Verde Valley Sanctuary, Inc.

Single Audit Reporting Package
For the Year Ended June 30, 2022



Verde Valley Sanctuary, Inc.

Single Audit Reporting Package
Year Ended June 30, 2022



VERDE VALLEY SANCTUARY, INC.
YEAR ENDED JUNE 30, 2022
TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT .....cccoiiiiiiiiieeeceeeeceeeeee e 1

FINANCIAL STATEMENTS

Statement of Financial POSItION..........cccoiiiiiiiiiieiiieccie et 3
StateMENt OF ACHIVITIES ...ecuviiiiieeiieiieeie ettt ettt ettt e ebe e eeebeestaeeebeesseeesbeeseesnseensnans 4
Statement of Functional EXPenses ..........cocuereiiiiiiniriicnieneiieseceeieseeeeesee e 5
Statement 0f Cash FIOWS ......c.ccociiiiiiiiiiiiiecieeeeee ettt e sbeesane e 6
Notes to Financial StatemeEnts ...........cccveeiiiieeiiieeiiieeie ettt e e e e seveeesaveeeaaee s 7

SINGLE AUDIT SECTION

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 .................cc.cccooevevvieiiiiniiainannen. 19

Report on Compliance for Each Major Federal Program; Report on Internal Control
Over Compliance; and Report on Schedule of Expenditures of Federal Awards

Required by the Uniform GUIdance .............ccceeeueeriieniieniienie et 21
Schedule of Expenditures of Federal Awards ............ccooeeviiiiiiniiiiiiiiicieceeeeee 24
Notes to the Schedule of Expenditures of Federal Awards..........cccooevveniinenniinnenenne. 25
Schedule of Findings and Questioned COStS ........c.cevuieeiierieiiiieiiieiieeie e 26

Auditee Response
GOV L teT ..o eeeiieeeee et ettt e e e e e ettt eeeeeeeeeeaaaaaeaesseeeeessannaas 30
COTTECTIVE ACTION PLAN ...ttt eeeeeeaeeeeeeeeeenennnnes 31

Summary Schedule of Prior Audit FIndings ..........cccccoevieeiiiniiniiiiiieeeeeeeee e 32



#)) HeinfeldMeech Tucson - Scotidale - Flgstar
INDEPENDENT AUDITOR’S REPORT

Board of Directors
Verde Valley Sanctuary, Inc.

Report on Audit of Financial Statements

Opinion

We have audited the accompanying financial statements of Verde Valley Sanctuary, Inc.
(Organization), which comprise the statement of financial position as of June 30, 2022, and the
related statements of activities, functional expenses, and cash flows for the year then ended, and
the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Verde Valley Sanctuary, Inc. as of June 30, 2022, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. 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 Verde Valley
Sanctuary, Inc. 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 auditopinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Verde
Valley Sanctuary, Inc.’s ability to continue as a going concern within one year after the date that
the financial statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards 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 generally accepted auditing standards and Government
Auditing Standards, we:

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

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

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 Verde Valley Sanctuary, Inc.’s internal control.
Accordingly, no such opinion is expressed.

e 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 the Verde Valley Sanctuary, Inc.’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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 29, 2023, on our consideration of Verde Valley Sanctuary, Inc.’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe
the scope of our testing of internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the Verde Valley Sanctuary,
Inc.’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Verde
Valley Sanctuary, Inc.’s internal control over financial reporting and compliance.

Neinpeld Meech & Co.VC
Heinfeld, Meech & Co., P.C.

Flagstaft, Arizona
March 29, 2023
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VERDE VALLEY SANCTUARY, INC.
STATEMENT OF FINANCIAL POSITION
AS OF JUNE 30, 2022

Assets 2022
Current assets:
Cash and cash equivalents $ 864,566
Grants revenue receivable 156,894
Prepaid expenses 2,783
Inventory 147,757
Total current assets 1,172,000
Non-current assets:
Contracts receivable 1,314,959
Property and equipment, net 3,156,247
Total non-current assets 4,471,206
Total assets $ 5,643,206
Liabilities
Current liabilities:
Accounts payable $ 53,540
Payroll and related liabilities 103,916
Other liabilities 2,775
Notes payable 24,525
Total current liabilities 184,756
Non current liabilities:
Notes payable 922,194
Total non-current liabilities 922,194
Total liabilities 1,106,950
Net assets
Without donor restrictions 4,231,183
With donor restrictions 305,073
Total net assets 4,536,256
Total liabilities and net assets $ 5,643,206

See accompanying notes to financial statements.
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VERDE VALLEY SANCTUARY, INC.
STATEMENT OF ACTIVITIES
FOR YEAR ENDED JUNE 30, 2022

Totals
Without Donor With Donor
Revenue, support, and gains: Restrictions Restrictions 2022
Contributions $ 284,965 $ 135,505 $ 420,470
Contributions - in kind 490,229 490,229
Grant revenues 906,763 906,763
Thrift store revenue 923,284 923,284
Rental revenue 35,665 35,665
Fundraising revenue
Miscellaneous 314 314
Investment return, net (97,282) (97,282)
Gain on debt extinguishment 505,914 505,914
Net assets released from restrictions 19,287 (19,287)
Total revenue, support, and gains 3,069,139 116,218 3,185,357
Expenses and losses:
Program services
Shelter program services 1,282,437 1,282,437
Thrift store program services 863,550 863,550
Total program expenses 2,145,987 2,145,987
Supporting services
Management and general 407,094 407,094
Fundraising 83,101 83,101
Total supporting services 490,195 490,195
Total expenses and losses 2,636,182 2,636,182
Change in net assets 432,957 116,218 549,175
Net assets, beginning of year 3,798,226 188,855 3,987,081
Net assets, end of year $ 4,231,183 § 305,073 $ 4,536,256

