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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Long Beach Area Council, Boy Scouts of America

We have audited the accompanying statement of financial position of the Long Beach Area Council,
Boy Scouts of America (the “Council”) (a California nonprofit organization) as of December 31, 2017,
and the related statement of activities and changes in net assets, functional expenses, and cash flows
for the year then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
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.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Council as of December 31, 2017, and the changes in its net assets and its
cash flows for the year then ended in accordance with the accounting principles generally accepted in
the United States of America.
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INDEPENDENT AUDITOR’S REPORT
(Continued)

Report on Summarized Comparative Information
We have previously audited the Council’s 2016 financial statements, and our report dated May 25,
2017, expressed an unmodified opinion on those audited financial statements. In our opinion, the
summarized comparative information presented herein as of and for the year ended December 31,
2016 is consistent, in all material respects, with the audited financial statements from which it has been
derived.

Long Beach, California
May 23, 2018
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
STATEMENTS OF FINANCIAL POSITION
Operating
Fund

As of December 31, 2017

Capital
Fund

Endowment
Fund

1,250,038
16,882
-

$

Total

Prior year2016

ASSETS
Current assets:
Cash and cash equivalents
Pledges receivable
Other receivables
Inventories
Prepaid expenses and other current assets
Note receivable

$

Total current assets
Long-term assets:
Property and equipment, net of accumulated
depreciation of $2,237,127 and $2,203,343
Long-term investments
Other assets
Inter-fund loans
Total long-term assets
Total assets

135,638
18,885
103,883
91,296
17,238
-

$

366,940

1,266,920

40,720

1,834,217
13,000
(122,428)

40,720

1,724,789

379,483
-

$

515,121
1,268,923
103,883
91,296
34,120
-

$

505,766
774,575
104,730
87,399
117,809
4,400,000

379,483

2,013,343

5,990,279

7,597,674
81,708

1,834,217
7,597,674
13,000
-

1,539,695
2,969,518
13,000
-

7,679,382

9,444,891

4,522,213

$

407,660

$

2,991,709

$

8,058,865

$ 11,458,234

$ 10,512,492

$

46,861
17,655
39,165
120,544
-

$

307
19,859

$

70,000
-

$

$

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Deferred revenue
Custodian accounts
Capital lease obligation - current
Total current liabilities

224,225

Long-term debt:
Notes payable

57,098
16,579
111,484
100,947
6,196

20,166

70,000

314,391

292,304

83,959

-

83,959

26,759

224,225

104,125

70,000

398,350

319,063

104,590
104,590
78,845
-

(525,027)
1,834,217
1,309,190
1,578,394
-

4,323,881
4,323,881
207,219
3,457,765

3,903,444
1,834,217
5,737,661
1,864,458
3,457,765

4,071,135
1,539,695
5,610,830
1,141,018
3,441,581

183,435

2,887,584

7,988,865

11,059,884

10,193,429

-

Total liabilities

47,168
87,655
39,165
120,544
19,859

Commitments
Net assets:
Unrestricted
Unrestricted - investment in property and equipment, net
Total - unrestricted net assets
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

$

407,660 $ 2,991,709 $ 8,058,865 $ 11,458,234 $ 10,512,492
The accompanying notes are an integral part of these financial statements
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

For the year ended December 31, 2017

Operating
Fund

Capital
Fund

Endowment
Fund

Total

Prior year2016

Changes in unrestricted net assets
Public support and revenue:
Public support:
Friends of Scouting
Special events, net of direct costs of $27,545 and
$20,469
Foundations, trusts, and other contributions
United Way - designated contributions
Satisfaction of program/donor restrictions
Total public support
Revenue:
Scout Shop sales, net of costs of goods sold of
$147,529 and $146,325
Product sales, net of commissions paid to units and
costs of goods sold totaling $65,322 and $51,384
Camping revenue
Activity revenue
Miscellaneous revenue
Operating appropriation

$

192,118

$

-

$

-

$

192,118

$

191,152

77,960
241,056
228
70,607

170,471
10,000

18,366
-

77,960
429,893
228
80,607

61,327
69,921
885
525,681

581,969

180,471

18,366

780,806

848,966

-

93,567

97,979

93,567

-

57,833
598,124
216,956
10,629
400,000

120,104
-

-

57,833
598,124
216,956
130,733
400,000

44,472
574,701
73,916
31,232
400,000

Total revenue

1,377,109

120,104

-

1,497,213

1,222,300

Total public support and revenue

1,959,078

300,575

18,366

2,278,019

2,071,266

1,721,355
129,245
79,897

194,704
4,657
2,328

-

1,916,059
133,902
82,225

1,643,515
107,273
71,526

1,930,497
19,002

201,689
-

-

2,132,186
19,002

1,822,314
19,124

1,949,499

201,689

-

2,151,188

1,841,438

Expenses:
Program services
Management and general
Fundraising
Total expenses by function
National service and charter fee
Total expenses
Change in unrestricted net assets

