% and 2.8% of Vocational Accounts
Receivable for the years ended December 31, 2023 and 2022, respectively. Receivables
from one grantor represent 100% of other accounts receivable at December 31, 2023.

INVESTMENTS

Investments, other than Money Markets which are stated at cost which approximates fair
value, are stated at fair value and consist primarily of mutual funds, governmental funds,
fixed income, and money market funds as follows:

December 31, 2023 December 31, 2022
Cost Fair Value Cost Fair Value

Mutual Funds $ 46,375 $ 64,082 $ 47,784 $ 56,549

Fixed Income 2,586,140 2,535,560 2,402,643 2,241,529
Investments Held at Community

Foundation 362,333 375,538 189,168 169,508

Money Markets 2,369,740 2,369,740 2,500,623 2,500,623

Total $ 5,364,588 $ 5,344,920 $ 5,140,218 $ 4,968,209

Investment income is summarized as follows for the years ended December 31:

2023 2022
Interest and Dividends $ 111,145 $ 51,726
Realized Gain (Loss) (23,522) (8,476)
Unrealized Gain (Loss) 136,180 (173,606)
Investment Fees (16,912) (11,747)
Total $ 206,891 $ (142,103)

FAIR VALUE MEASUREMENTS

The Organization uses fair value measurements to record fair value adjustments to certain
assets and liabilities and to determine fair value disclosures. For additional information on
how the Organization measures fair value refer to Note 1 — Summary of Significant
Accounting Policies.
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WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 4 FAIR VALUE MEASUREMENTS (CONTINUED)

NOTE 5

The following table presents the fair value hierarchy for the balances of the assets and

liabilities of the Organization measured at fair value on a recurring basis as of December 31,
2023 and 2022:

2023
Level 1 Level 2 Level 3 Total
Assets:
Mutual Funds $ 64,082 $ - $ - $ 64,082
Fixed Income 2,535,560 - - 2,535,560
Investments Held at Community
Foundation - 375,538 - 375,538
Total $ 2,599,642 $ 375,538 $ - $ 2,975,180
2022
Level 1 Level 2 Level 3 Total
Assets:
Mutual Funds $ 56,549 $ - 9 - $ 56,549
Fixed Income 2,241,529 - - 2,241,529
Investments Held at Community
Foundation - 169,508 - 169,508
Total $ 2,298,078 $ 169,508 $ - $ 2,467,586

Unrealized changes in fair value for investments and realized gains and losses from sales
are recorded in investment income in the statements of activities.

LONG-TERM DEBT

Amortization of finance costs is included in interest expense and was $1,870 and $3,044 the
years ended December 31, 2023 and 2022, respectively.

Unamortized finance fees are netted against the debt balance and amounted to $7,540 and
$9,410 at December 31, 2023 and 2022, respectively. These fees create an effective
interest rate of 5.20% for this mortgage.

Description 2023 2022

Note Payable, Bremer Bank, N.A., 4.25% Interest;
Monthly Principal and Interest Payments of
$8,351; Maturity September 2027; Secured by

Buildings 346,096 $ 429,710
Less: Current Maturities and 87,183 83,326
Less: Unamortized Finance Fees 7,540 9,410

Total Long-Term Notes Payable $ 251,373 $ 336,974
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WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 5 LONG-TERM DEBT (CONTINUED)

Maturity requirements by year on long-term debt are as follows:

Year Ending December 31, Amount
2024 $ 87,183
2025 90,961
2026 94,903
2027 73,049
Total $ 346,096

NOTE6 LEASES - ASC 842

The Organization leases vehicles as well as certain office facilities for various terms under
long-term, non-cancelable lease agreements. The leases expire at various dates through
December 2031. In the normal course of business, it is expected that these leases will be
renewed or replaced by similar leases.

