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Independent Auditors' Report

THE BOARD OF DIRECTORS
BOYS AND GIRLS CLUBS OF THE PENINSULA
Menlo Park, California

Report on the Financial Statements

We have audited the accompanying financial statements of the BOYS AND GIRLS CLUBS
OF THE PENINSULA (the Club) which comprise the statement of financial position as of
June 30, 2015, the related statements of activities, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit 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 of 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 audit opinion.

Consultants and

Business Advisors

100 First Street

14" Floor

San Francisco

CA4 94105

415.781.0793

fax 415.421.2976

60 S. Market Street

Suite 200

San Jose

CA 95113

408.998.8400

fax 408.998.8485

12345
6/3

AND STILL COUNTING




Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Boys and Girls Clubs of the Peninsula as of June 30, 2015, 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.

Report on Summarized Comparative Information

We have previously audited the Boys and Girls Clubs of the Peninsula’s 2014 financial statements,
and we expressed an unmodified audit opinion on those audited financial statements in our report dated
September 16, 2014. In our opinion, the summarized comparative information presented herein as of and
for the year ended June 30, 2014, is consistent, in all material respects, with the audited financial
statements from which it has been derived.

W#wcbp

San Francisco, California
October 12, 2015



Boys and Girls Clubs of the Peninsula

Statement of Financial Position

June 30, 2015 (with comparative totals as of June 30, 2014) 2015 2014
Assets
Cash and cash equivalents $ 1,379,743 $ 1,606,164
Investments 5,873,380 5,924,878
Unconditional promises to give, net 1,656,286 2,574,127
Accounts receivable 200,863 21,942
Prepaid expenses and deposits 57,613 69,004
Property, equipment and improvements, net 5,979,236 6,267,844
Total assets $ 15,147,121 $ 16,463,959
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses $ 752,031 $ 802,308
Net Assets:
Unrestricted:
Board designated:
Maintenance reserve 334,021 476,603
Quasi-endowments 2,394,020 2,429,658
Undesignated 7,283,633 7,869,766
Total unrestricted net assets 10,011,674 10,776,027
Temporarily restricted 2,458,416 2,960,624
Permanently restricted 1,925,000 1,925,000
Total net assets 14,395,090 15,661,651
Total liabilities and net assets $ 15,147,121 $ 16,463,959

See accompanying notes to financial statements.



Boys and Girls Clubs of the Peninsula

Statement of Activities

Year Ended June 30, 2015 (with comparative totals for the year ended June 30, 2014)

2015 2014
Temporarily Permanently
Unrestricted Restricted Restricted Total Total
Support and Revenues:

Contributions $ 5,279,906 $ 486,040 $ 5,765,946 $ 6,104,973

Special events 491,584 491,584 462,353

Membership revenue 29,209 29,209 34,018

Contract revenues 650,789 650,789 629,940

Net assets released from

restrictions 975,722 (975,722) - -

Total support and revenue 7,427,210 (489,682) - 6,937,528 7,231,284
Expenses:

Program services 6,760,737 6,760,737 6,653,541

Management and general 827,912 827,912 768,530

Fundraising 579,266 579,266 603,568

Total expenses 8,167,915 - - 8,167,915 8,025,639
Change in Net Assets

from Operations (740,705) (489,682) - (1,230,387) (794,355)
Other Changes in Net Assets:

Investment income (23,648) (12,526) (36,174) 705,066
Change in Net Assets (764,353) (502,208) - (1,266,561) (89,289)
Net Assets - Beginning of year 10,776,027 2,960,624 $ 1,925,000 15,661,651 15,750,940
Net Assets - End of year $ 10,011,674 $ 2,458,416 $ 1,925,000 $ 14,395,090 $ 15,661,651

See accompanying notes to financial statements.
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Boys and Girls Clubs of the Peninsula

Statement of Functional Expenses

Year Ended June 30, 2015 (with comparative totals for the year ended June 30, 2014)