$
9,579 $
98,886 $
18,366 $
126,831 $ 229,828
The accompanying notes are an integral part of these financial statements
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS (CONTINUED)

For the year ended December 31, 2017

Operating
Fund

Capital
Fund

Endowment
Funds

Total

Prior year2016

Changes in temporarily restricted net assets
Public support:
Foundations, trusts, and other contributions
Satisfaction of program/donor restrictions

$

44,393

Total public support
Revenue:
Interest and dividends, net of investment fees
of $58,682 and $30,670
Gain (loss) on investments
Interest income on note receivable
Operating appropriation
Total revenue
Change in temporarily restricted net assets

115,000 $
(70,607)

585,275 $
(10,000)

-

575,275

-

$

700,275 $
(80,607)

323,478
(525,681)

619,668

(202,203)

-

-

153,960
309,323
40,489
(400,000)

153,960
309,323
40,489
(400,000)

86,720
161,408
234,750
(400,000)

-

-

103,772

103,772

82,878

$

44,393

$

$

-

$

$

-

$

575,275

$

103,772

$

723,440

$

(119,325)

-

$

16,184

$

16,184

$

-

-

$

16,184

$

16,184

$

-

Change in permanently restricted net assets
Public support:
Foundations, trusts, and other contributions
Change in permanently restricted net assets
Summary of changes in net assets
Net assets, beginning of year:
Unrestricted
Temporarily restricted
Permanently restricted
Changes in net assets:
Unrestricted
Temporarily restricted
Permanently restricted
Net assets, end of year:
Unrestricted
Temporarily restricted
Permanently restricted

$

95,011
34,452
129,463

$ 1,210,304
1,003,119
2,213,423

$ 4,305,515
103,447
3,441,581
7,850,543

$ 5,610,830
1,141,018
3,441,581
10,193,429

9,579
44,393
53,972

98,886
575,275
674,161

18,366
103,772
16,184
138,322

126,831
723,440
16,184
866,455

$ 5,381,002
1,260,343
3,441,581
10,082,926
229,828
(119,325)
110,503

104,590
1,309,190
4,323,881
5,737,661
5,610,830
78,845
1,578,394
207,219
1,864,458
1,141,018
3,457,765
3,457,765
3,441,581
$ 183,435 $ 2,887,584 $ 7,988,865 $ 11,059,884 $ 10,193,429
The accompanying notes are an integral part of these financial statements
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
STATEMENTS OF FUNCTIONAL EXPENSES
For the year ended December 31,

2017

2016

Salaries
Payroll taxes
Employee benefits
Conferences and training
Depreciation
Equipment rent and maintenance
Insurance
Scout assistance
Miscellaneous
Occupancy
Postage and shipping
Printing and publications
Professional services
Recognition awards
Supplies
Telephone
Travel

Program
Services
$ 805,789
55,333
91,934
60,975
94,075
16,040
87,927
15,000
36,434
186,335
7,184
20,271
35,112
60,732
212,995
16,680
113,243

Total
Management
Expenses by Program
and General Fundraising
Function
Services
$
28,129 $
28,129 $ 862,047 $ 808,347
2,059
2,059
59,451
58,872
17,238
5,746
114,918
98,448
335
167
61,477
19,438
872
436
95,383
74,443
976
488
17,504
10,410
4,644
2,322
94,893
53,742
15,000
20,000
13,848
5,180
55,462
31,173
192,489
111,551
4,103
2,051
735
999
8,918
11,785
1,360
11,095
32,726
22,009
55,395
19,016
109,523
14,689
60,732
48,665
2,087
3,159
218,241
214,324
770
420
17,870
17,117
1,351
958
115,552
28,502

Total
Management
Expenses by
and General Fundraising
Function
$
26,982 $
26,982 $ 862,311
2,328
2,328
63,528
18,459
6,153
123,060
396
132
19,966
12,468
4,156
91,067
860
287
11,557
2,825
942
57,509
20,000
8,342
430
39,945
2,933
978
115,462
668
614
13,067
709
5,869
28,587
25,603
17,382
57,674
25
2,082
50,772
1,809
2,236
218,369
1,230
410
18,757
1,636
545
30,683

Total expenses by function

$ 1,916,059

$

$

133,902

$

82,225

$ 2,132,186

$ 1,643,515

107,273

$

71,526

$ 1,822,314

The accompanying notes are an integral part of these financial statements
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
STATEMENTS OF CASH FLOWS
Operating
Fund

For the year ended December 31, 2017
Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net
provided by (used in) operating activities:
Depreciation
Gain on sale of property and equipment
In-kind contribution of long-lived property
Gain in value - long-term investments
(Increase) decrease in assets:
Note receivable
Interest receivable
Interfund loans
Pledges receivable
Other receivables
Inventories
Prepaid expenses and other current assets
Increase (decrease) in liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Custodian accounts
Net cash provided by (used in) operating
activities