See accompanying notes to financial statements.
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Salaries and wages
Employee related expenses
Cost of goods sold

Equipment rental, repair and maintenance

Client expenses
Utilities
Insurance
Rent
Telecommunications
Professional and outside services
Furniture and equiment
Bank charges
Fundraising expense
Travel
Automobile expense
Advertising
Volunteer expense
Postage
Dues, memberships and subscriptions
Continuing education
Miscellaneous expense
License, fees and permits
Depreciation
Interest
In kind donations

Total expenses
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VERDE VALLEY SANCTUARY, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR YEAR ENDED JUNE 30, 2022

Supporting Services Totals
Shelter
Program Thrift Program Management

Services Services and General Fundraising 2022
$ 709,583 353,194 151,810 36,922 § 1,251,509
175,606 87,408 37,570 9,137 309,721
336,292 336,292
38,816 16,844 13,915 3,662 73,237
90,960 90,960
34,465 14,956 12,355 3,251 65,027
26,691 11,583 9,568 2,518 50,360
57,106 57,106
17,494 7,592 6,271 1,650 33,007
87,340 87,340
8,569 3,719 3,072 808 16,168
17,489 17,489
6,636 6,636
1,879 815 674 177 3,545
3,737 1,622 1,340 353 7,052
11,568 11,568
268 268
6,390 6,390
14,172 14,172
298 298
19 19,765 19,784
973 973
68,037 29,525 24,390 6,419 128,371
26,375 26,375
22,534 22,534
$ 1,282,437 $ 863,550 $ 407,094 $ 83,101 $ 2,636,182

See accompanying notes to financial statements.
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VERDE VALLEY SANCTUARY, INC.
STATEMENT OF CASH FLOWS
FOR YEAR ENDED JUNE 30, 2022

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile change in net assets to net
cash provided by/used for operating activities:
Depreciation
Changes in assets and liabilities:
Grant revenue receivable
Prepaid expenses
Inventory
Accounts payable
Payroll and related payables
Other liabilites

Net cash provided by/used for operating activities
Cash flows from investing activities:
Purchase of contracts receivable
Purchase of land
Purchase of buildings
Purchase of furniture and fixtures
Net cash provided by/used for investing activities
Cash flows from financing activities:
Forgiveness of PPP Loan
Notes payable issuance
Notes payable payment
Net cash provided by/used for financing activities
Net increase/decrease 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.

2022

549,175

128,371

18,594
1,226

(125,350)
33,858
47,838
949

654,661

(979,527)
(193,577)
(963,061)

(20,987)

(2,157,152)

(505,914)
968,119

(21,400)

440,805

(1,061,686)

1,926,252

864,566



VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Verde Valley Sanctuary, Inc. is a nonprofit corporation formed in Arizona under §501(c)(3) of
the Internal Revenue Code in accordance with the determination letter dated April 14, 1998.
The Organization’s purpose is to provide shelter and counseling services for victims of
domestic violence. The Organization operates a shelter in Cottonwood, Arizona, and three
thrift stores, one in Camp Verde, one in Cottonwood, and one in Sedona, Arizona.

Basis of Accounting
The financial statements of the Organization have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables, and other liabilities.

Basis of Presentation

The financial statements of the Organization have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to not-for-profit
entities. The Financial Accounting Standards Board (FASB) is the accepted standard-setting
body for establishing not-for-profit accounting and financial reporting principles. The
Organization is required to report information regarding its financial position and activities
according to two classes based on the existence or absence of donor-imposed restrictions.
Accordingly, net assets of the Organization and changes therein are classified as follows:

Net assets without donor restrictions — Net assets that are not subject to donor-imposed
stipulations. The Governing Board has designated, from net assets without donor
restrictions, net assets for an operating reserve and board designated endowment.

Net assets with donor restrictions — Net assets subject to donor-imposed stipulations. Some
donor restrictions are temporary in nature; those restrictions will be met either by actions
of the Organization and/or the passage of time. Other donor restrictions are perpetual in
nature, where by the donor has stipulated the funds must be maintained in perpetuity.

Donor-restricted contributions are 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 are reclassified to net assets without donor restrictions and reported
in the Statement of Activities as net assets released from restrictions.

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted
in the United States of America, management is required to make estimates and assumptions.
Those estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses. Actual
results could differ from those estimates.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents
For purposes of the Statement of Cash Flows, the Organization considers all highly liquid
investments with an initial maturity of three months or less to be cash equivalents.

Investments

The Organization reports investments at fair value. Net investment income return is reported
in the Statement of Activities and consists of interest and dividend income, realized and
unrealized capital gains and losses, less investment expense.

Concentrations of Credit and Market Risk

Financial instruments that potentially expose the Organization to concentrations of credit and
market risk consist primarily of cash equivalents and investments. The Organization maintains
its cash and cash equivalents in bank deposit accounts, which, for short periods of time, may
exceed federally insured limits. At year end, the carrying amount of the Organization’s deposits
was $864,566 and the bank balance was $867,909. At year end, $367,909 of the Organization’s
deposits were uninsured and uncollateralized. To minimize risk, cash accounts are maintained
at high-quality financial institutions.

