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INDEPENDENT AUDITOR’S REPORT 

 

To the Board of Directors of 

United States of America Chess Federation: 

 

Opinion 

We have audited the accompanying financial statements of United States of America Chess Federation (the 
“Federation”) which comprise the statement of financial position as of May 31, 2024, and the related statements of 
activities, cash flows, and functional expenses 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 the Federation as of May 31, 2024, 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. 

Prior Period Financial Statements 

The financial statements of United States of America Chess Federation as of May 31, 2023 were audited by other 
auditors whose report dated September 13, 2023 expressed an unmodified opinion on those statements. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. 
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 Federation and to meet our other 
ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of 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 Federation’s ability to continue as a going concern 
within one year after the date that the financial statements are 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 generally accepted 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 
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.  



 

ASSURANCE DIMENSIONS, LLC 
also d/b/a McNAMARA and ASSOCIATES, LLC 

TAMPA BAY: 4920 W Cypress Street, Suite 102 | Tampa, FL 33607 | Office: 813.443.5048 | Fax: 813.443.5053 
JACKSONVILLE: 7800 Belfort Pkwy, Suite 290 | Jacksonville, FL 32256 | Office: 888.410.2323 | Fax: 813.443.5053 

ORLANDO:  1800 Pembrook Drive, Suite 300 | Orlando, FL 32810 | Office: 888.410.2323 | Fax: 813.443.5053 

SOUTH FLORIDA:  3111 N. University Drive, Suite 621 | Coral Springs,  FL 33065 | Office: 754.800.3400 | Fax: 813.443.5053 
www.assurancedimensions.com 

“Assurance Dimensions” is the brand name under which Assurance Dimensions, LLC including its subsidiary McNamara and Associates, LLC (referred together as “AD LLC”) and AD Advisors, LLC (“AD Advisors”), provide professional services. AD 
LLC and AD Advisors practice as an alternative practice structure in accordance with the AICPA Code of Professional Conduct and applicable laws, regulations, and professional standards. AD LLC is a licensed independent CPA firm that provides 
attest services to its clients, and AD Advisors provide tax and business consulting services to their clients. AD Advisors, and its subsidiary entities are not licensed CPA firms. 

 

In performing an audit in accordance with generally accepted auditing standards, we: 

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

• 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. 

• 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 
Federation’s internal control. Accordingly, no such opinion is expressed. 

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

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 
substantial doubt about the Federation’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. 

 

 
Tampa, Florida 

July 22,, 2024



United States of America Chess Federation
Statement of Financial Position
As of May 31, 2024 

Assets
CURRENT ASSETS

Cash and cash equivalents 1,053,616$  
Accounts receivable 17,573
Prepaid expenses 83,906

Total current assets 1,155,095 

LONG TERM ASSETS
Investments 1,394,981
Property and equipment, net 257,222
Right of use assets, net 114,193

Total long term assets 1,766,396

LIFE MEMBERSHIP ASSETS
Cash 67,521
Investments 1,655,278

Total life membership assets 1,722,799

ENDOWMENT FUND
Cash 162,960
Investments 2,266,809

Total endowment cash and investments 2,429,769

TOTAL ASSETS 7,074,059$  

Liabilities and Net Assets
CURRENT LIABILITIES

Accounts payable 71,748$  
Accrued expenses and other liabilities 258,930
Lease liability, current portion 36,934

Total current liabilities 367,612 

Deferred multi-year memberships 368,551
Deferred sales and tournament income 236,124
Deferred scholarships 156,873
Deferred revenue - life and sustaining memberships 552,706
Lease liability, net of current portion 81,962

Total liabilities 1,763,828 

NET ASSETS
    Without donor restrictions:

With board designations 3,617,181
Without board designations (661,496) 

With donor restrictions 2,354,546
Total net assets 5,310,231 

TOTAL LIABILITIES AND NET ASSETS 7,074,059$  

The accompanying notes are an integral part of this financial statement. P a g e | 3



United States of America Chess Federation
Statement of Activities
For the Year Ended May 31, 2024