$

53,972

Capital
Fund
$

674,161

Endowment
Fund
$

138,322

Total
$

$

110,503

-

95,383
(10,000)
(150,571)
-

(40,720)
5,690
(65,153)
(6,142)
40,834

14,213
(500,038)
2,245
42,855

(10,237)
1,076
(62,235)
19,597

307
(10,084)
-

(63,318)

158,471

4,391,506

4,486,659

165,461

Cash flows from investing activities:
Acquisition of property and equipment
Proceeds from the sale of property and equipment
Purchases of investments

-

(156,634)
10,000
-

(4,318,833)

(156,634)
10,000
(4,318,833)

(139,134)
(86,393)

Net cash provided by (used in) investing
activities

-

(146,634)

(4,318,833)

(4,465,467)

(225,527)

-

(11,837)

-

(11,837)

(5,372)

Cash flows from financing activities:
Payments on capital lease obligation
Net cash provided by (used in) financing
activities

(309,323)

866,455

Prior year2016

95,383
(10,000)
(150,571)
(309,323)

91,067
(3,721)
(161,408)

4,400,000
66,000
26,507
-

4,400,000
66,000
(494,348)
(65,153)
(3,897)
83,689

100,000
(66,000)
99,548
(13,610)
(6,570)
(99,837)

70,000
-

(9,930)
71,076
(72,319)
19,597

31,443
(20,265)
90,539
13,772

-

(11,837)

-

(11,837)

(5,372)

Net change in cash and cash equivalents

(63,318)

-

72,673

9,355

(65,438)

Cash and cash equivalents, beginning of year

198,956

-

306,810

505,766

Cash and cash equivalents, end of year
Supplementary disclosure of cash flow
information:
Non-cash financing of long-lived property
Recognition of in-kind contributions and related
assets and expenses

$

$
$

135,638

-

$

-

$

$

82,700

$

379,483

-

571,204

$

515,121

$

$

82,700

$

505,766

-

16,895 $
150,571 $
$ 167,466 $
11,227
The accompanying notes are an integral part of these financial statements
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
NOTES TO FINANCIAL STATEMENTS
As of and for the year ended December 31, 2017
NOTE 1

lifetimes by instilling in them the values of the
Scout Oath and the Scout Law.

THE ORGANIZATION AND NATURE OF ACTIVITIES
NOTE 2
The Long Beach Area Council, Boy Scouts of
America (the “Council” or the “Organization”) is
a nonprofit organization which serves young
men ages 7-21 and young women ages 14-21
within the communities of Long Beach, Signal
Hill, Lakewood, and Bellflower in Southern Los
Angeles County, California.
The Council
administratively is divided into two districts,
Polaris and Los Fierros, each of which in turn
consists of a number of units comprised of an
age-appropriate group of young individuals.
The mission of the Council is to ensure that
every eligible young person in its service area
has the opportunity to join the Boy Scouts of
America, participate in a quality Scouting
program, develop leadership skills, and build
character, citizenship, and personal fitness.
The Council’s Scouting programs help young
people reach their full potential by turning them
away from drugs, gangs, juvenile delinquency
and violence and towards development of
positive traits such as physical and mental
fitness, self-worth, self-esteem, self-reliance,
personal satisfaction, patriotism, and respect for
others. The Council serves more than 5,000
young people, including 300 with disabilities,
from kindergarten through college.
These
activities are led by over 2,500 volunteers with
the support of services, staff, and facilities of
the Council Scout Service Center and camps.
The Council operates under a renewable
charter granted to it by the National Council of
the Boy Scouts of America (the “National
Council”) and in accordance with the
congressional program.
The Council is
responsible to the National Council for its
administrative actions, programs and activities,
public representations and operations. The
Council supports the Boy Scouts of America’s
mission, which is to prepare young people to
make ethical and moral choices over their

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES
Basis of financial statement presentation:
The Council’s financial statements have been
prepared in accordance with accounting
principles generally accepted in the United
States of America (“U.S. GAAP”).
The
Financial Accounting Standards Board (“FASB”)
has established the FASB Accounting
Standards Codification (“ASC”) as the sole
source of authoritative accounting to be applied
by nongovernmental entities in the preparation
of financial statements in conformity with U.S.
GAAP.
In preparing these financial statements, the
Council evaluated the period from December
31, 2017 through May 23, 2018, the date that
the financial statements were available to be
issued, for subsequent events requiring
recognition or disclosure in the accompanying
financial statements.
Use of estimates:
The preparation of financial statements in
conformity with accounting principles generally
accepted in the United States of America
requires management to make estimates and
assumptions that affect the reported amounts of
assets and liabilities and disclosure of
contingent assets and liabilities at the date of
the financial statements and the reported
amounts of revenues and expenses during the
reported period. Actual results could differ from
these estimates and assumptions, and such
differences may be material to the financial
statements.
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LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
NOTES TO FINANCIAL STATEMENTS
As of and for the year ended December 31, 2017
NOTE 2 – CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Council for these purposes include the
operating fund, the capital fund, and the
endowment fund.
Inter-fund loans:

Net assets:
The Organization reports information regarding
its financial position and activities based on the
existence or absence of donor-imposed
restrictions. Accordingly, net assets of the
Council and changes therein are classified and
reported as follows:
 Unrestricted net assets – Net assets that do
not contain donor restrictions or the donorimposed restrictions have expired due to the
Organization’s fulfillment of the restrictions
and/or by the passage of time.
 Temporarily restricted net assets – Net
assets that contain donor-imposed restrictions
that permit the Council to use or expend the
donated net assets as specified and are
satisfied either by the passage of time and/or
the actions of the Organization.
 Permanently restricted net assets – Net
assets subject to donor-imposed stipulations
that neither expire by passage of time nor can
be fulfilled or otherwise removed by actions of
the Organization. Generally, the donors of
these assets permit the Council to use all or
part of the income earned on related
investments for general or specific purposes.

Inter-fund loans represent amounts advanced
of $81,708 and $108,215 at December 31,
2017 and 2016, respectively, from the
endowment fund to the operating fund and
capital fund. These amounts include inter-fund
loans from endowment fund to the operating
fund of $3,623 and $0 and loans from
endowment fund to capital fund of $78,085 and
$108,215 at December 31, 2017 and 2016,
respectively.
Contributions and pledges receivable:
Pledges receivable for contributions are
recognized upon notification of a donor’s
unconditional promise to give to the
Organization. Pledges receivable are recorded
net of an allowance for uncollectible pledges.
The allowance is based on prior years’
experience and management’s analysis of
specific promises made. During the years
ended December 31, 2017 and 2016, the
Council did not record a provision for
uncollectible pledges.

Fund accounting:

Although restricted contributions typically are
reported as support that increases restricted net
assets, they may be reported as unrestricted
support if the restrictions are met in the same
reporting period, the policy is followed
consistently, and it is disclosed.

To ensure observance of limitations and
restrictions on the use of available resources,
the accounts of the Council are maintained in
accordance with the principles of fund
accounting. Under such principles, resources
for various purposes are classified for
accounting and reporting purposes into funds
that are in accordance with specified activities
or objectives. The three funds utilized by the

Contributions that are restricted by the donor
are reported as increases in unrestricted net
assets if the restrictions expire in the fiscal year
in which the contributions are recognized. All
other
donor-restricted
contributions
are
recorded as increases in temporarily or
permanently restricted net assets, depending
on the nature of the restrictions. When a donor
restriction expires, that is, when a stipulated
9

LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
NOTES TO FINANCIAL STATEMENTS
As of and for the year ended December 31, 2017
NOTE 2 – CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

activities and changes in net assets and
classified as property and equipment and
expense.
Revenue recognition and deferred revenue:

time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets
are reclassified to unrestricted net assets and
are reported in the statement of activities and
changes in net assets as assets released from
restrictions.
In-kind contributions:
Contributions of donated noncash assets and
services are recorded at their fair values in the
period received.
Contributed services are
recognized if the services (a) create or enhance
nonfinancial assets or (b) require specialized
skills that are provided by individuals
possessing those skills and would typically
need to be purchased if not provided by
donation. 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 as restricted contributions. Absent
explicit donor stipulations about how long those
long-lived assets must be maintained, the
Organization reports expiration of donor
restrictions when the donated or acquired longlived assets are placed in service.
A number of individuals, including the Board of
Directors, have contributed significant amounts
of their own time to the activities of the
Organization without compensation.
The
financial statements do not reflect the value of
these services because they do not meet the
recognition criteria of ASC 958-605 and
subsections, Not-for-profit Entities – Revenue
Recognition.
Total in-kind contributions of $168,166 and
$11,227 for the years ended December 31,
2017 and 2016, respectively, have been
included as contributions in the statement of

The Council receives a substantial portion of its
operating funds from various revenue earning
activities, including the sale of Scout-related
items, camping, and other activities. These
funds are deemed to be earned and reported as
revenue when the Organization has sold the
items and/or has provided the camping or other
activities to the participants. Amounts received
in advance of the occurrence of activities or
other events are reported as deferred revenue
and are subsequently recognized as revenue
upon occurrence of the activity or other event.
Cash and cash equivalents:
For purposes of the statement of financial
position and the statement of cash flows, the
Organization considers all highly liquid
investments purchased with an initial maturity of
three months or less to be cash equivalents,
except for amounts held in long-term
investment accounts that are considered to be
temporary cash awaiting reinvestment in
securities.
Financial instruments and concentrations of
credit risk:
The Council’s financial instruments consist of
cash and cash equivalents, pledges receivable,
long-term investments, and accounts payable.
The recorded values of these financial
instruments approximate their fair values based
on their short-term nature and/or the availability
of a ready market for their liquidation.
Financial instruments which subject the
Organization to concentrations of credit risk
principally consist of cash and long-term
investments.
10