Revenue Recognition

Grants. A portion of the Organization’s revenue is derived from cost-reimbursable federal and
state contracts and grants, 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 contract
or grant provisions. Amounts received prior to incurring qualifying expenditures are reported
as refundable advances in the statement of financial position.

Contributions. The Organization recognizes contributions when cash, securities or other
assets; an unconditional promise to give; or a notification of a beneficial interest is received.
Conditional promises to give - that is, those with a measurable performance or other barrier
and a right of return - are not recognized until the conditions on which they depend have been
met. The Organization did not have any conditional promises to give at June 30, 2022.

Thrift Store. The Organization recognizes revenue from thrift store sales at the time of the
sale.

Contributions Receivable

Unconditional promises to give that are expected to be collected in less than one year are
reported at net realizable value. Unconditional promises to give that are expected to be
collected in periods greater than one year are recorded at net present value of expected cash
flows. Management does not believe an allowance for uncollectible amounts is necessary based
on historical experience with donors, and accordingly has made no allowance for doubtful
accounts.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Contract Receivable

Effective January 25, 2019, the Organization contributed funds to two quasi-endowments to
be managed by the Arizona Community Foundation. Under the terms of the endowment
agreements, the Arizona Community Foundation will invest funds on behalf of the
organization in return for which the organization pays a management fee. Four point two-five
percent of the principal of the endowment will be available to the Verde Valley Sanctuary, Inc.
annually, in future years. The remaining principal of the endowment is restricted and may not
be invaded without approval of the Foundation’s Board of Directors. The original investment
into the funds was $250,000. As a result of the contractual restricts, a non-current contract
receivable is reflected in the accompanying statement of financial position in the amount of
$1,314,959, as of June 30, 2022 for this asset.

Inventories

At June 30, 2022, the organization had inventories of clothing and other miscellaneous items
available for sale in their thrift stores. Accounting principles generally accepted in the United
States of America require the organization to recognize thrift store inventory at the time of
donation and reflect cost of goods sold and a reduction in inventory at the time of sale.
Inventory is recorded at estimated net realizable value, or fair value less costs of disposition.
Inventory for the year ending June 30, 2022 was $147,757. Physical inventory is taken
annually.

Property and Equipment

All acquisitions of property and equipment with a cost in excess of $5,000 and all expenses for
repairs, maintenance, renewals, and betterments that materially prolong the useful lives of
assets are capitalized. Property and equipment are carried at cost or, if donated, at the
approximate fair market value at the date of donation. Depreciation is computed using the
straight-line method over the estimated useful lives of the respective assets, ranging from 5 to
10 years for vehicles, furniture and equipment and 30 years for buildings. Depreciation expense
for the current fiscal year was $128,371.

The Organization reviews long-lived assets 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 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.
Management does not believe impairment indicators are present.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Compensated Absences

Employees are entitled to personal time off (PTO), depending on job classification, length of
service, and other factors. It is the Organization’s policy to recognize the cost of compensated
absence when leave is earned by employees.

Donated Services and In-Kind Contributions

Donations of property and equipment are recorded as contributions at fair value at the date of
donation. Such donations are reported as increases in net assets without donor restrictions
unless the donor has restricted the donated asset to a specific purpose. Assets donated with
explicit restrictions regarding their use and contributions of cash that must be used to acquire
property and equipment are reported as increases in net assets with donor restrictions. Absent
donor stipulations regarding how long those donated assets must be maintained, the
Organization reports expirations of donor restrictions when the donated or acquired assets are
placed in service. The Organization reclassifies net assets with donor restrictions to net assets
without restrictions at that time.

Volunteers contribute significant amounts of time to the Organization’s program services,
administration, and fundraising activities; however the financial statements do not reflect the
value of these contributed services because they do not meet recognition criteria prescribed in
generally accepted accounting principles.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a
functional basis in the Statement of Activities and in the Statement of Functional Expenses.
Accordingly, certain costs have been allocated among the programs and supporting services
benefited. Such allocations are determined by management on an equitable basis.

The expenses that are allocated include the following:

Expense Method of Allocation
Salaries and benefits | Time and effort

Advertising
The Organization uses advertising to promote its programs among the audiences it serves. The

production costs of advertising are expensed as incurred. During the current fiscal year,
advertising costs totaled $11,568.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Regulatory Environment

The Organization’s operations are concentrated in contracts to provided services to the State
of Arizona. In addition, the organization operates in a heavily regulated environment. The
operations of the organization are subject to the administrative directives, rules and regulations
by federal, state and local regulatory agencies, including, but not limited to, the State of
Arizona Department of Economic Security and the Arizona Department of Public Safety; such
administrative directives, rules and regulations are subject to change. Changes may occur with
little notice or inadequate funding to pay for the related cost, including the additional
administrative burden, to comply. Any disallowed claims, due to audit or adjustment, including
amount already collected, may constitute a liability. The amount, if any, of fees that may be
disallowed cannot be determined at this time, although management expects such amounts, if
any to be immaterial.

Income Tax Status

The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal
Revenue Code and similar State of Arizona tax provisions. The Organization’s Form 990,
Return of Organization Exempt from Income Taxes, is generally subject to examination by the
Internal Revenue Service for three years after the date filed.

Management has evaluated the tax positions taken or expected to be taken, if any, on its exempt
organization filings, and the likelihood that upon examination those positions would be
sustained. Based on the results of this evaluation, management believes there are no uncertain
tax positions.