2015 2014
Program Management
Services and General  Fundraising Total Total
Personnel:
Salaries $ 4,219,371 $ 464,217 $ 356,453 $ 5,040,041 $ 4,860,148
Payroll taxes and benefits 895,653 136,624 77,070 1,109,348 1,292,220
Total personnel expense 5,115,025 600,841 433,523 6,149,389 6,152,368
Facilities:
Depreciation 384,596 384,596 378,296
Insurance 40,761 5,573 4,279 50,613 47,069
Utilities 125,544 125,544 117,981
Repairs and maintenance 189,041 189,041 174,647
All other facilities expense 12,453 12,453 11,315
Total facilities 752,395 5,573 4,279 762,247 729,308
Program Supplies 615,417 615,417 590,296
Other:
Special events 84,723 84,723 89,461
Bad debt expense 17,766 17,766 (16,620)
Training 73,817 13,596 1,714 89,127 70,093
Professional fees 64,782 64,782 83,897
Telephone 51,181 6,998 5,382 63,561 61,425
Office supplies 71,509 20,042 5,014 96,564 78,356
Transportation 27,878 1,968 1,523 31,369 31,581
Dues 20,916 20,916 20,916
Recruiting 13,081 13,081 14,294
Employee events 9,998 9,998 17,478
Advertising 23,951 23,951 19,778
Evaluation 7,173 7,173
Miscellaneous 53,514 45,179 19,157 117,850 83,008
Total other expenses 277,900 221,498 141,464 640,861 553,667
Total expenses $ 6,760,737 $ 827,912 $ 579,266 $ 8,167,915 $ 8,025,639

See accompanying notes to financial statements.
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Boys and Girls Clubs of the Peninsula

Statement of Cash Flows

Year Ended June 30, 2015 (with comparative totals for the year ended June 30, 2014)

2015 2014

Cash Flows Provided by Operating Activities:
Change in net assets $  (1,266,561) $ (89,289)
Adjustments to reconcile change in net assets to
net cash provided by operating activities:

Depreciation 384,596 378,296
Net realized/unrealized gains on investments 41,538 (697,346)
Donated equipment and other (190,534)
Changes in operating assets and liabilities:
Unconditional promises to give 917,841 (209,552)
Other receivables (178,921)
Prepaid expenses and deposits 11,391 (23,893)
Accounts payable and accrued expenses (50,277) 271,553
Net used provided by operating activities (140,392) (560,765)

Cash Flows from Investing Activities:

Purchases of property, equipment and improvements (95,989) (95,400)
Proceeds from sale of investments 89,571 218,730

Purchase of investments (79,611) (7,869)
Net cash (used) provided by investing activities (86,029) 115,461

Net Change in Cash and Cash Equivalents (226,421) (445,304)
Cash and Cash Equivalents - Beginning of year 1,606,164 2,051,468
Cash and Cash Equivalents - End of Year $ 1,379,743 $ 1,606,164

Supplemental Disclosure of Cash Flow Information
In-kind contributions of equipment $ - $ 190,534

See accompanying notes to financial statements.
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Note 1 -

Note 2 -

Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

Description of the Organization:

The Boys and Girls Clubs of the Peninsula (the Club) provide places where young people
aged 6 - 18 are welcome and can belong to after school and all day during the summer. At
each of the Club's sites located in the most challenged areas of Menlo Park, East Palo Alto
and Redwood City, California, staff and volunteers work through a broad range of programs
to guide and inspire youth to develop the attitudes and life skills they need to thrive. Founded
in 1958, the Club is now regarded as one of the most comprehensive youth development
organizations in the San Francisco Bay Area. The Club's programs focus on Academics,
Science and Technology, Social Education and Life Skills, Athletics and Fitness, and the
Arts. Many of these programs are offered in partnership with local schools and other
community organizations. The Club's annual budget is dependent on a balanced combination
of support from individuals, foundations, corporations and public partners.

Summary of Significant Accounting Policies:

a. Basis of Accounting

The Club prepares its financial statements on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America
(US GAAP).

b. Description of Net Assets

Unrestricted Net Assets - the portion of net assets that is neither temporarily nor
permanently restricted by donor-imposed stipulations. These net assets are intended for
use by management and the Board of Directors for general operations and certain Board
designated uses, including the Maintenance Reserve for building repairs and the Quasi-
endowment — funds the Board has chosen to retain and invest for the present.

Temporarily Restricted Net Assets - the portion of net assets that are limited by donor -
imposed stipulations that either expire by passage of time or can be fulfilled and removed
by actions of the Club. Also included in temporarily restricted net assets are earnings on
the permanently restricted endowment which have not yet been appropriated for use.

Permanently Restricted Net Assets - the portion of net assets that are limited by donor -
imposed stipulations that neither expire by passage of time nor can be removed by actions
of the Club. These net assets represent the Club’s endowment.

¢. Cash and Cash Equivalents

For purposes of the statement of cash flows, cash and cash equivalents consist of short-
term, highly liquid investments and investments with original maturity dates of three
months or less and do not include cash held in investment accounts.



Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

d. Fair Value Measurements

The Club classifies its financial assets and liabilities at fair value. Fair value is defined as
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. In addition, the Club
reports certain investments using the net asset value (NAV) per share method under the
so-called “practical expedient.” The practical expedient allows NAV per share to
represent fair value for reporting purposes when the criteria for using this method are
met.

Level 1 values are based on unadjusted quoted prices in active markets for identical
securities. Level 2 values are based on significant observable market inputs, such as
quoted prices for similar securities and quoted prices in inactive markets. Level 3 values
are based on significant unobservable inputs that reflect the Club’s determination of
assumptions that market participants might reasonably use in valuing the securities. The
Club maximizes the use of observable inputs and minimizes the use of unobservable
inputs when measuring fair value or in accordance with practical expedient NAV rules,
which allow for either Level 2 or Level 3 reporting depending on lock up and notice
periods associated with the underlying funds.

In determining the appropriate levels, the Club performed an analysis of the assets and
liabilities that are subject to Financial Accounting Standards Board (FASB) Codification
Topic 820.

e. Investments

Investments are valued at fair value with realized and unrealized gains and losses
reflected in the statement of activities.

Investments in a multi asset fund are valued at NAV per share or ownership interest of
the investment.

f.  Unconditional Promises to Give

Unconditional promises to give are recorded at their net realizable value. Unconditional
promises to give which are due in more than one year have been discounted to the present
value of their estimated future cash flows. The calculated amount of the discount was not
material to the financial statements.

An allowance for uncollectible unconditional promises to give is provided based upon
management’s judgment including such factors as prior collection history and type of
contribution.



Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

Property, Equipment and Improvements

The Club records property, equipment and improvements at cost of acquisition or
construction or, if donated, at the fair market value at the date of donation. Depreciation
is computed using the straight-line method with lives ranging from 3 to 40 years.

Revenue Recognition

Contributions are recorded at their fair value and are recognized as revenue when the
donor makes an unconditional promise to give to the Club. Donor-restricted
contributions are reported as increases in temporarily or permanently restricted net assets
depending on the nature of the restrictions. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement
of activities as net assets released from restrictions. Contributions that are restricted by
the donor are reported as increases in unrestricted net assets if the restrictions expire in
the same year in which the contributions are recognized. Net assets released from
restrictions represent the satisfaction of donor restrictions or the passage of time and the
appropriation of previously unappropriated endowment earnings. Conditional promises
to give are not recognized until the conditions on which they depend are substantially
met. There was a total of $300,000 in conditional promises from two donors as of June
30, 2015.

Contract revenue from school districts and a municipality is recognized when earned for
services rendered.

Special event revenue is recognized when the event occurs.
Non-cash donations are recorded at the fair value of the gift at the date of the donation.

Contributions of donated services that create or enhance non-financial assets that require
specialized skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation, are recorded at their fair values in the
period received.

Income Taxes

The Club has been granted tax-exempt status under Section 501(c)(3) of the Internal
Revenue Code and Section 23701(d) of the California Revenue and Taxation Code. In
addition, the Club has been determined by the Internal Revenue Service not to be a
private foundation within the meaning of Section 509(a) of the Internal Revenue Code.

Management evaluated the Club’s tax positions and concluded that the Club had
maintained its tax exempt status and had not taken uncertain tax positions that required
adjustment to the financial statements. Therefore, no provision or liability for income
taxes has been included in the financial statements.



Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

j.  Allocation of Expenses

Certain indirect costs have been allocated by management among programs and
supporting services based on estimates of time, space and other factors.

k. Estimates

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

1. Prior Year Information and Reclassifications

The financial statements include certain prior-year summarized comparative information
in total but not in sufficient detail to constitute a presentation in conformity with US
GAAP. Accordingly, such information should be read in conjunction with the Club’s
financial statements for the year ended June 30, 2014, from which the summarized
information was derived.

Certain reclassifications have been made to the prior year financial statements in order
for them to conform to current year presentation. These reclassifications had no effect on
net assets or change in net assets.

m. Subsequent Events

The Club evaluated subsequent events from June 30, 2015 through October 12, 2015, the
date these financial statements were available to be issued. There were no material
subsequent events that required recognition or additional disclosure in these financial
statements.