 Without Donor 
Restrictions 

With Donor 
Restrictions Total

REVENUE AND SUPPORT
Memberships 2,677,785$           -$  2,677,785$           
Tournaments 1,352,286 - 1,352,286 
Magazine revenues 380,802 - 380,802
Sales revenues 120,000 - 120,000
Donations 444,378 566,300 1,010,678 
Rating fee revenue 247,447 - 247,447
Other services 59,993 - 59,993
Royalties and miscellaneous revenues 41,821 - 41,821

Total revenue and support 5,324,512 566,300 5,890,812

Net assets released from restrictions 336,288               (336,288)               -

EXPENSES
Program services 3,286,754             - 3,286,754 
Supporting services 2,058,165             - 2,058,165 

Total expenses 5,344,919             - 5,344,919 

OTHER INCOME 
Investment return 48,261 77,236 125,497               
Interest income 175,148 88,851 263,999               

Total other income 223,409               166,087 389,496               

CHANGE IN NET ASSETS 539,290               396,099 935,389               

NET ASSETS AT THE BEGINNING OF YEAR 2,416,395             1,958,447             4,374,842             

NET ASSETS AT THE END OF YEAR 2,955,685$           2,354,546$           5,310,231$           

The accompanying notes are an integral part of this financial statement.
P a g e | 4



United States of America Chess Federation
Statements of Cash Flows
For the Years Ended May 31, 2024

Cash flows from operating activities:
Change in net assets 935,389$                 
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation 77,444                     
Unrealized gain on Life Membership Investments (31,994)                    
Unrealized gain on investments (93,503)                    
Changes in operating assets and liabilities

Accounts receivable 50,015                     
Prepaid expenses (52,624)                    
Accounts payable (161,820)                  
Accrued expenses and other liabilities 188,895                   
Deferred muli-year memberships (150,364)                  
Deferred sales and tournament income 215,552                   
Deferred revenue - life and sustaining memberships 58,883                     
Deferred scholarships (990)                        
Right-of-use asset and lease liability, net 2,223                       

Net cash provided by operating activities 1,037,106                

Cash flows from investing activities:
Purchase of investments (1,151,927)               
Proceeds from sale or maturity of investments 245,751                   
Purchase of property and equipment (100,000)                  

Net cash used by investing activities (1,006,176)               

Net increase in cash and cash equivalents 30,930                     
Cash and cash equivalents, beginning of the year 1,253,167                
Cash and cash equivalents, end of the year 1,284,097$               

Life membership asset cash and cash equivalents 67,521$                   
Endowment fund cash and cash equivalents 162,960                   
Cash and cash equivalents 1,053,616                

Total cash and cash equivalents 1,284,097$               

The accompanying notes are an integral part of this financial statement.
P a g e | 5



United States of America Chess Federation
Statements of Functional Expenses
For the Year Ended May 31, 2024

Total Program Total Supporting Grand
Magazine Tournament Programming Services Membership Governance G&A Fundraising Services Total

Personnel expense 460,615$     -$              448,756$          909,371$          -$  -$  876,338$      -$  876,338$  1,785,709$        
Tournament expense - domestic - 1,123,270 - 1,123,270 - - -               - - 1,123,270 
Printing, mailing and postage 488,599 - - 488,599            - - -               - - 488,599 
IT expenses -              - - - - - 471,744 - 471,744 471,744 
Tournament expense - international - 404,529 - 404,529 - - -               - - 404,529 
Programming - - 203,173 203,173 - - -               - - 203,173 
Professional fees - - - - - - 165,667 - 165,667 165,667 
Bank and credit card charges - - - - - - 158,373 - 158,373 158,373 
Contract labor 109,527 - - 109,527            - - -               - - 109,527 
Travel -              - - - - - 54,303 - 54,303 54,303 
FIDE international representation -              - - - - 50,664 -               - 50,664 50,664 
Office rent -              - - - - - 48,522 - 48,522 48,522 
Commissions -              - 48,285 48,285             - - -               - - 48,285 
Development -              - - - 41,775 - -               - 41,775 41,775 
Executive board meetings and travel -              - - - - 37,521 -               - 37,521 37,521 
Insurance -              - - - - - 22,777 - 22,777 22,777 
Utilities -              - - - - - 21,504 - 21,504 21,504 
Office supplies -              - - - - - 12,521 - 12,521 12,521 
Advertising and promotions -              - - - - - -               12,275           12,275 12,275 
Equipment rental -              - - - - - 3,969 - 3,969 3,969 
Repairs & maintenance -              - - - - - 212 - 212 212 
Other -              - - - - - 2,305 251 2,556 2,556 