New Accounting Pronouncement

During the fiscal year, the Organization adopted Accounting Standards Update (ASU)
2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial
Assets (Topic 958). The update increases transparency of contributed nonfinancial assets
through enhancements to presentation and disclosures. The adoption did not have a significant
impact on the Organization’s financial statements.

Recent Accounting Pronouncements Issued Not Yet Effective

In February 2016, the FASB issued ASU Update 2016-02, Leases (Topic 842). The ASU will
require entities to recognize assets and liabilities for both capital and operating leases with
lease terms of more than 12 months on the Statement of Financial Position. This ASU is
effective for fiscal years beginning after December 15, 2021. The Organization is currently
evaluating the effect that this pronouncement will have on its financial statements and related
disclosures.

Date of Management’s Review

In preparing these financial statements, the Organization has evaluated events and transactions
for potential recognition or disclosure through March 29, 2023, which is the date the financial
statements were available to be issued.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 2 - LIQUIDITY AND AVAILABILITY
The following represents the Organization’s financial assets at fiscal year end:

Financial assets at year end:

Cash and cash equivalents $ 864,566
Contracts receivable 1,314,959
Grants receivable 156,894
Total financial assets 2,336,419

Less amounts not available to be used within one year:

Net assets with donor restrictions 305,073
Quasi-endowment established by the Board 1,314,959
Financial assets available to meet general
expenditures over the next twelve months § 716,387

The Organization regularly monitors liquidity required to meet its operating needs and other
contractual commitments, while also striving to maximize the investment of its available funds.
As part of its liquidity plan, the Organization invests cash in excess of daily requirements in
short-term investments, typically bank savings accounts.

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS

Fair value is defined as the price that the Organization would receive to sell an asset or pay to
transfer a liability in an orderly transaction between market participants at the measurement
date.

Accounting standards establish a three-tier fair value hierarchy that prioritizes the inputs to
valuation techniques. Inputs refer broadly to the assumptions that market participants use to
make valuation decisions, including assumptions about risk. Observable inputs are those that
reflect the assumptions that market participants would use in pricing the asset and are based
on market data obtained from independent sources. Unobservable inputs reflect the
Organization’s assumptions about the inputs market participants would use in pricing the asset
or liability developed based on the best information available in the circumstances. The three-
tier hierarchy of inputs is summarized in the three broad levels listed below:

Level 1: Quoted prices in active markets for identical investments.

Level 2: Quoted prices for similar assets or liabilities in active markets, quoted prices
for identical or similar assets or liabilities in inactive markets, inputs other
than quoted prices that are observable for the asset or liability.

Level 3: Unobservable inputs for the asset or liability.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS

The level of fair value hierarchy within which a fair value measurement in its entirety falls is
based on the lowest level input that is significant to the fair value measurement in its entirety.

Fair Values Measured on Recurring Basis

Fair values of assets measured on a recurring basis for contract receivable — Beneficial Interest
in Assets held by Community Foundation (Level 3) at year end were $1,314,959.

The following methods and assumptions were used to estimate the fair value for each class of
financial instrument measured at fair value.

Investments — Fair values for investments are determined by reference to quoted market prices
and other relevant information generated by market transactions.

The Organization recognizes transfers into and out of levels within the fair value hierarchy at
the end of the reporting period. There were no transfers between levels during the current
fiscal year.

Assets measured at fair value on a recurring basis using significant unobservable inputs
(Level 3 inputs) are as follows:

Assets Held by

Community

Foundation
Beginning of year $ 335,432
Purchases/contributions 1,076,809
Investment return, net (97,282)
End of year $ 1,314,959

NOTE 4 - GRANTS RECEIVABLE
Grants receivable consists of amounts due from various public-funding agencies. All are

considered to be fully collectible and accordingly, no allowance for doubtful accounts is
considered necessary. The balance of grants receivable at June 30, 2022 was $156,894.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following.

Land $ 819,711
Buildings 2,912,568
Furniture and fixtures 187,565
Computer equipment 3,999
Vehicles 122,049
Total property and equipment 4,045,892
Less: Accumulated depreciation and amortization (889,645)
Net property and equipment $ 3,156,247

NOTE 6 - ENDOWMENTS

Net assets at June 30, 2022, include a quasi-endowment fund established by the Board of
Directors support the organization’s programs. As required by generally accepted accounting
principles, net assets associated with endowment funds are classified and reported based on
the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the State of Arizona’s version of
the 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 funds absent explicit donor restrictions to the contrary. As a result of this
interpretation, the Organization classifies as net assets with donor restrictions (1) the original
value of gifts donated to the permanent endowment, (2) the original value of subsequent gifts
to the permanent endowment, and (3) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the donor-restricted endowment
fund that is not classified in net assets with donor restrictions is classified as net assets without
donor restrictions until those amounts are appropriated for expenditure by the Organization in
a manner consistent with the standard of prudence prescribed by UPMIFA.

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 various funds, (2) the purposes of the donor-restricted endowment
funds, (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, and (7) the Organization's investment policies.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 6 - ENDOWMENTS

The Organization has adopted investment and spending policies for endowment assets that
attempt to subject the fund to low investment risk and provide its program with current income.
Endowment assets are invested in mutual funds. The Organization seeks to build endowment
assets through additional contributions.

Endowment Net Asset Composition by Type of Fund for Board-designated endowment funds
without donor restrictions as of year end were $1,314,959.