2023 2022
Finance Lease Costs:
Amortization of Right-of-Use Assets $ 9,820 $ 14,732
Interest on Lease Liabilities 101 575
Operating Lease Cost 38,544 38,544
Short-term Lease Cost 20,121 22,411
Total Lease Costs $ 68,586 $ 76,262
Other Information:
Cash Paid for Amounts Included in the Measurement
of Lease Liabilities
Operating Cash Flows from Finance Leases $ 101 $ 575
Operating Cash Flows from Operating Leases 38,544 38,544
Financing Cash Flows from Finance Leases 9,820 14,732
Right-of-Use Assets Obtained in Exchange for New
Operating Lease Liabilities - 140,673
Weighted-Average Remaining Lease Term -
Finance Leases 0.0 Years 0.7 Years
Weighted-Average Remaining Lease Term -
Operating Leases 5.6 Years 5.2 Years
Weighted-Average Discount Rate - Finance Leases N/A 3.63%

Weighted-Average Discount Rate - Operating Leases 1.55% 1.50%
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NOTE 6

NOTE 7

NOTE 8

WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

LEASES — ASC 842 (CONTINUED)

The Organization classifies the total undiscounted lease payments that are due in the next
12 months as current. A maturity analysis of annual undiscounted cash flows for lease
liabilities as of December 31, 2023, is as follows:

Operating

Year Leases
2024 $ 27,696
2025 6,000
2026 6,000
2027 6,000
2028 6,000
Thereafter 18,000
Total Lease Payments 69,696
Less: Interest (3,052)
Present Value of Lease Liabilities $ 66,644

RETIREMENT PLAN

Regular full-time employees and part-time employees that have worked at least one hour
are eligible to enroll in WACOSA'’s retirement savings plan.

WACOSA has a 401(k) plan with an elective employer match. Employees must have worked
at WACOSA for one year and at least 1,000 hours in the year to be eligible. A 2.5% match
was elected during both the years ended December 31, 2023 and 2022. Total employer
contributions and expenses incurred for fees during the years ended December 31, 2023
and 2022 were $90,877 and $85,209, respectively.

NET ASSETS

The Organization’s board of directors has designated a portion of its net assets without
donor restriction. Designated amounts consist of the following:

Replenishment of Property and Equipment

The replenishment of property and equipment reserve exists to fund future capital
expenditures and replacement of existing property and equipment. Total amounts
designated at December 31, 2023 and 2022 were $5,260,114 and $4,975,755, respectively,
which approximates accumulated depreciation.

Unemployment

The designated unemployment reserve exists to cover payment for potential future
unemployment claims since the Organization is self-insured. The reserve approximates
expected unemployment on a statistical basis. Total amounts designated at December 31,
2023 and 2022 were $743,863 and $720,813, respectively.
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WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 8 NET ASSETS (CONTINUED)

NOTE 9

NOTE 10

Net assets with donor restrictions were as follows for the years ended December 31:

2023 2022
Net Assets with Donor Restrictions:
Programs $ - $ 13,780
Projects 1,371,555 1,215,550
Endowment Earnings Subject to UPMIFA 12,046 (16,277)
Held in Perpetuity 319,472 156,307
Total Net Assets with Donor Restrictions $ 1,703,073 $ 1,369,360

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purpose as follows for the years ended December 31:

2023 2022
Satisfaction of Purpose Restrictions:
Programs $ 13,780 $ 13,560
Projects 28,753 53,290
Total Net Assets Released from Donor Restrictions $ 42,533 $ 66,850

CONTINGENCIES

Self-Insured Health Plan

The Organization has self-insured its employee health plan. It has contracted with
administrative service company to supervise and administer the program and act as its
representative.

The company insures for excessive or unexpected claims and is liable for claims not to
exceed $40,000 per employee per plan year. Estimated future claims for medical services
incurred during the year are estimated by management and recorded as liabilities of
$34,541 and $23,449 at December 31, 2023 and 2022, respectively.

LIQUIDITY AND AVAILABILITY

The Organization strives to maintain liquid financial assets sufficient to cover four months of
general operating expenditures. Financial assets in excess of daily cash requirements are
invested in certificates of deposits, money market funds, and other short-term investments.