Total expenses before depreciation 1,058,741    1,527,799      700,214           3,286,754         41,775            88,185           1,838,235     12,526           1,980,721 5,267,475          

Depreciation -              - - - - - 77,444 - 77,444 77,444               

Total expenses 1,058,741$   1,527,799$    700,214$          3,286,754$       41,775$           88,185$         1,915,679$   12,526$          2,058,165$             5,344,919$        

Program Activities Supporting Services

The accompanying notes are an integral part of this financial statement.
P a g e | 6



United States of America Chess Federation 
Notes to Financial Statements 

May 31, 2024 
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Note A – Nature of Business and Federation 
The United States of America Chess Federation (the “Federation”) was organized in 1939. The purpose of the 
Federation is education and instructional. The Federation seeks to broaden and develop chess as art and recreation. 
The Federation accomplishes this objective by cooperating with schools, colleges, hospitals, military bases, community 
centers, recreation departments, and other groups and institutions in teaching chess, conducting tournaments, and 
other activities. In addition, the Federation disseminates information through its publications and representatives. 

Note B – Significant Accounting Policies 
Basis of Presentation 

The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with 
generally accepted accounting principles (“GAAP”). Net assets, revenues, expenses, and gains and losses are classified 
based on the existence or absence of donor restrictions. Accordingly, net assets of the Federation and changes therein 
are classified and reported according to two classes of net assets: 

• Net assets without donor restrictions – Net assets available for use in general operations and not subject to donor 
(or certain grantor) restrictions. The Board of Directors (the “Board”) has designated, from net assets without 
donor restrictions, net assets for various reasons. These include contributions and other inflows of  
assets that are neither restricted by donor-imposed stipulations nor time restrictions but may be designated  
for specific purposes by action of the Board. The Board may elect to designate a portion of these net assets  
for specific purposes and also has the power to remove such designation at their discretion. 
 

• Net assets with donor restrictions – Net assets subject to donor-imposed restrictions. Some donor-imposed 
restrictions are temporary in nature, such as those that will be met by the passage of time or other events 
specified by the donor. Other donor-imposed restrictions are perpetual in nature, where the donor stipulates 
that resources be maintained in perpetuity. Donor-imposed restrictions are released when a restriction expires, 
that is, when the stipulated time has elapsed, when the stipulated purpose for which the resource was restricted 
has been fulfilled, or both. 

Recently Adopted Accounting Standards 

Effective June 1, 2023, the Federation adopted the new accounting guidance in ASU No. 2016-13, Financial Instruments 
– Credit Losses (Topic 326): Measurement of  Credit Losses on Financial Instruments (ASC 326). This standard replaced the 
incurred loss methodology with an expected loss methodology that is referred to as the current expected credit loss 
(“CECL”) methodology. CECL requires an estimate of  credit losses for the remaining estimated life of  the financial 
asset using historical experience, current conditions, and reasonable and supportable forecasts, and generally applies 
to financial assets measured at amortized cost. Financial assets measured at amortized cost will be presented at the net 
amount expected to be collected by using an allowance for credit losses. The Federation adopted the standard using 
the modified retroactive approach, which did not affect retained earnings. 
Cash and Cash Equivalents 

Cash and cash equivalents are defined as restricted and unrestricted cash held in depository and money market 
accounts. Cash is maintained at major financial institutions and, at times, balances may exceed federally insured limits. 
At May 31, 2024, the Federation’s deposits exceeded the amounts insured by the Federal Deposit Insurance 
Corporation by approximately $687,000. 