Changes in Endowment Net Assets as of year end:

Without
Donor
Restriction
Endowment net assets, beginning of year § 335,432
Contributions 1,076,809
Investment return, net (97,282)
Endowment net assets, end of year $ 1,314,959
NOTE 7 — NET ASSETS
Net assets without donor restrictions were as follows:
Board designated endowments $ 1,314,959
Undesignated 2,916,224
Total unrestricted net assets $ 4,231,183
Net assets with donor restrictions were as follows:
Specific Purpose
Pet friendly housing $ 80,434
Step ahead 32,008
Play area 40,000
Other purpose restricted 152,631
Total $ 305,073

Page 15



VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 8 - OPERATING LEASE COMMITMENTS

The Verde Valley Sanctuary, Inc. leases residential and office space facilities under operating
leases. The organization pays rent on behalf of some consumers through the transitional
housing program, but is not a party to the leases. The Community Outreach Center is leased
under a one year lease commencing January 1, 2021 and ending December 31, 2021 at $1,328
per month and under a one year lease commencing January 1, 2022 and ending
December 31, 2022 at $1,368 per month. Office space is leased under a one year lease
commencing January 1, 2022 and ending December 31, 2022 at $1,460 per month. Total rent
expense under all agreements for the year ended June 30, 2022 was $39,123. Future minimum
lease payments at June 30, 2022 were $16,968.

NOTE 9 - DEBT

Debt outstanding consisted of the following:

Description

Note payable to United States Department of Agriculture $ 178,402
(USDA) dated July 27, 2021. Monthly payments of $698 at

2.25% for 30 years.

Note payable to United States Department of Agriculture 303,104

(USDA) dated August 6, 2021. Monthly payments of $1,405 at
2.75% for 26 years.

Note payable to BMO Harris Bank dated September 20, 2021. 465,213
Monthly payments of $2,595 at 4.25% for 119 months with one
final payment of $346,121.

Total long-term debt $ 946,719

The future scheduled maturities of long-term debt are as follows:

Principal Interest Total

Year End:

2023 $§ 24525 8§ 31,851 § 56,376

2024 25,363 31,014 56,377

2025 26,232 30,144 56,376

2026 27,133 29,243 56,376

2027 28,067 28,309 56,376

Thereafter 815,399 308,302 1,123,701
Total $ 946,719 § 458,863 $ 1,405,582
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VERDE VALLEY SANCTUARY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 10 - COMMITMENTS AND CONTINGENCIES

The Organization is subject to certain loss contingencies, such as litigation, arising in the
normal conduct of its activities. In the opinion of management, the liability, if any, for such
contingencies will not have a material effect on the Organization’s financial position.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if
any, of expenditures/expenses that may be disallowed by the grantor cannot be determined at
this time, although the Organization expects such amounts, if any, to be immaterial.

NOTE 11 - CONTRIBUTED NONFINANCIAL ASSETS

The Organization received the following contributions of nonfinancial assets during the fiscal
year:

Thrift store inventory $ 461,642
Client supplies 28,586
Total $ 490,228

The Organization receives items to be sold at its thrift stores. Contributed inventory is
estimated at 50 percent of sales revenue. In addition, the Organization receives donations of
various supplies, including gift cards; home goods; and toiletries, to be provided to clients as
needed. Contributed supplies are valued at fair market value at the time of donation.

NOTE 12 — PENSION PLAN

Effective October 15, 2012, the organization sponsors a tax-sheltered annuity salary deferral
plan under section 401-K of the Internal Revenue Code. Under the plan agreement, the
organization matches employee contributions up to one percent of their salaries. Pension plan
expense for the year ended June 30, 2022 was $6,286, which is included in Employment
Related Costs.
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Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with

Government Auditing Standards

Independent Auditor’s Report

Board of Directors
Verde Valley Sanctuary, Inc.

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
Verde Valley Sanctuary, Inc., which comprise the statement of financial position as of
June 30, 2022, and the related statements of activities, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements, and have issued our report
thereon dated March 29, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Verde Valley
Sanctuary, Inc.’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 Verde Valley Sanctuary, Inc.’s internal control. Accordingly, we do not express
an opinion on the effectiveness of Verde Valley Sanctuary, Inc.’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
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. We
did identify a certain deficiency in internal control, described in the accompanying schedule of
findings and questioned costs as item FS-2022-001 that we consider to be a significant deficiency.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Verde Valley Sanctuary, Inc.’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.

Verde Valley Sanctuary, Inc.’s Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the Verde
Valley Sanctuary, Inc.’s response to the finding identified in our audit and described in the
accompanying schedule of findings and questioned costs. Verde Valley Sanctuary, Inc.’s response
was not subjected to the other auditing procedures applied in the audit of the financial statements
and, accordingly, we express no opinion on the response.

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.

Heinteld Meeth & Co.VC

Heinfeld, Meech & Co., P.C.
Flagstaff, Arizona
March 29, 2023
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Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; and
Report on Schedule of Expenditures of Federal Awards
Required by the Uniform Guidance

Independent Auditor’s Report

Board of Directors
Verde Valley Sanctuary, Inc.

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Verde Valley Sanctuary, Inc.’s compliance with the types of compliance
requirements identified as subject to the audit in the OMB Compliance Supplement that could have
a direct and material effect on each of Verde Valley Sanctuary, Inc.’s major federal programs for
the year ended June 30, 2022. Verde Valley Sanctuary, Inc.’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

In our opinion, Verde Valley Sanctuary, Inc. 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 June 30, 2022.

