SPECIAL SPACES, INC.
Knoxville, Tennessee
FINANCIAL STATEMENTS

December 31, 2023 and 2022

» ] PUGH
CPAs




-1-

PUGH & COMPANY, P.C.
315 NORTH CEDAR BLUFF ROAD, SUITE 200
KNOXVILLE, TENNESSEE 37923

TELEPHONE 865-769-0660

‘ PAS FAX 865-769-1660

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Special Spaces, Inc.
Knoxville, Tennessee

Opinion

We have audited the financial statements of Special Spaces, Inc. (the Organization) which comprise the statements
of financial position as of December 31, 2023 and 2022, 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 present fairly, in all material respects, the financial position of
the Organization as of December 31, 2023 and 2022, and the changes in its net assets and its cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
(GAAS). 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 the Organization and
to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits.
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 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 Organization’s ability to continue as a going
concern within one year after the date that the financial statements are issued or available to be issued.

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 GAAS 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.
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In performing an audit in accordance with GAAS, we:

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

e |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
the Organization’s internal control. Accordingly, no such opinion is expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Organization’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.
pug/L & C)ompan% /Q C
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SPECIAL SPACES, INC.

STATEMENTS OF FINANCIAL POSITION

As of December 31, 2023 2022
ASSETS
CURRENT ASSETS
Cash $ 1,684,757 $ 1,566,649
Receivables:
Contributions 27,500 1,000
Pledges, Net 75,000 67,518
Prepaid Expenses 70,059 63,060
Total Current Assets 1,857,316 1,698,227
PROPERTY AND EQUIPMENT
Furniture and Equipment 25,243 25,243
Vehicles 48,301 0
Accumulated Depreciation (20,453) (15,313)
Total Property and Equipment, Net 53,091 9,930
PLEDGES RECEIVABLE, NET 0 75,000
TOTAL ASSETS $ 1,910,407 $ 1,783,157

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES

Accrued Expenses $ 12,296 $ 26,117
Deferred Revenue 120,857 212,250
Total Current Liabilities 133,153 238,367

NET ASSETS
Net Assets Without Donor Restrictions 1,702,254 1,402,272
Net Assets With Donor Restrictions 75,000 142,518
Total Net Assets 1,777,254 1,544,790
TOTAL LIABILITIES AND NET ASSETS $ 1,910,407 $ 1,783,157

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



SPECIAL SPACES, INC.
STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2023

Without Donor With Donor
Restrictions Restrictions Total
REVENUES AND OTHER SUPPORT
Contributions:
Contributions $ 1,004,741 $ 0 1,004,741
Contributions of Nonfinancial Assets 319,896 0 319,896
Total Contributions 1,324,637 0 1,324,637
Fund Raising Activities, Net 936,346 0 936,346
Miscellaneous Income 39,920 0 39,920
Net Assets Released from Restrictions 67,518 (67,518) 0
Total Revenues and Other Support 2,368,421 (67,518) 2,300,903
EXPENSES
Program Senices 1,707,102 0 1,707,102
Management and General 181,700 0 181,700
Fundraising 179,637 0 179,637
Total Expenses 2,068,439 0 2,068,439
CHANGE IN NET ASSETS 299,982 (67,518) 232,464
NET ASSETS, BEGINNING OF YEAR 1,402,272 142,518 1,544,790
NET ASSETS, END OF YEAR $ 1,702,254 $ 75,000 $ 1,777,254

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



SPECIAL SPACES, INC.
STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2022

Without Donor With Donor
Restrictions Restrictions Total
REVENUES AND OTHER SUPPORT
Contributions:
Contributions $ 853,911 §$ 0 $ 853,911
Contributions of Nonfinancial Assets 375,475 0 375,475
Total Contributions 1,229,386 0 1,229,386
Fund Raising Activities, Net 750,866 0 750,866
Miscellaneous Income 28,833 0 28,833
Net Assets Released from Restrictions 80,377 (80,377) 0
Total Revenues and Other Support 2,089,462 (80,377) 2,009,085
EXPENSES
Program Senices 1,550,197 0 1,550,197
Management and General 130,588 0 130,588
Fundraising 128,804 0 128,804
Total Expenses 1,809,589 0 1,809,589
CHANGE IN NET ASSETS 279,873 (80,377) 199,496
NET ASSETS, BEGINNING OF YEAR 1,122,399 222,895 1,345,294
NET ASSETS, END OF YEAR $ 1,402,272 $ 142,518 $ 1,544,790

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



SPECIAL SPACES, INC.