The following table reflects the Organization’s financial assets as of December 31, 2023 and
2022, reduced by amounts that are not available to meet general expenditures within one
year of the statement of financial position date because of contractual restrictions or internal
board designations. Board-designated reserves are intended to protect the Organization,
continue operations into the future, and create staff assurance of unemployment benefits. In
the event that need arises to utilize the board-designated reserves for liquidity purposes, the
reserves could be drawn upon through board resolution. Amounts not available to meet
general expenditures within one year also may include net assets with donor restrictions.
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WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 10 LIQUIDITY AND AVAILABILITY (CONTINUED)

NOTE 11

NOTE 12

Description 2023 2022
Cash and Cash Equivalents $ 1,784,424 $ 1,460,421
Investments 5,344,920 4,968,209
Accounts Receivable 725,239 600,224
Total Financial Assets 7,854,583 7,028,854
Net Assets Without Donor Restriction - Designated (6,003,977) (5,696,568)
Net Assets With Donor Restriction (1,703,073) (1,369,360)

Financial Assets Available to Meet Cash Needs
Expenditures Within One Year $ 147,533 $ (37,074)

FUNCTIONALIZED EXPENSES

The financial statements report certain categories of expenses that are attributable to more
than one program or supporting function. Therefore, expenses require allocation on a
reasonable basis that is consistently applied. The expenses that are allocated include
occupancy, depreciation, and amortization, which are allocated on a square footage basis,
as well as salaries and wages, benefits, payroll taxes, professional services, office
expenses, information technology, interest, insurance, and other, which are allocated on the
basis of estimate of time, effort, and percentage of total revenues under the category of
which the expenditures are coded.

PROGRAM REVENUE

Program revenue is earned at a point in time. The Organizations Program Revenue consist
of the following for the years ended December 31:

2023 2022
Vocational Business Activities:
Community Contract $ 479,048 $ 410,203
Production 338,187 313,410
Shred 373,710 320,820
ThriftWorks! 486,320 443,469
Vocational Business Activities 1,677,265 1,487,902
Private Pay Program Services 303,806 236,819
Total Program Revenue $ 1,981,071 $ 1,724,721
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WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 13 ENDOWMENT

The Board of Directors established an endowment fund during 2021. The Organization
receives contributions for donor-restricted endowment. Also, the Organization created a
board-designated endowment fund established for the purpose of providing income to
support the operations, which has not been funded as of December 31, 2023.

As required by U.S. GAAP, net assets of the endowment fund are classified and reported
based on the existence or absence of donor-imposed restrictions. As a result of this
interpretation, the Organization classifies the board-designated endowment assets as net
assets without donor restrictions. The Organization considers all interest and dividends on
board-designated endowment funds to be appropriated and available for current year
operations.

Interpretation of Relevant Law

The board of directors of WACOSA has interpreted the Minnesota Uniform Prudent
Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair
value of the original gift as of the gift date of the donor-restricted endowment fund absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Organization
retains in perpetuity the original value of the gifts to the endowment and the value of
subsequent gifts to the endowment. Donor-restricted amounts not retained in perpetuity are
subject to appropriation for expenditure by the Organization in a manner consistent with the
standard of prudence prescribed by UPMIFA.

Interpretation of Relevant Law (Continued)

In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

1) The duration and preservation of the fund

(1)

(2) The purposes of the Organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) Other resources of the Organization

(7) The investment policies of the Organization
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WACOSA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 13 ENDOWMENT (CONTINUED)

Endowment net asset composition by type and changes in endowment net assets for the
year ended December 31 is as follows:

2023
Without Donor With Donor
Restrictions Restrictions Total
Board-Designated Endowment Funds $ 44 511 $ - $ 44 511
Donor-Restricted Endowment Funds - 331,518 331,518
Total $ 44,511 $ 331,518 $ 376,029
2022
Without Donor With Donor
Restrictions Restrictions Total
Board-Designated Endowment Funds $ 29,815 $ - $ 29,815
Donor-Restricted Endowment Funds - 140,030 140,030
Total $ 29,815 $ 140,030 $ 169,845
2023
Without Donor With Donor
Restrictions Restrictions Total
Endowment Net Assets - Beginning of Year $ 29,815 $ 140,030 $ 169,845
Contributions 10,000 163,165 173,165
Earnings:
Interest, Dividends, Gains, and Losses 4,696 28,323 33,019
Subtotal 44,511 331,518 376,029
Appropriations - - -
Endowment Net Assets - End of Year $ 44,511 $ 331,518 $ 376,029
2022
Without Donor With Donor
Restrictions Restrictions Total
Endowment Net Assets - Beginning of Year $ - $ 54,061 $ 54,061
Contributions 5,000 105,357 110,357
Earnings:
Interest, Dividends, Gains, and Losses (185) (19,388) (19,573)
Subtotal 4,815 140,030 144,845
Appropriations - - -
Transfers 25,000 - 25,000
Endowment Net Assets - End of Year $ 29,815 $ 140,030 $ 169,845
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 13 ENDOWMENT (CONTINUED)