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
(Government Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Verde Valley Sanctuary, Inc. 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 Verde Valley Sanctuary, Inc.’s compliance with the compliance requirements
referred to above.
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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 Verde Valley Sanctuary, Inc.’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error and express an
opinion on Verde Valley Sanctuary, Inc.’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 Verde
Valley Sanctuary, Inc.’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 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 Verde Valley Sanctuary, Inc.’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 Verde Valley Sanctuary, Inc.’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 Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of Verde Valley Sanctuary, Inc.’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

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 and therefore, material weaknesses or
significant deficiencies may exist that were not identified. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses. However, as
discussed below, we did identify a certain deficiency in internal control over compliance, that we
consider to be a significant deficiency.
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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. We
consider the deficiency in internal control over compliance described in the accompanying
schedule of findings and questioned costs as item 2022-001 to be a significant deficiency.

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.

Government Auditing Standards requires the auditor to perform limited procedures on Verde
Valley Sanctuary, Inc.’s response to the internal control over compliance finding identified in our
audit described in the accompanying schedule of findings and questioned costs. Verde Valley
Sanctuary, Inc.’s response was not subjected to the auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.

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.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance
We have audited the financial statements of the Verde Valley Sanctuary, Inc. as of and for the year
ended June 30, 2022, and have issued our report thereon dated March 29, 2023, which contained
an unmodified opinion on those financial statements. Our audit was conducted for the purpose of
forming an opinion on the financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures
of federal awards is fairly stated in all material respects in relation to the financial statements taken
as a whole.

Heinteld Meeth & Co.VC

Heinfeld, Meech & Co., P.C.
Flagstaff, Arizona
March 29, 2023
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VERDE VALLEY SANCTUARY, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Fiscal Period 7/1/2021 - 6/30/2022

Additional Identifying Number
Federal Award Name of Funder Assigned By Funder Federal
CFDA Identification Pass-Through Pass-Through Federal Program Cluster Cluster
Federal Awarding Agency/Program Title Number (Optional) Entity Entity Expenditures Total Name Total
DEPARTMENT OF AGRICULTURE
COMMUNITY FACILITIES LOANS AND
COMMUNITY FACILITIES LOANS AND GRANTS 10.766 $492,119 $492,119 GRANTS CLUSTER $492,119
TOTAL DEPARTMENT OF AGRICULTURE
$492,119
DEPARTMENT OF JUSTICE
ARIZONA DEPARTMENT OF PUBLIC
CRIME VICTIM ASSISTANCE 16.575 SAFETY 2018-V2-GX-0012 5461,716 461,716 N/A 50
TOTAL DEPARTMENT OF JUSTICE
$461,716
DEPARTMENT OF HEALTH AND HUMAN SERVICES
ARIZONA DEPARTMENT OF
TEMPORARY ASSISTANCE FOR NEEDY FAMILIES 93.558 ECONOMIC SECURITY ADES-17-178653 5194,701 5209,665 477 CLUSTER $209,665
ARIZONA DEPARTMENT OF
TEMPORARY ASSISTANCE FOR NEEDY FAMILIES 93.558 ECONOMIC SECURITY ADES18-202037 514,964 5209,665 477 CLUSTER $209,665
ARIZONA DEPARTMENT OF
SOCIAL SERVICES BLOCK GRANT 93.667 ECONOMIC SECURITY ADES-17-178653 55,822 55,822 N/A S0
FAMILY VIOLENCE PREVENTION AND SERVICES/DOMESTIC VIOLENCE ARIZONA DEPARTMENT OF HEALTH
SHELTER AND SUPPORTIVE SERVICES 93.671 SERVICES ADHS17-185594 595,875 595,875 N/A S0
TOTAL DEPARTMENT OF HEALTH AND HUMAN SERVICES
$311,362
$1,265,197

TOTAL EXPENDITURE OF FEDERAL AWARDS

Please Note:
Italicized award lines indicate pass-through funding

The accompanying Notes to the Schedule of Expenditures of Federal Awards are an integral part of the schedule.
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VERDE VALLEY SANCTUARY, INC.
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Fiscal Period 7/1/2021 - 6/30/2022

Significant Accounting Policies Used in Preparing the SEFA

The accompanying Schedule of Expenditures of Federal Awards (Schedule) includes the federal grant activity
of Verde Valley Sanctuary, Inc. under programs of the federal government for the year ended June 30, 2022.
The information in the 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 the Organization, it is not intended to and does not present the financial position, changes in net
position or cash flows of the Organization. Expenditures reported on the Schedule are reported on the full
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. Any 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. Pass-through entity identifying
numbers are presented where available.

10% De Minimis Cost Rate
The auditee did not use the de minimis cost rate.

Loan/loan guarantee outstanding balances
COMMUNITY FACILITIES LOANS AND GRANTS (10.766) - Balances outstanding at the end of the audit period
were $481,506.