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2023

Materials and Labor for Room Makeovers
Salaries and Related

Office Expenses

Rent

Travel

Professional Fees

Staff Development

Business Insurance

Volunteer Hospitality
Fundraising - Expenses Indirect
Maintenance, Utilities and Phone
Bank Fees

State Registrations

Depreciation

Total

$

Program Management

Services and General Fundraising Total
1,155,997 $ 0 $ 0 $ 1,155,997
383,688 108,599 57,916 550,203
14,619 11,520 0 26,139
18,681 1,847 1,847 22,375
15,259 0 0 15,259
5,022 48,621 62,444 116,087
2,106 0 0 2,106
4,056 4,057 4,056 12,169
99,615 0 0 99,615
0 0 50,060 50,060
3,101 1,601 1,601 6,303
3,245 0 0 3,245
0 3,741 0 3,741
1,713 1,714 1,713 5,140
1,707,102  $ 181,700 $ 179,637 $ 2,068,439

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



SPECIAL SPACES, INC.

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2022

Materials and Labor for Room Makeovers
Salaries and Related

Office Expenses

Rent

Travel

Professional Fees

Staff Development

Business Insurance

Volunteer Hospitality
Fundraising - Expenses Indirect
Maintenance, Utilities and Phone
Bank Fees

State Registrations
Contributions

Depreciation

Total

$

Program Management

Services and General Fundraising Total
1,036,103 $ 0o $ o $ 1,036,103
186,261 79,093 49,651 315,005
10,426 10,099 0 20,525
21,757 0 0 21,757
24,613 0 0 24,613
116,524 33,626 41,559 191,709
2,842 0 0 2,842
3,768 3,768 3,768 11,304
58,800 0 0 58,800
0 0 32,116 32,116
1,357 1,157 1,157 3,671
3,747 0 0 3,747
0 2,292 0 2,292
83,446 0 0 83,446
553 553 553 1,659
1,650,197 $ 130,588 $ 128,804 $ 1,809,589

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



SPECIAL SPACES, INC.

STATEMENTS OF CASH FLOWS

For the Years Ended December 31,
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $

Adjustments to Reconcile Change in Net Assets to Net Cash
Provided by Operating Activities:
Depreciation of Furniture and Equipment
(Increase) Decrease in Receivables
(Increase) Decrease in Prepaid Expenses
Increase (Decrease) in Liabilities
Increase (Decrease) in Deferred Revenue

Total Adjustments

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment

Net Cash Used in Investing Activities
NET INCREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR $

2023 2022
232,464 $ 199,496
5,140 1,659
41,018 84,377
(6,999) (30,977)
(13,821) 6,214
(91,393) (40,125)
(66,055) 21,148
166,409 220,644
(48,301) (9,719)
(48,301) (9,719)
118,108 210,925
1,566,649 1,355,724
1,684,757 $ 1,566,649

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



SPECIAL SPACES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2023 and 2022

NOTE 1 - NATURE OF OPERATIONS

Special Spaces, Inc. is a not-for-profit organization whose principal purpose is to develop and construct customized
rooms for children with critical ilinesses. Special Spaces, Inc. (the “Organization”) was organized in 2004 and currently
has 12 chapter locations across the United States. The Organization is supported by local businesses, corporations
and other groups. These supporters generally provide a team of volunteers to help with the decorating and
completion of each child’s bedroom. The Organization is governed by a volunteer board of directors. All chapters
also have a mix of volunteer and compensated chapter directors who oversee the activities within their chapters. The
Organization’s national office operates in Knoxville, Tennessee.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of the significant accounting policies followed by the Organization:

Basis of Accounting - The financial statements are prepared on the accrual basis in accordance with accounting
principles generally accepted in the United States of America (GAAP).

Estimates - The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Actual results could vary from
those estimates. Management believes that these estimates and assumptions provide reasonable basis for the fair
presentation of the financial statements.