Investments 

Investments in marketable securities with readily determinable fair values and all investments in debt securities are 
carried at their fair values. Unrealized gains and losses are included in the statement of activities. Restrictions on 
investment earnings are reported as increases in unrestricted net assets if the restrictions expire or are otherwise 
satisfied in the fiscal year in which the earnings are recognized.



United States of America Chess Federation 
Notes to Financial Statements 

May 31, 2024 
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Note B – Significant Accounting Policies (continued) 
Property and Equipment, Net 

Property and equipment are recorded at cost or, if donated, at fair value on the date of donation. 

Depreciation is calculated by the straight-line method over the estimated useful lives of the assets, ranging from 4 to 
7 years. Maintenance and repairs are charged to operations when incurred. Betterments and renewals are capitalized. 
When property and equipment are sold or otherwise disposed of, the asset account and related accumulated 
depreciation account are relieved, and any gain or loss is included in the statements of activities as an increase or 
decrease in net assets without donor restriction. 

Revenue Recognition 

All revenues and support are recorded in accordance with either ASC 958, Not-for-Profit Entities as contributions with 
or without donor restrictions or in accordance with ASC 606, Revenue from Contracts with Customers, where revenue is 
recognized when: (i) a contract with a customer has been identified, (ii) the performance obligation(s) in the contract 
have been identified, (iii) the transaction price has been determined, (iv) the transaction price has been allocated to 
each performance obligation in the contract, and (v) the Federation has satisfied the applicable performance obligation 
over time or at a point in time. 

Memberships: One year membership revenue is deemed contributions and recognized as revenue in the year received. 
Two years membership revenue is deemed contributions and half recognized in the year received and half in the next 
year. Life memberships are deferred and recognized in income over a thirty-year period from the date an individual 
becomes a life member. 

Tournament revenue: This includes tournament payments received from players and Federations that participate in 
tournaments during the year. Payments received in advance are recorded as deferred revenue until the month the 
tournament is associated with.  

Donations: These are recognized in the period the commitment is made and are recorded as either with donor 
restrictions or without donor restrictions depending on the existence and/or nature of any donor restrictions. When 
a time restriction ends or a purpose restriction expires, net assets with donor restrictions are reclassified to net assets 
without donor restrictions and are reported in the accompanying statements of activities as net assets released from 
restrictions.  

Magazine, sales, rating fees, and other services revenue: The Federation recognizes revenue from magazines, sales, rating fees, 
and other services at a point in time when cash is received, and services are provided. 

Deferred Revenue 

Deferred revenues relate to membership, tournament, and gift certificate payments received in advance of the events. 
Deferred revenue of approximately $462,000 as of May 31, 2023 was recorded into revenue in fiscal year 2024. As of 
May 31, 2024, deferred revenue was approximately $1,314,000.  
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Note B – Significant Accounting Policies (continued) 
Functional Expenses 

The costs of providing program and supporting services have been summarized on a functional basis in the statement 
of activities. Expenses are charged directly to the respective categories based on specific identification, and certain 
indirect expenses have been allocated based on a ratio of the program’s total direct costs to the Federation’s total direct 
costs. Expenses are allocated to program and supporting services on the following basis: 

• Management and general expenses are allocated on the basis of revenue  
• Personnel expenses are allocated on the basis of direct salaries 
• Depreciation of property and equipment is allocated on the basis of usage of the assets 

Income Taxes 

The Federation is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code (IRC). The 
Federation periodically assesses whether it has incurred income tax expense or related interest or penalties in 
accordance with accounting for uncertain tax positions.  No such amounts were recognized for the year ending May 
31, 2024. 

The Federation follows the income tax standard for uncertain tax positions. The Federation has evaluated their tax 
positions and determined they have no uncertain tax positions as of May 31, 2024. Should the Federation’s tax-exempt 
status be challenged in the future, the Federation’s 2022, 2023, and 2024 tax years are open for examination by the 
IRS. 