Assistance Listing Numbers

The program titles and Assistance Listing numbers were obtained from the federal or pass-through grantor or
through sam.gov. If the three-digit Assistance Listing extension is unknown, there is a U followed by a two-
digit number in the Assistance Listing extension to identify one or more Federal award lines from that
program. The first Federal program with an unknown three-digit extension is indicated with U01 for all award
lines associated with that program, the second is U02, etc.
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VERDE VALLEY SANCTUARY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2022

Summary of Auditor’s Results:

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting:
o Significant deficiency(ies) identified: Yes
e Material weakness(es) identified: No

Noncompliance material to financial statements noted: No

Federal Awards

Internal control over major programs:
o Significant deficiency(ies) identified: Yes
e Material weakness(es) identified: No

Type of auditor’s report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in accordance with §200.516 of
Uniform Guidance: No

Identification of major programs:

Assistance Listing Number Name of Federal Program or Cluster
16.575 Crime Victim Assistance

Dollar threshold used to distinguish between Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee: Yes

Findings Related to Financial Statements Reported in Accordance with Government
Auditing Standards: Yes

Findings and Questioned Costs Related to Federal Awards: Yes

Summary Schedule of Prior Audit Findings required to be reported: Yes
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VERDE VALLEY SANCTUARY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2022

FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Finding Number: FS-2022-001

Repeat Finding: No

Type of Finding: Significant Deficiency

Description: Internal Controls Over Financial Reporting and Capital Assets

CRITERIA

Management is responsible for establishing and maintaining internal controls to ensure the
Organization’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). Controls should include a review of the financial statements to ensure all
accounting transactions are properly reflected within the financial statements. Controls should also
include review of disbursement transactions to ensure purchases for capital items are not expensed.

CONDITION
The Organization lacked key internal controls surrounding management review. In addition,
internal controls did not operate as designed to detect errors in account balances.

CAUSE
Turnover in key accounting positions led to inadequate review of year end balances,
disbursements, and supporting documentation not being maintained.

EFFECT
Transactions were not adequately reviewed throughout the year. In addition, audit adjustments
were necessary to properly state the Organization’s financial statements.

CONTEXT
The sample was not intended to be, and was not, a statistically valid sample. The following errors
were noted:
e Bank reconciliations were not always completed timely. In addition, there was no process to
indicate management reviewed the bank reconciliations.
e Journal entries were not reviewed and approved by someone other than the preparer. As a
result, an entry to book in-kind donations for $22,534 was posted backwards.
e Building remodel costs of $58,605 were not capitalized.

RECOMMENDATION
Management review controls should be implemented to ensure all transactions are reviewed timely
throughout the year.

VIEWS OF RESPONSIBLE OFFICIALS
See Corrective Action Plan.
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VERDE VALLEY SANCTUARY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2022

FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS

Finding Number: 2022-001
Repeat Finding: No

Assistance Federal
Program Names/Assistance Listing Award Questioned
Listing Titles: Numbers: Numbers: Costs:
Crime Victim Assistance 16.575 2018-V2-GX-0012 N/A
Family Violence Prevention and
Services/Domestic Violence
Shelter and Supportive Services 93.671 ADHS17-185594 N/A

Federal Agency: U.S. Department of Justice/U.S. Department of Health and Human Services
Pass-Through Agencies: Arizona Department of Public Safety/Arizona Department of Health Services
Questioned Costs: N/A

Type of Finding: Significant Deficiency

Compliance Requirement: Activities Allowed or Unallowed, Allowable Costs/Cost Principles

CRITERIA

Uniform Guidance (CFR 200.510(b)) requires that non-federal entities receiving federal awards
establish and maintain internal controls designed to reasonably ensure compliance with laws,
regulations and program requirements. The Organization must ensure expenses reported on the
Schedule of Expenditures of Federal Awards is properly supported.

CONDITION
The Organization lacked sufficient internal controls over tracking expenses for its federal grants.

CAUSE
Turnover in key accounting positions led to an inconsistent methodology of classifying expenses
throughout the year.

EFFECT
Amounts reported on the Schedule of Expenditures of Federal Awards were not fully supported
by the financial reporting software.

CONTEXT

The sample was not intended to be, and was not, a statistically valid sample. Federal expenses
reported in the financial reporting software did not agree with amounts on the Schedule of
Expenditures of Federal Awards. The amounts reported on the Schedule of Expenditures of
Federal Awards are total reimbursements received.
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VERDE VALLEY SANCTUARY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2022

FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS
Finding Number: 2022-001
RECOMMENDATION

The Organization should ensure policies and procedures for tracking federal grant expenses are
accurate.

VIEWS OF RESPONSIBLE OFFICIALS
See Corrective Action Plan.
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E)r\:aldng the Cyc]c of Domestic Violcnqc - g

March 29, 2023

To Whom It May Concern:

The accompanying Corrective Action Plan has been prepared as required by U.S. Office of
Management and Budget Uniform Guidance. The name of the contact person responsible for
corrective action, the planned corrective action, and the anticipated completion date for each
finding included in the current year’s Schedule of Findings and Questioned Costs have been
provided.

In addition, we have also prepared the accompanying Summary Schedule of Prior Audit Findings
which includes the status of audit findings reported in the prior year’s audit.