LONG BEACH AREA COUNCIL, BOY SCOUTS OF AMERICA
NOTES TO FINANCIAL STATEMENTS
As of and for the year ended December 31, 2017
NOTE 2 – CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES – CONTINUED
The Organization maintains cash balances with
various securities brokerage firms. Investments
and cash accounts at these institutions are
insured by the Securities Investors Protection
Corporation (“SIPC”) up to $500,000, of which
no more than $100,000 can be cash awaiting
reinvestment. At various times during the years
ended December 31, 2017 and 2016, the
Organization’s securities and cash balances
held at these securities brokerage firms
exceeded the above mentioned SIPC insurance
limits. However, the Organization has not
experienced any loss in such accounts to date
and does not anticipate non-performance by the
brokerage firms.
In addition, the Organization, at various times,
maintained financial instruments in excess of
the Federal Deposit Insurance Corporation
(“FDIC”) maximum insured deposit limit of
$250,000 at December 31, 2017 and 2016,
respectively, at one financial institution.
However, the Organization has not experienced
any loss in such accounts to date and does not
anticipate non-performance by the institution.
Inventories:
Inventories, consist of Scouting accessories
and literature available for resale, are stated at
the lower of cost (average cost method) or
market. Management does not believe that any
inventories are impaired to the extent that their
resale value is below cost; accordingly, an
inventory reserve was not recorded at
December 31, 2017 or 2016.
Property and equipment:
Expenditures which materially increase property
lives are capitalized at acquisition cost. The
cost of maintenance and repair is charged to

expenditures as incurred. When depreciable
property is retired or otherwise disposed of, the
related cost and accumulated depreciation are
removed from the accounts and any gain or
loss is reflected in the statement of activities.
Depreciation is provided using the straight-line
method over the estimated useful lives of the
assets as follows:
Land
Buildings, building
improvements, and land
improvements
Furniture, fixtures, and
equipment
Vehicles
Aquatic equipment

N/A
3-30 years
3-20 years
3-7 years
10 years

Other assets:
Other assets consist of a donated investment
property and an intangible asset.
The
intangible asset consists of water pumping
rights at Will J. Reid Park donated to the
Organization by BP p.l.c. Although the property
was sold during 2013, the Organization
maintained the water pumping rights within the
sale agreement. The water pumping rights
have an indefinite useful economic life and
accordingly, are not amortized. The Council
periodically assesses the value of these water
pumping rights to determine if they are
impaired. The Council did not record a charge
for impairment with respect to these water
pumping rights during the years ended
December 31, 2017 and 2016.
Income taxes:
The Council is a not-for-profit organization that
is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and is
exempt from state franchise taxes under
Section 23701(d) of the California Revenue and
Taxation Code, whereby only unrelated
business income, as defined by Section
509(a)(1) of the Internal Revenue Code, is
subject to federal income tax. The Organization
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NOTE 2 – CONTINUED

NOTE 3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES – CONTINUED

PROPERTY AND EQUIPMENT

does not believe that during the years ended
December 31, 2017 and 2016 that it had
unrelated business income and accordingly, no
provision for income taxes has been recorded
in the accompanying financial statements.
The Council follows the provisions of FASB
ASC 740, Income Taxes. Accordingly, the
Council accounts for uncertain tax positions by
recording a liability for unrecognized tax
benefits resulting from uncertain tax positions
taken, or expected to be taken, in its tax
returns. The Council recognizes the effect of
income tax positions only if those positions are
more likely than not of being sustained by the
appropriate taxing authorities. The Council
does not believe that its financial statements
include any uncertain tax positions and
accordingly, has not recognized any liability for
unrecognized tax benefits in the accompanying
financial statements.
Functional allocation of expenses:
The costs of providing the various programs
and other activities have been summarized on a
functional basis in the Statement of Activities
and Changes in Net Assets and the Statement
of Functional Expenses. Accordingly, certain
costs have been allocated among the programs
and supporting services benefited.