Estimates 

The preparation of financial statements in conformity with GAAP requires management to make estimates and 
assumptions that affect the reported amounts and disclosures. Accordingly, actual results could differ from those 
estimates 

Note C – Availability and Liquidity 
The Federation’s management monitors its liquidity so that it is able to cover operating expenses. The Federation 
budgets for such costs based on the prior year actual expenses and anticipated future expenses. Budgets are approved 
by the Board. 

Management has budgeted approximately $7,939,000 of operating expenses to be paid within one year of the statement 
of financial position date, and anticipates sufficient membership and tournament revenues, contributions, and support 
to cover them. The Federation has the following financial assets available within one year of the statement of financial 
position date for general expenditures: The following reflects the Federation’s financial assets as of May 31, 2024, 
reduced by amounts not available for general use because of contractual or donor-imposed restrictions within one year 
of the statement of financial position date. 

 
Financial assets, at year end:   

Cash and cash equivalents $       1,284,097  
Investments 5,317,068  
Accounts receivable 17,573  

Total financial assets 6,168,738  
Less donor imposed restrictions: (2,354,546)  
Less board-designated fund: (3,617,181)  
Financial assets available to meet cash needs 
for general expenditures within one year $         197,011 

 



United States of America Chess Federation 
Notes to Financial Statements 

May 31, 2024 
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Note C – Availability and Liquidity (continued) 
Amounts not available include the Life Member Asset Trust which is intended to provide income to support services 
for life members throughout the term of their membership, a Scholarship Fund to pay for scholarships awarded to 
students in chess competitions, an Endowment Fund to hold restricted and unrestricted donations for long term 
investment (the proceeds of which will be used for future programming), and the Reserve Fund which is intended to 
provide operating liquidity in the event of an emergency or to fund special board initiatives not considered in the 
annual operating budget. In the event the need arises to utilize the board-designated funds for liquidity purposes, the 
reserves could be drawn upon through board resolution. Amounts not available to meet general expenditures within 
one year also includes net assets with donor restrictions.   

Note D – Investments  
The Federation categorizes its assets and liabilities measured at fair value into a three-level hierarchy based on the 
priority of the inputs to the valuation technique used to determine fair value. The fair value hierarchy gives the highest 
priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to 
unobservable inputs (Level 3). If the inputs used in the determination of the fair value measurement fall within different 
levels of the hierarchy, the categorization is based on the lowest level input that is significant to the fair value 
measurement. 

Assets and liabilities valued at fair value are categorized based on the inputs to the valuation techniques as follows: 

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in 
the active market that the Federation has the ability to access. 

Level 2 Inputs to the valuation methodology include: 
 -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; 

 -Inputs that are derived principally from or corroborated by observable market data by correlation or 
other means. 

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value measurement. 

The asset’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is 
significant to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs 
and minimize the use of unobservable inputs. The method used for assets measured at fair value for investments 
available for sale including, equity securities and mutual fund securities, are valued at the closing price reported on the 
active market in which the securities are traded. 
Equities and exchange traded funds: Valued at the closing price reported on the active market on which the individual 
securities are traded.  

Fixed income: Valued at amortized cost, which approximates fair value. The amortized cost of an instrument is determined by 
valuing it at its original cost and thereafter amortizing any discount or premium from its face value at a constant rate until maturity. 
The method described above may produce a fair value calculation that may not be indicative of net realizable value or 
reflective of future fair values. Furthermore, while the Federation believes its valuation methods are appropriate and 
consistent with other market participants, the use of different methodologies or assumptions to determine the fair 
value of certain financial instruments could result in a different fair value measurement at the reporting date.
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Note D – Investments (continued) 

The following table provides information about the Federation’s financial assets measured at fair value on a recurring 
basis as of May 31, 2024: 

 
Assets 

Measured at 
Fair Value at 
5/31/2024 

 
Quoted Prices 

in Active 
Markets  
(Level 1) 

 

Significant 
Other 

Observable 
Inputs 

(Level 2) 

 
Significant 

Unobservable 
Inputs  

(Level 3) 
Investment – Reserve Fund:          
Cash and cash equivalents  $       98,235   $       98,235   $                -   $                  - 
Equity securities 545,170  545,170  -  - 
Fixed-income securities  849,811  849,811  -                       -    