Sincerely,

Jessica Bryson
Business Manager

P.O. Box 595, Sedona, AZ 86339 Phone: 928.634.2511 www.VerdeValleySanctuary.org
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VERDE VALLEY SANCTUARY, INC.
CORRECTIVE ACTION PLAN
YEAR ENDED JUNE 30, 2022

Findings Related to Financial Statements Reported in Accordance with Government
Auditing Standards

Finding Number: FS-2022-001

Contact Person: Jessica Bryson, Finance Administrator

Anticipated Completion Date: Completed effective October 2022

Planned Corrective Action: The Organization continued to experience a significant amount of
staff turnover throughout fiscal year 2022. A new Finance Administrator was hired in August
2022, and issues related to financial reporting began to be addressed. A new system of class and
customer/job tracking was put into place to more accurately track expenses related to the
organization’s operations. A new system of internal controls was also initiated, wherein
transactions are verified/reviewed by an independent accounting firm, the organizations Treasurer,
and/or the Executive Director. A monthly close process was put into place, ensuring that account
reconciliations and transactions are completed timely, thus reducing the likelihood of errors. The
Organization also instituted a Finance Committee in April 2022, which meets monthly to review
financial statements and finance-related issues. With the stabilization of key staff and effective
systems of accounting in place, the organization has tightened up internal controls relative to
accounting, to achieve compliance in accordance with Government Auditing Standards.

Findings and Questioned Costs Related to Federal Awards

Finding Number: 2022-001

Program Name/Assistance Listing Titles: Crime Victim Assistance; Family Violence Prevention
and Services/Domestic Violence Shelter and Supportive Services

Assistance Listing Numbers: 16.575, 93.671

Contact Person: Jessica Bryson, Finance Administrator

Anticipated Completion Date: Completed effective October 2022

Planned Corrective Action: During the audited fiscal year, the organization experienced
significant staff turnover in the Finance Department. As a result, the methodology of accounting
relative to class/customer tracking changed part-way through the year. This resulted in the inability
to immediately produce documentation from the financial reporting software that corroborated the
grant billings. Although the organization is confident that expenses were billed to appropriate
grants throughout the year (due to backup documentation in the grant billing portals), the
organization’s financial software did not directly reflect this. To correct this problem, a new
class/customer tracking system has been established to ensure that the financial reporting software
more accurately tracks expenditures related to Federal Awards and organizational programs.
Furthermore, grant billings are regularly reviewed by an independent accounting firm, the
organizations Treasurer, and/or the Executive Director to ensure proper coding/tracking.
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VERDE VALLEY SANCTUARY, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2022

Status of Findings Related to Financial Statements Reported in Accordance with
Government Auditing Standards

Finding Number: FS-2021-001
Status: Fully corrected.

Status of Findings and Questioned Costs Related to Federal Awards

Finding Number: 2021-001

Program Name/Assistance Listing Title: Crime Victim Assistance
Assistance Listing Number: 16.575

Status: Fully corrected.
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Verde Valley Sanctuary, Inc.

Management Letter
For the Year Ended June 30, 2022



#)) HeinfeldMeech Tocson - Scotsdle - Fegat

The Board of Directors
Verde Valley Sanctuary, Inc.

Members of the Board of Directors:

In planning and conducting our audit of the financial statements of Verde Valley Sanctuary, Inc.
for the year ended June 30, 2022, we considered Verde Valley Sanctuary, Inc.’s internal control
over financial reporting.

Our audit disclosed opportunities for strengthening internal controls. Management should address
these items to ensure that it fulfills its responsibility to establish and maintain adequate internal
controls and comply with laws, regulations, contracts, and grant agreements. Those items and our
related recommendations are briefly described in the accompanying summary. The items
discussed in the accompanying summary are only a result of audit procedures performed based on
risk assessment procedures and not all deficiencies or weaknesses in controls may have been
identified.

This information is intended for Verde Valley Sanctuary, Inc.’s Board of Directors and is not
intended to be and should not be used by anyone other than the specified party.

We have already discussed these items and suggestions with Verde Valley Sanctuary, Inc.
personnel and we will be pleased to discuss them in further detail at your convenience, to perform
any additional study of these matters, or to assist you in implementing the recommendations.

Sincerely,

Neinfeld Meech & Co. VC

Heinfeld, Meech & Co., P.C.
Flagstaft, Arizona
March 29, 2023
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VERDE VALLEY SANCTUARY, INC.
MANAGEMENT LETTER
YEAR ENDED JUNE 30, 2022

Cash Receipts
For one of 20 cash receipts reviewed, the receipt was coded to Thrift Shop Sales rather than

Donations.
Cash receipts should be more closely reviewed to ensure revenues are correctly categorized.

Disbursements
For 12 of 45 disbursements reviewed, no evidence of client clerical check/cancellation was noted.

The Organization should design and implement a process to cancel vendor invoices.

Journal Entries
Journal entries were not sequentially numbered. In addition, the same entry number was used for
multiple related corrections throughout the year.

The Organization should ensure journal entries are sequentially numbered and numbers are not
repeated.

Statement of Functional Expenses

The Organization does not have a formal method for allocating expenses across multiple functions
on the Statement of Functional Expenses. Within the Statement of Functional Expenses, $376,767
of expenses were allocated using prior year allocation rates.

The Organization should develop a methodology for allocating expenses across multiple functions.

Payroll
During our review of payroll, we noted the following:

e For three of 40 payroll records reviewed, gross pay could not be recalculated. Employees
were underpaid by a net amount of $218.

e Contracts and hourly rates should be reviewed and approved by employees on a yearly
basis.

The Organization should review and approve employee pay rates annually. In addition, bi-weekly
pay should be reviewed thoroughly to ensure employees are paid appropriately.

Notes Payable
The maturity date per the BMO Harris loan documents did not agree to the Sanctuary's payment

schedule. The schedule was built using 300 equal payments rather than 119 equal payments and 1
balloon payment.

The Organization should revise payment schedules to align with loan terms rather than adjusting
the payment schedules for expected refinancing scenarios.
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