Property and equipment are recorded at cost (if
purchased) or at estimated fair market value (if
donated). Property and equipment consist of:
As of December 31,
Land
Buildings and
improvements
Furniture & equipment
Vehicles
Construction in-process
Aquatic equipment
Less: accumulated
depreciation

$

2017
233,814
2,370,797
531,228
202,012
284,877
448,616
4,071,344

$

2016
233,814
2,362,222
548,753
161,964
156,814
279,471
3,743,038

(2,237,127) (2,203,343)
$ 1,834,217 $ 1,539,695

The Organization recorded depreciation
expense of $95,383 and $91,067 for the years
ended December 31, 2017 and 2016,
respectively.
NOTE 4
INVESTMENTS AND FAIR VALUE MEASUREMENTS
The Council’s long-term investment portfolio
consists primarily of equity and bond mutual
funds, and cash. The investments are recorded
at fair market value in the accompanying
statement of financial position. Realized and
unrealized gains or losses on investments are
reflected in the statement of activities and
changes in net assets.
The Council has implemented ASC 820, Fair
Value Measurements and Disclosures. ASC
820 defines fair value, establishes a framework
for measuring fair value, and expands
disclosures about fair value measurements.
This standard provides a consistent definition of
fair value which focuses on an exit price
between market participants in an orderly
transaction as prescribed by ASC 820.
12
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INVESTMENTS AND FAIR VALUE MEASUREMENTS
– CONTINUED

The inputs and methodology used for valuing
the Organization’s financial assets and liabilities
are not indicators of the risks associated with
those instruments.

The standard also prioritizes, within the
measurement of fair value, the use of market-

Investments, recorded at fair value, consist of
the following:

INVESTMENTS AND FAIR VALUE MEASUREMENTS

As of December 31,
Level I
Mutual funds, equity,
and debt securities
Money market cash
Total Level I
Total investments

NOTE 4 – CONTINUED

based
information
over
entity-specific
information and establishes a three-level
hierarchy for fair value measurements based on
the transparency of information used in the
valuation of an asset or liability as of the
measurement date.
Investments measured and reported at fair
value are classified and disclosed in one of the
following categories:
Level I – Quoted prices are available in active
markets for identical investments as of the
reporting date. The type of investments in Level
I include listed equities, bond instruments, and
mutual funds held in the name of the
Organization, and exclude listed equities and
other securities held indirectly through
commingled funds.
Level II – Pricing inputs, including broker
quotes, are generally those other than
exchange quoted prices in active markets,
which are either directly or indirectly observable
as of the reporting date, and fair value is
determined through the use of models or other
valuation methodologies.
Level III – Pricing inputs are unobservable for
the investment and includes situations where
there is little, if any, market activity for the
investment. The inputs into the determination of
fair value require significant management
judgment or estimation. Investments that are
included in this category generally include
privately held investments and partnership
interests.

2017

2016

$ 7,554,053
43,621
7,597,674
$ 7,597,674

$ 2,925,897
43,621
2,969,518
$ 2,969,518

The following methods and assumptions were
used to estimate the fair values of the assets
and liabilities in the table above:
Level 1: Fair value measurements –
investments in securities:
The fair value of the Organization’s investments
in marketable equity and debt securities and
mutual funds is based on quoted market prices.
Investment income, net of investment fees
consists of the following:
For the years ended
December 31,
2017
Interest and dividends
$ 212,642 $
Investment fees
(58,682)
Gain (loss) on
investments
309,323
Total investment income $ 463,283 $

2016
117,390
(30,670)
161,408
248,128

NOTE 5
NOTE PAYABLE
In May 2017, the Council entered into an
equipment financing arrangement to purchase a
tractor. The amount financed was $82,700,
payable in monthly installments of $1,184 per
month, including principal and interest, maturing
on November 14, 2023 with an imputed interest
13
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NOTE 5 - CONTINUED
NOTE PAYABLE – CONTINUED
rate of 1%. The unpaid principal of the debt was
$80,468 at December 31, 2017.
On or about June 2015, the Council purchased
a vehicle using a Note financing arrangement,
payable over monthly installments of $590 per
month, including principal and interest, maturing
on June 20, 2021, with a stated annual interest
rate of 3.29%. The unpaid principal of the Note
was $23,350 at December 31, 2017.
Minimum future principal payments on the two
debt arrangements are due as follows:
Years ending December 31,
2018
2019
2020
2021
2022
Thereafter

$

19,859
20,207
20,563
17,353
13,999
11,837
$ 103,818

NOTE 6
ENDOWMENT FUNDS
The Council’s Endowment Fund (“Fund”)
includes donor-restricted endowment funds, as
well as, Board designated endowment funds.
As required by accounting principles generally
accepted in the United States, net assets
associated with endowment funds are classified
and reported based on the existence or
absence
of
donor-imposed
restrictions.
Unrestricted net assets, identified by the
Council’s board of directors to be used for
future investment and growth, are included as
unrestricted net assets– board-designated.
The Council manages the Fund according to
ASC 958-205 and subsections, Not-for-Profit
Organizations, Presentation of Financial

Statements. The State of California adopted a
version of the Uniform Prudent Management of
Institutional Funds Act (“UPMIFA”), which is
applicable to funds established on or after
January 1, 2009 and funds established prior to
January 1, 2009 only with respect to actions
taken after January 1, 2009 (hereafter referred
to as “SPMIFA”).
Interpretation of relevant law:
The Board has interpreted 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.
Therefore, the market value of the donorrestricted endowment may, from time to time,
fall below the fair value of the original gift as of
the gift date due to market conditions or
continued prudent expenditures by the Board of
certain amounts of the endowment. If such a
temporary deficit condition occurred, the Board
would take all prudent steps, given ongoing
market conditions, to restore the fair value of
the Fund to an amount at or above the amount
of the original gift.
Accordingly, the Organization classifies as
permanently restricted net assets (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. The remaining portion of the donorrestricted endowment fund that is not classified
in permanently restricted net assets is classified
as temporarily restricted net assets until those
amounts are appropriated for expenditure by
the Organization in a manner consistent with
the standard of prudence prescribed by
SPMIFA.
The Organization considers the
following factors in determining whether to
14
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upon those trying to be a role model for
youth.