 1,493,216  1,493,216    -        -    
Beneficial interest in Life Membership Asset:       
Cash and cash equivalents       67,521      67,521               -                  - 
Equity securities 725,064  725,064  -  - 
Fixed-income securities 930,214  930,214  -  - 
 1,722,799  1,722,799    -       -    
Investment – Endowment:        
Cash and cash equivalents      162,960   162,960                  -                   - 
Equity securities 1,368,333  1,368,333  -  - 
Fixed-income securities 898,476  898,476  -  - 
 2,429,769  2,429,769     
        
Total financial assets measured 
at fair value  $       5,645,784  $       5,645,784   $                -   $                - 

 

The amortized cost and estimated fair value of investments in debt and equity securities as of May 31, 2024, were as 
follows: 

 
 
 
 
 

Investment income of the Federation for the year ended May 31, 2024 is as follows: 

Interest and dividends  $            263,999   
Net realized and unrealized gains            125,497   
Total investment income   $            389,496   

  Amortized/Cost  Unrealized Losses  Fair Value 
Cash and cash 
equivalents  $                 328,716   $                             -   $             328,716 

Equity securities 3,006,081  (162,364)  2,843,718 
Fixed-income 
securities 2,475,000  (1,648)  2,473,352 

  $            5,809,797   $                (164,012)   $         5,645,784 
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Note E – Property and Equipment, Net 
Property and equipment along with the related accumulated depreciation consist of the following as of May 31, 2024: 

Furniture and office equipment   $              26,409 
Vehicles  46,709 
Custom member software  440,508 
Computer equipment  9,914 
Total property and equipment  523,540 
Less: accumulated depreciation  (266,318) 
Property and equipment, net   $            257,222 

As of May 31, 2024, approximately $100,000 of customer member software was not in use. Depreciation expense for 
the year ended May 31, 2024 was approximately $77,000. 
Note F – Deferred Revenue – Life Memberships and Sustaining Memberships 
The Federation’s policy is to defer dues that it receives from life members over 30 years from the time they become 
life members. The following is a summary of deferred life membership income activity for the year ended May 31, 
2024. 

Deferred Revenue Life Membership – May 31, 2023  $            493,823 
Membership Dues Received  105,375 
Amount Recorded as Income  (46,492) 
Deferred Revenue Life Membership – May 31, 2024   $            552,706 

The following is a schedule of life memberships to be recognized in income in future years. 

Year Ending May 31,   
2025  $                   81,237 
2026  64,687 
2027  54,887 
2028  46,887 
2029  41,641 

Thereafter                     263,367  
   $                 552,706 

Note G – Deferred Scholarships 
The Federation awarded scholarships as prizes at certain scholastic tournaments. These awards are to be paid to the 
winners upon proof of enrollment in a post-secondary institution. The liability for the scholarship awards is at the 
estimated present value of the payments, taking into account a discount rate of 3% and the expected date of 
payment. It is at least reasonably possible that a change in this liability could occur in the near term. 
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Note G – Deferred Scholarships (continued) 
Future payments are anticipated as follows: 

2025        $                   72,900  
2026            25,500  
2027            19,000  
2028            29,000  
2029            16,000  
Thereafter              2,000  
Total  164,400 
Less: unamortized discounts  (7,527) 
Present value of deferred scholarships at May 31, 2024   $                 156,873 

Note H  – Net Assets with Donor Restrictions 

Net assets with donor restrictions are comprised of contributions received to fund prizes, primarily in the form of 
scholarships, for invitational chess tournaments and to provide certain medical and pension benefits to America’s 
top chess players, and land. Net assets with donor restrictions as of May 31, 2024 are summarized as follows: 

Endowments   $              1,823,240 
Professional Players Health and Benefits Fund  192,961 
Crenshaw Endowment  12,403 
At Risk Youth  34,079 
Women  229,787 
Olympiad  41,738 
Senior  13,004 
Other  7,334 
Total net assets with donor restrictions  $               2,354,546 

Net Assets Released from Restrictions  
Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes or by the 
occurrence of the passage of time or other events specified by donors. 