Spending Policy

The Organization has a policy of appropriating for distribution each year 4 to 5% of its
endowment fund’s value using the valuation date of the last business day of the preceding
year. In establishing this policy, the Organization considered the long-term expected return
on its endowment assets. This is consistent with the Organization’s objective to maintain the
purchasing power of the endowment assets as well as to provide additional real growth
through new gifts and investment return. There currently are no underwater endowment
funds.

Investment Objectives and Strategies

The Organization has adopted an investment policy to provide guidelines for investing
endowment assets within its investment portfolio. Under this policy, as approved by the
board of directors, the endowment assets are invested in a manner that is intended to
maintain the purchasing power of the current assets and all future contributions, maximize
return within reasonable and prudent levels of risk, and maintain an appropriate asset
allocation based on a total return policy that is compatible with a flexible spending policy. To
achieve these objectives, the Organization will achieve a blended rate of return comparable
to the average of recognized indices for each of the major components of the portfolio.
Investments are diversified among various companies and market sectors.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires the
Organization to retain as a fund of perpetual duration. In accordance with GAAP,
deficiencies of this nature are reported in net assets with donor restrictions which amounted
to $-0- and $16,277 as of December 31, 2023 and 2022, respectively. The original corpus
value of the endowment funds was $319,472 and $156,307 as of December 31, 2023 and
2022, respectively. These deficiencies resulted from unfavorable market fluctuations in
previous years and continued appropriation for certain programs that was deemed prudent
by the board.
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 14 CONTRIBUTED NONFINANCIAL ASSETS

Contributed items received by the Organization are recorded as in-kind contribution revenue
and expense. The Organization received the following contributions of nonfinancial assets

for the years ended December 31:

Thriftworks Inventory $
Legal Fees
Fundraising
Office Donations
Total Contributed Nonfinancial Assets $

2022
$ 438,913
350
1,050
$ 440,313

Thriftworks! Inventory is valued at the wholesale prices that would be received for similar
products. Legal, fundraising fees, and office donations are valued at the cost that the

Organization would pay for that service.

All contributed assets, rent and services were utilized by the Organization’s programs and
supporting services. There were no donor-imposed restrictions associated with the donated

goods.
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WACOSA

SCHEDULE OF VOCATIONAL BUSINESS ACTIVITIES

YEAR ENDED DECEMBER 31, 2023
(SEE INDEPENDENT AUDITORS’ REPORT)

Salaries
Benefits
Staff Travel and Mileage
Supplies
Minor Equipment and Repairs
Rent
Telephone
Utilities
Repairs and Maintenance
Snow Removal
Insurance
Interest Expense
Vehicle Lease Interest
Public Relations
Advertising
Vehicle Fuel
Vehicle Maintenance
Vehicle Insurance
Dues and Licensing
In Kind
Miscellaneous
Total Operating Expenses

Depreciation

Total Functional Expenses

(UNAUDITED)
Community
Contract Production Shred ThriftWorks! Totals
$ 301,996 $ 251,298 $§ 134,470 $ 317,727 $ 1,005,491
45,091 52,381 15,973 69,118 182,563
296 - - - 296
4,555 4,317 20,827 3,510 33,209
1,921 1,794 1,943 5,187 10,845
- 2,558 - - 2,558
178 8,450 2,688 5,692 17,008
- 40,223 12,416 23,658 76,297
- 16,501 5,080 12,933 34,514
- 6,135 1,902 3,654 11,691
4,714 5,452 5,944 3,384 19,494
- - - 12,314 12,314
- - - 2,620 2,620
- 268 157 586 1,011
80 170 5,718 7,264 13,232
- 5,418 1,214 - 6,632
- 8,102 563 - 8,665
- 1,909 907 - 2,816
411 287 2,160 609 3,467
- - 518,596 518,596
- - - 10,947 10,947
359,242 405,263 211,962 997,799 1,974,266
- 51,688 15,149 36,317 103,154
$ 359,242 $ 456,951 $ 227,111 $ 1,034,116 $ 2,077,420
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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