Basis of Presentation - The financial statements of the Organization have been prepared on the accrual basis and
in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 958-
205, Not-for-Profit Entities, Presentation of Financial Statements.

The Organization reports information regarding its financial position and activities in the following categories:

Without Donor Restrictions - Net assets that are not subject to donor-imposed restrictions and may be expended for
any purpose in performing the primary objectives of the Organization. The Organization's board may designate assets
without restrictions for specific operational purposes from time to time.

With Donor Restrictions - Net assets subject to stipulations imposed by donors and grantors. Some donor restrictions
are temporary in nature; those restrictions will be met by actions of the Organization or by the passage of time. Other
donor restrictions are perpetual in nature, whereby the donor has stipulated the funds be maintained in perpetuity.

Contributions and Pledges Receivable - Contributions are recognized as revenue by the Organization when the
donor makes a promise to give that is in substance, unconditional. Pledges are considered unconditional promises.
These pledges are recorded at their estimated net realizable value which includes adjusting receivables for
uncollectible amounts and reducing the carrying amount of long-term pledges to their present value. The carrying
amount of long-term pledges includes a discount to present value. The present value adjustment is determined using
a discount rate approximately equivalent to treasury yields of similar maturity compounded monthly over the donor
stipulated pledge payment.

Receivables are written off when they are determined to be uncollectible. The Organization has evaluated the
accounts and considers contributions and pledges receivable to be fully collectible; accordingly, no allowance for
uncollectible receivables is required.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions of Nonfinancial Assets - Donated property and equipment are recorded as contributions at their fair
market value at their date of donation. The Organization reports such donations in the net assets without donor
restrictions category, unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-
lived assets with explicit restrictions that specify how the assets must be used and gifts of cash or other assets that
must be used to acquire long-lived assets are reported in the net assets with donor restrictions category. Absent
explicit donor stipulations about how long those long-lived assets must be maintained, the expiration of donor
restrictions is reported when the donated or acquired assets are placed in service. The value of donated goods and
services included in the financial statements for the year ended December 31, 2023 is $170,000 and $148,000
($227,000 and $149,000 in 2022), respectively (See Note 7).

Additionally, a substantial number of unpaid volunteers have made significant contributions of their personal time.
The value of this contributed time is not reflected in these financial statements since it is not susceptible to objective
measurement or valuation.

Special Events - Revenues from fundraising activities are presented net of the direct costs associated with these
activities. Program fees funded by fundraising activities totaled $458,511 as of December 31, 2023 ($436,614 as of
December 31, 2022). The revenue is conditional on the event taking place, as this is the point in time when the
performance obligation of hosting the fundraiser occurs, and the attendees can no longer request a refund. The
amounts are collected at the time of purchase and are included in deferred revenue until recognized.

Property and Equipment - Property and equipment are stated at cost, net of accumulated depreciation. Gifts of
property and equipment are recorded at their fair market value when received. Depreciation is computed using the
straight-line method over the estimated useful life of the asset.

Cash - The chapters have raised funds totaling approximately $1,410,000 and $1,319,000 for the years ended
December 31, 2023 and 2022, respectively, that is included in cash for the future development and construction of
rooms.

Income Tax Status - The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. The Organization files annual returns of organizations exempt from income taxes with the IRS.

Advertising and Promotion - The Organization expenses advertising and marketing costs as incurred. The
Organization did not recognize any advertising and marketing costs for the years ended December 31, 2023
and 2022, respectively.

Functional Expenses Allocation - The costs of providing various programs and other activities have been
summarized on a functional basis in the statement of activities. Costs are charged to program services, management
and general, and fund-raising functions based on direct expenses incurred. Indirect expenses are allocated among
the program and supporting services benefited.

Evaluation of Subsequent Events - The Organization’s management has evaluated subsequent events through,
June 25, 2024, which is the date the financial statements were available to be issued and has determined that there
are no subsequent events that require disclosure.

NOTE 3 - CONCENTRATIONS OF RISK

The Organization maintains its cash in two financial institutions plus one financial institution for money market mutual
funds. The cash accounts are insured by the Federal Deposit Insurance Corporation (FDIC) at each institution up to
$250,000 per legal ownership. From time to time, the Organization may hold deposits in excess of the insured limits.