Scholarships   $               121,878 
At Risk Youth  96,058 
Women  96,926 
Other  21,426 
Total restrictions released  $               336,288 
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Note I – Board Restricted Funds 
The following board restricted funds are included in Net Assets without Donor Restrictions: 

The Endowment Fund was established in 2019 to create a long-term source of investment income from donations 
received from benefactor members and from donations from estates. Benefactor members donate $1,500 beyond the 
cost of a life membership to benefit the future efforts of the Federation. The endowment was started with the transfer 
of $66,000 representing the contributions of the 44 benefactor members at that time. The Board established a policy 
that the donation component of future benefactor members will be added to the endowment along with the proceeds 
from any estate gifts. Any earnings of the endowment will be reinvested into the endowment until the fund reaches 
$100,000. When the fund exceeds that amount, earnings may be used to fund Federations programs and activities at 
the discretion of the Board. At May 31, 2024, the endowment balance totaled $2,429,769, of which approximately 
$2,029,000 is donor restricted and approximately $401,000 is Board restricted. 

The Reserve Fund was established in May 2017 to set aside money for use in the case of extreme emergency. The 
Board set a goal for the reserve to be between six and twelve months of Federation operating expenses. Any 
distribution from the reserve requires an affirmative vote of the Executive Board which outlines the emergency and 
establishes that the emergency cannot be met in other ways. Earnings of the reserve are being reinvested until the 
reserve meets the funding target which is presently $2,000,000. The fund was initially established with $800,000, 
followed by two additional deposits of $200,000 each. The balance in the reserve fund was $1,493,216 at May 31, 2024. 

Life Membership Assets (LMA) – The Federation offers lifetime and sustaining memberships to its members. The 
membership fees received are designated as LMA, which include cash and investments. Life and sustaining 
membership fees are deferred and recognized in income over a thirty-year period from the date an individual becomes 
a life member. At May 31, 2024, the LMA balance totaled $1,722,799 and is fully board restricted. 

Note J – Endowments  
The Federation’s endowment includes assets held by the Federation, the income from which is available to support 
the Federation. Its endowment includes both donor-restricted funds and funds designated by the Executive Board to 
function as endowments. As required by generally accepted accounting principles, net assets associated with 
endowment funds, including funds designated by the Executive Board to function as endowments, are classified and 
reported based on the existence or absence of donor-imposed restrictions. The Executive Board of the Federation 
has interpreted the State Prudent Management of Institutional Funds Act (SPMIFA) 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 
stipulations to the contrary. As a result of this interpretation, the Federation classifies as net assets with donor 
restrictions (a) the original value of gifts donated to the permanent endowment, (b) the original value of subsequent 
gifts to the permanent endowment, and (c) 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. In 
accordance with SPMIFA, the Federation 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 Federation, and (7) the Federation’s investment policies.  
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Note J – Endowments (continued) 
The Federation has adopted investment and spending policies, approved by the Executive Board, for endowment 
assets as follows: 

• Objective – To have investment and spending policies designed to balance the current goals of US Chess with 
its future need, in order to achieve parity in supporting both current and future generations of US Chess 
member and other beneficiaries of US Chess programs. 

• Risk Philosophy – Moderate risk level to preserve principal and produce a total return sufficient to protect 
the purchasing power of the assets from inflation after meeting annual spending requirements. 

• Asset Mix – 

o Cash: 5%-10% 

o Bonds, Fixed Income ETF: 45%-50% 

o US Equity, Indexes ETF: 25%-35% 

o Global Equity, Indexes: ETF: 25%-35% 

o Hedge Fund Strategies, Buy-Writes: 0%-10% 

o Private Equity/Venture Capital: 0%-5% 

o Natural Resources: 0%-5% 

• Real Estate: 0%-5%Performance Standard – Total return is expected to outperform a benchmark composite 
return for a similar asset mix. 

• Withdrawal and Liquidity – The Executive Board will determine how and when to distribute the Endowment 
Fund. The Endowment Fund threshold base is $100,000 before distributions are considered by the Executive 
Board. 