Board of Directors
WACOSA
Waite Park, Minnesota

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of WACOSA (a
nonprofit organization), which comprise the statement of financial position as of December 31, 2023,
and the related statements of activities, functional expenses, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated
REPORT DATE.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered WACOSA'’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of WACOSA'’s internal control.
Accordingly, we do not express an opinion on the effectiveness of WACOSA's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses.
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Board of Directors
WACOSA

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether WACOSA'’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

CliftonLarsonAllen LLP

St. Cloud, Minnesota
REPORT DATE
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
WACOSA
Waite Park, Minnesota

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

We have audited WACOSA's compliance with the types of compliance requirements described in the
OMB Compliance Supplement that could have a direct and material effect on each of WACOSA’s major
federal programs for the year ended December 31, 2023. WACOSA’s major federal programs are
identified in the summary of auditors’ results section of the accompanying schedule of findings and
questioned costs.

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

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; 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 WACOSA 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 WACOSA'’s compliance with
the compliance requirements referred to above.

Responsibilities of Management for Compliance

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

Auditors’ Responsibilities for the Audit of Compliance

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

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

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

e |dentify 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 WACOSA’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

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

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

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.
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Board of Directors
WACOSA

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’'s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

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

The purpose of this report on internal control over compliance is solely to describe the scope of our

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

CliftonLarsonAllen LLP

St. Cloud, Minnesota
REPORT DATE
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WACOSA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2023

Federal
Assistance Passed
Listing Grantor's Through to
Grantor/Pass-Through Grantor/Program Title Number Number Subrecipients Expenditures
U.S. Department of Health and Human Services:
Direct:

COVID - Provider Relief Funds 93.498 441438 $ - 8 861,280
Total U.S. Department of Health and Human Services 861,280

Total Federal Awards $ 861,280

See accompanying Notes to Schedule of Expenditures of Federal Awards.
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NOTE 1

NOTE 2

WACOSA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2023

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal award activity of WACOSA under programs of the federal government for the year
ended December 31, 2023. The information in this Schedule is presented in accordance
with the requirements of 2 CFR Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the
Schedule presents only a selected portion of the operations of WACOSA, it is not intended
to and does not present the financial position, changes in net assets, or cash flows of
WACOSA.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting.
Such expenditures are recognized following the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Negative amounts shown on the Schedule represent adjustments or credits
made in the normal course of business to amounts reported as expenditures in prior years.
WACOSA has not elected to use the 10% de minimis indirect cost rate as allowed under the
Uniform Guidance. The Organization did not have any payments to subrecipients during the
year ended December 31, 2023.
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WACOSA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2023

Section | - Summary of Auditors' Results

Financial Statements
Type of Auditors' Report Issued: Unmodified

Internal Control over Financial Reporting:
+ Material Weakness(es) Identified Yes X No
+ Significant Deficiency(ies) ldentified
not Considered to be Material Weakness(es) Yes X None Reported
* Noncompliance Material to Financial
Statements Noted Yes X No

Federal Awards

Internal Control over Major Programs:

* Material Weakness(es) Identified Yes X No
« Significant Deficiency(ies) Identified
Not Considered to be Material Weakness(es) Yes X None Reported

Type of Auditors' Report Issued on Compliance for
the Major Programs: Unmodified

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

Identification of major programs:

Federal Assistance Listing Number(s) Name of Federal Program or Cluster
93.498 Provider Relief Funds
Dollar threshold used to distinguish
between type A and type B programs: $ 750,000
Auditee qualified as low-risk auditee? Yes X No

Section Il - Financial Statement Findings

Our audit did not disclose any matters required to be reported in accordance with Government Auditing Standards .

Section Il - Findings and Questioned Costs - Major Federal Programs

Our audit did not disclose any matters required to be reported in accordance with 2 CFR 200.516(a).
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