The Organization receives a significant portion of its revenue in the form of contributions and donations from
individuals, corporations and other entities. Large fluctuations in these types of support and revenue could have a
negative impact upon the level and types of activities and programs offered by the Organization.
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NOTE 4 - AVAILABLE RESOURCES AND LIQUIDITY

The Organization regularly monitors the availability of resources required to meet its recurring operating needs. The
Organizations operating expenses average approximately $1,780,000 annually depending on the number of rooms
completed. For purposes of analyzing resources available to meet expenditures over a 12-month period, the
Organization considers all cash expenditures related to its ongoing activities.

As of December 31, 2023, the following financial assets could readily be made available within one year of the
statement of financial position date to meet cash expenditures. Amounts not available to meet cash expenditures
within one year also would include net assets with restrictions or financial assets with internal designations. See
Note 6.

2023 2022
Financial Assets at Year-End:
Cash $ 1,684,757 $ 1,566,649
Contributions Receivable 27,500 1,000
Pledges Receivable, Net 75,000 142,518
Total Financial Assets 1,787,257 1,710,167
Less Those Unavailable for General Expenditures
Within One Year, Due to:
Pledges Receivable due in 2023 and 2024 0 75,000

Financial Assets Available to Meet Cash Needs Within One Year $ 1,787,257  $ 1,635,167

In addition to financial assets available to meet cash expenditures over the next 12 months, the Organization operates
with a balanced budget and anticipates collecting sufficient revenue to cover cash expenditures. Refer to the
statement of cash flows which identifies the sources and uses of the Organization’s cash and shows positive cash
generated by operations for the year ended December 31, 2023.

NOTE 5 - PLEDGES RECEIVABLE

Pledges Receivable due as of December 31 as follows:

2023 2022
Due Within One Year $ 75,000 $ 75,000
Due in One to Three Years 0 75,000
Gross Pledges Receivables 75,000 150,000
Less: Present Value Allowance 0 (7,482)
Pledges Receivable - Net $ 75,000 $ 142,518

In 2021, the Organization received a three-year pledge for annual galas and future operations. Unconditional pledges
receivable resulting from this pledge, which were expected to be received over more than one year, were recorded
by the Organization at the amount expected to be received. In estimating the cash flows, the Organization has
considered factors such as when the promise is expected to be collected, the donor’s creditworthiness, past collection
experience, and other relevant factors. The estimated realizable values of these unconditional pledges are
summarized in the table above.



NOTE 6 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are restricted for the following purposes or periods at December 31:

2023 2022
Subject to the Passage of Time:
Future Operations $ 50,000 $ 95,012
Subject to Expenditure for a Specific Purpose:
Annual Galas 25,000 47,506
$ 75,000 $ 142,518

NOTE 7 - CONTRIBUTED NONFINANCIAL ASSETS

-12-

Contributed nonfinancial assets (“contributions in-kind”) recognized within the statement of activities for the years

ended December 31 included:

2023 2022
Room Makeovers - Professional Senices and Materials $ 229,778 $ 231,397
Fundraisers - Professional Senices, Food and Furnishings 88,565 139,380
Donated Equipment 0 2,850
Storage Unit 1,553 1,848
Total Contributed Nonfinancial Assets $ 319,896 $ 375,475

All of the contributed nonfinancial assets shown above were utilized in Special Spaces during the years ended
December 31, 2023 and 2022. Donated professional services, materials, food and furnishings were utilized in the
room makeovers and fundraising events. Donated equipment and storage unit were utilized in storing and
transporting materials for the room makeovers. The Organization’s policy is to utilize contributed nonfinancial assets

that are needed for their programs and to monetize them otherwise.

NOTE 8 - EMPLOYEE BENEFIT PLAN

The Organization adopted a benefit plan on January 1, 2023, the Special Spaces 403(b) Retirement Plan (the “Plan”),
which covers substantially all employees. Employees are eligible to make contributions to the Plan upon date of hire.
In accordance with Plan documents, the Organization will make discretionary matching contributions each year. In

2023, the Organization made matching contributions of $13,347.
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