Endowment net asset composition by type of fund as of May 31, 2024: 

 Without Donor 
Restrictions  

With Donor 
Restrictions  

Total Net 
Endowment 

Assets 
Donor Restricted Endowment Funds  $                     -   $       2,028,603   $           2,028,603 
Board Designated Endowment Funds 401,166  -  401,166 
Total Funds  $          401,166   $      2,028,603   $           2,429,769 

Changes in Endowment Net Assets as of May 31, 2024: 

 Without Donor 
Restrictions  

With Donor 
Restrictions  

Total Net 
Endowment 

Assets 
Endowment Net Assets, Beginning  $          191,459   $       1,510,919   $           1,702,378 
Investment return 18,256  166,087  184,343 
Additions 252,062  351,597  603,659 
Appropriated for expenditure (60,611)  -  (60,611) 
Endowment Net Assets, Ending  $          401,166   $       2,028,603   $           2,429,769 
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Note K – Retirement Plan 
Effective January 1, 2016, the Federation established a 401(k) plan covering employees with six months of service who 
have attained the age of 21. Retirement plan administration expenses of approximately $5,000 were paid during the 
year ended May 31, 2024. The Federation has a safe harbor plan that requires a 3% contribution to all employees and 
a 50% matching contribution on the first 5% for employees voluntarily participating in the plan. For the year ended 
May 31, 2024, contributions totaled approximately $61,000. 

Note L – Leasing Activities 
The Federation leases office spaces in Louis, Missouri expiring on June 1, 2027. The monthly base payment are subject 
to change per year. 

The Federation also leases a copier machine and printer, which are expensed as incurred. 

The ROU asset for the year ended May 31, 2024 is summarized below: 
Operating lease ROU asset   $               185,177 
Less accumulated reduction  (70,984) 
Balance of ROU asset   $               114,193 

Operating lease liability related to the ROU asset is summarized below: 

Operating lease liability   $                185,177 
Reduction of lease liability  (66,281) 
Total   $                118,896 

As of May 31, 2024, the minimum lease payments under these leases are as follows: 

2025   $                   39,997 
2026  40,092 
2027  41,143 
2028  3,437 

Total lease payments                   124,669 
Less: interest  (5,772) 
Present value of lease payment                 118,896 
Less: current portion  (36,934) 
Lease payments, net of current portion   $                    81,962 

 

Total lease expense for the year ended May 31, 2024 was approximately $53,000. 

Weighted average remaining lease terms were as follows as of May 31, 2024: 

3.08 years 

Weighted average discount rates were as follows as of May 31, 2024: 

3.00% 
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Note M – Commitments and Contingencies 
General Litigation 

Certain conditions may exist as of the date the financial statements are issued, which may result in a loss to the 
Company but which will only be resolved when one or more future events occur or fail to occur. The Company’s 
management and its legal counsel assess such contingent liabilities, and such assessment inherently involves an 
exercise of judgment. In assessing loss contingencies related to legal proceedings that are pending against the 
Company or unasserted claims that may result in such proceedings, the Company’s legal counsel evaluates the 
perceived merits of any legal proceedings or unasserted claims as well as the perceived merits of the amount of relief 
sought or expected to be sought therein. 

If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount 
of the liability can be estimated, then the estimated liability would be accrued in the Company’s financial statements. 
If the assessment indicates that a potentially material loss contingency is not probable, but is reasonably possible, or 
is probable but cannot be estimated, then the nature of the contingent liability, together with an estimate of the 
range of possible loss if determinable and material, would be disclosed. 

In July 2024, the Federation was notified of a lawsuit filed against the Company and current president. At the time of 
this report, the Federation had not been served but removed the case to federal court before any of the defendants 
had been served. The Federation and its counsel are unable to determine any potential financial impact to the 
Company warranting an accrual of loss contingency at the time of this report. 

Note N – Subsequent Events 
Management has evaluated subsequent events through July 22, 2024, the date the financial statements were available 
to be issued.  
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