NOTE 6 – CONTINUED
ENDOWMENT FUNDS – CONTINUED
appropriate or accumulate
endowment funds:

donor-restricted

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

(4) The possible effect of inflation and
deflation
(5) The expected total return from income
and the appreciation of investments
(6) Other resources of the Organization
(7) The investment policies of the
Organization
Return objectives and risk parameters:
The primary goal of the Fund is to provide
regular and reliable income for the operation,
preservation, and betterment of the Council.
Specifically, this will allow the Organization to
use the income from the Fund to:
(1) Provide for the implementation of quality
programs for the youth serviced by the
Council;
(2) Facilitate learning opportunities for
young people that will result in the
development
of
character
and
citizenship in those participating youth
including the programs of Scouting,
Learning for Life, Venturing, and
Exploring;
(3) To ensure the proper utilization and
management of resources contributed
by
those
generous
benefactors
supporting the programs of the Council;
and
(4) To support and maintain the ethical and
moral values and behavior incumbent

The desired investment objective is that the
long-term real rate of return on the assets of the
Fund will be approximately 3.0% greater than
the rate of inflation as measured by the
Consumer Price Index (“CPI”), with an overall
target rate of return of 6.50 % based on a fiveyear rolling average.
The Organization considers itself to be an
investor with a moderate risk tolerance. The
Organization’s investment objectives are the
following (in order of priority): (1) Current
income; (2) Capital preservation; (3) Growth;
and (4) Liquidity.
Strategies employed for achieving
objectives:
The Council applies a total return concept to
reporting the gains or losses and income of the
Fund measuring the total return of the Fund in
terms of the aggregate of income and gains or
losses and growth using a moderate investment
mix using the objectives described above.
The Organization has determined that the
following guidelines shall be used to determine
investment holdings. Portfolio targets (by class
of investment) of: (1) between 35% to 70%
equities (with no more than 20% in International
Equity) (2) less than 38% fixed income (can
include international fixed income investments);
(3) 6% in alternative investments; and (4) 5%
cash and cash equivalents.
Spending policy and how the investment
objectives relate to spending policy:
The Council has a policy for providing annual
distributions of the earnings and growth of the
Fund that meets the above objectives while
preserving the real (inflation adjusted) value of
the Fund. In general, distributions may include
interest and dividends earned by the Fund
15
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Summary of endowment fund balances and
activity:

ENDOWMENT FUNDS – CONTINUED
during the year, along with a portion of the
unrealized and realized gains from the portfolio.
In assessing the amount of unrealized and
realized gains of the portfolio to consider with
respect to the annual distribution, the Council
will calculate the overall unrealized and realized
gains of the Fund using a five-year rolling
period, adjusted for inflation as measured by
the CPI.

Endowment net asset composition by type of
fund and changes in these net assets are as
follows as of and for the years ended December
31, 2017 and 2016.

In establishing this policy, the Organization
considered the long-term expected return on its
endowment. Accordingly, over the long term,
the Organization expects the current spending
policy to allow its endowment to grow at an
amount that will keep pace with expected
inflation, to preserve the real (inflation adjusted)
value of the Fund. The Council adheres to the
provisions of SPMIFA, which states that the
appropriation for expenditure in any year of an
amount greater than 7 percent of the fair market
value of an endowment fund, calculated on the
basis of market values determined at least
quarterly and averaged over a period of not less
than three years immediately preceding the
year in which the appropriation for expenditure
is made, creates a rebuttable presumption of
imprudence. Accordingly, the Council’s policy
is to expend an amount equal to the CPI plus
3%, but no more than 7% of the fair market
value of the Fund as calculated above. The
Council may – after considering the
performance of the Fund and its operational
needs - elect to expend less than the above
targets.
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Endowment Net Asset Composition by Type of Fund as of December 31, 2017

As of December 31, 2017
Donor-restricted endowment fund
Total endowment funds

UnrestrictedBoard
Temporarily
Designated
Restricted
$ 4,323,881 $
207,219

Permanently
Restricted
$ 3,457,765

Total
$ 7,988,865

Prior year2016
$ 7,850,543

$ 4,323,881

$ 3,457,765

$ 7,988,865

$ 7,850,543

$

207,219

Change in Endowment Net Assets for the Year Ended December 31, 2017

For the year ended December 31,
2017
Endowment net assets, beginning of
year
Investment return:
Investment income (interest and
dividends)
Net appreciation (depreciation) realized and unrealized - in fair
value of investments
Investment fees

UnrestrictedBoard
Designated

Temporarily
Restricted

Permanently
Restricted

Total

Prior year2016

$ 4,305,515

$

$ 3,441,581

$ 7,850,543

$ 7,770,665

103,447

-

212,642

-

212,642

117,390

-

309,323
(58,682)

-

309,323
(58,682)

161,408
(30,670)

Total investment return
Contributions
Interest income on note receivable
Appropriation of endowment assets
for expenditure

18,366
-

463,283
40,489

16,184
-

248,128
234,750

-

(400,000)

-

463,283
34,550
40,489
(400,000)

Endowment net assets, end of year

$ 4,323,881

$

207,219

$ 3,457,765

$ 7,988,865

(400,000)
$ 7,853,543
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NOTE 9

RESTRICTIONS ON NET ASSETS

RETIREMENT PLAN

Temporarily restricted net assets consist of the
following at December 31, 2017 and 2016:

The Boy Scouts of America has a defined
benefit multiemployer retirement plan (the
“Plan”), administered by the National Council,
that covers eligible employees of the National
Council and local councils. During the years
ended December 31, 2017 and 2016, eligible
employees contributed 2.0% of compensation
and the Council contributed an additional 7.0%
during the years then ended, respectively, of
eligible employees’ compensation to the Plan.

As of December 31,
Restricted by time:
Portion of endowment
subject to a time
restriction under SPMIFA
Sub-total, restricted by
time
Restricted by purpose Long-term capital
expenditures
Foundations, trusts, and
other contributions
Total - temporarily
restricted

2017

$

207,219

2016

$

103,447

207,219

103,447

1,578,394

1,003,119

78,845

34,452

$ 1,864,458

$ 1,141,018

Permanently restricted net assets, consisting of
endowment fund investments required to be
permanently retained either by explicit donor
stipulation or by SPMIFA, were $3,457,765 and
$3,441,581 at December 31, 2017 and 2016,
respectively.
NOTE 8
SPECIAL EVENTS
Special events, net of direct costs during the
years ended December 31, 2017 and 2016
consisted of:
Distinguished Citizens Dinner
For the year ended
December 31,
Proceeds
Direct costs
Net

2017
105,505
(27,545)
$ 77,960 $

2016
81,796
(20,469)
61,327

During the years ended December 31, 2017
and 2016, the Council contributed $41,402 and
$37,931, respectively, to the Plan.
NOTE 10
RELATED PARTY TRANSACTIONS
The Council supports the mission and
operations of the National Council by remitting
an annual National Service Fee and Charter
Fee to the National Council. During the years
ended December 31, 2017 and 2016, the
Council remitted $19,002 and $19,124,
respectively, in fees to the National Council.
The Council operates a Scout Shop, which sells
Scouting-related supplies, equipment, and other
items for the convenience of Scouts and their
families. The Council purchases most of its
supplies from the National Council. During the
years ended December 31, 2017 and 2016, the
Council purchased $150,974 and $145,434 in
Scout Shop supplies from the National Council.
At December 31, 2017 and 2016, the Council
owed the National Council $13,653 and $7,113,
respectively, in unpaid fees, expenses, and
goods and services purchased but not yet paid
for.
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dining hall. Management is expecting to receive
the total pledge of $1,250,000 during 2018.

CONTINGENCIES
The Council is subject to certain legal actions
and claims arising in the ordinary course of
business.
Based upon the nature of and
management’s understanding of the facts and
circumstances which give rise to such actions
and claims, management believes that such
litigation and/or claims will be resolved without
material effect on the Council’s financial
position or results of operations.
In 2015, the Council entered into a conservation
program contract of approximately $428,000
with the United States Department of
Agriculture ("USDA") to establish, implement
and maintain certain conservation practices and
activities on the Organization's Camp Tahquitz
land. The Council has recognized $56,428 in
revenue related to the contract in the year
ended December 31, 2017. After completion of
the contractual obligations, the Organization is
projected to net approximately $20,000.
NOTE 12
CONDITIONAL PLEDGES
In 2013, the Council received a matching
pledge of $750,000 under a grant agreement
(the “Grant”) from AS&F Foundation for the
construction of a new Camp Tahquitz dining
hall. The Grant provided that $750,000 will be
awarded to the Council, on the condition that
the Council raise an amount equal to or greater
than $750,000 from other sources on or before
August 31, 2015, for the construction of the
dining hall. The Council realized this goal and
recorded the matching grant amount as a
pledge receivable during 2015. In addition,
during the year ended December 31, 2017,
AS&F Foundation pledged an additional
$500,000 for construction of the Camp Tahquitz
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