Note 3 - Investments and Fair Value Measurements:

The fair value of assets measured on a recurring basis, are as follows as of June 30, 2015:

Total Level 1 Level 2 Level 3
TIFF multi-asset funds $ 5,860,104 $ 5,860,104
Cash funds 13,276 $ 13,276

$ 5,873,380 $ 13,276 § 5,860,104
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Note 4 -

Note 5 -

Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

The Club uses NAV to determine the fair value of all the underlying investments which do
not have readily determinable fair value. The following table lists these investments by major
category as of June 30, 2015:

No. of Redemption Notice

Strategies Valuation Funds  Frequency  Period
TIFF Multi-Asset Fund (a) $ 5,860,104 1 N/A N/A
Total $ 5,860,104

(a) The Investment Fund for Foundation’s (TIFF) Multi-Asset Fund (MAF) is a mutual fund
and is valued using its net asset value. At June 30, 2015, the TIFF MAF was invested
approximately 57% in total return assets (primarily global stocks, high yield bonds) and
43% in hedging assets (primarily inflation linked bonds and cash equivalents). The
fund’s performance objective is to achieve a total return (price appreciation plus
dividends and interest income) net of expenses that, over a majority of market cycles,
exceeds inflation, as measured by the Consumer Price Index, plus 5% per annum.

Promises to Give:

Unconditional promises to give are comprised of the following at June 30, 2015:

Pledges $ 1,664,982
Less:
Allowance for doubtful accounts (7,008)
Discount to net present value of estimated future cash flows (1,688)
Net unconditional promises to give $ 1,656,286

Net unconditional promises to give are expected to be collected as follows as of June 30,
2015:

Due in one year or less $ 1,422,953
Due in one to five years 233,333
$ 1,656,286

At June 30, 2015, 29% of unconditional promises to give were due from board members and
companies of board members and are included above.

Property, Equipment and Improvements:
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Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

Note 6 -

Property, equipment and improvements and accumulated depreciation are as follows at June
30, 2015:

Buildings, improvements and landscaping $ 10,027,145
Equipment 1,515,989
Vehicles 163,499
11,706,633

Less accumulated depreciation (5,727,397)
$ 5,979,236

Depreciation expense was $384,596 for the year ended June 30, 2015.

Endowment Funds:
Interpretation of Relevant Law

Based on the Board of Directors interpretation of State Prudent Management of
Institutional Funds Act (SPMIFA), the Club 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 (¢) 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
endowment fund that is not classified in permanently restricted net assets (the
accumulated past earnings of the endowment which have not yet been appropriated), is
classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Club in a manner consistent with the standard of prudence prescribed
by SPMIFA.

In accordance with SPMIFA, the Club considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) the
duration and preservation of the fund, (2) the purposes of the Club 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 Club, (7) the investment policies of the Club.

From time to time, the fair value of assets associated with individual donor restricted
endowment funds may fall below the level that the donor or SPMIFA requires the Club to
retain as a fund of perpetual duration. In accordance with GAAP, deficiencies of this
nature are reported in unrestricted net assets. There were no such deficiencies as of June
30, 2015.
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Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

Return Objectives and Risk Parameters

The Club has adopted investment and spending policies for endowment assets that will
ultimately provide a predictable stream of funding to provide support for the various
programs of the Club. Endowment assets include those assets of donor-restricted funds
that the Club must hold in perpetuity as well as board-designated funds. Under this
policy, as approved by the Board of Directors, the endowment assets are invested in a
manner that is intended to realize a competitive rate of return comparable to index
benchmarks.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Club relies on a diversified asset
investment strategy in which investment returns are achieved through both capital
appreciation (realized and unrealized) and current yield (interest and dividends). The
Club targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Club is expecting to provide annual distributions of 5% of the market value of the
portfolio as calculated on a 3 year rolling average. The investment managers are required
to invest funds so as to ensure that required distributions of income or principal are met.

Endowment funds at June 30, 2015 are recorded as follows:

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total
Donor restricted:
Original gifts $ 1,546,880 $ 1,925,000 $ 3,471,880
Board Designated $ 2,394,020 2,394,020
Total Funds $ 2,394,020 $ 1,546,880 $ 1,925,000 $ 5,865,900
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Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

Net changes in endowment funds for the year ended June 30, 2015 were as follows:

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total
Endowment net assets,
June 30, 2014 $ 2,429,658 $ 1,564,288 $ 1,925,000 $ 5,918,946
Investment return:
Income 3,607 1,758 5,365
Net appreciation (27,925) (13,614) (41,539)
Total investment return (24,318) (11,856) (36,174)
Appropriation of
endowment earnings (11,320) (5,552) (16,873)
Endowment net assets,
June 30, 2015 $ 2,394,020 $§ 1,546,880 § 1,925,000 $ 5,865,900

Note 7 - Temporarily Restricted Net Assets:

As of June 30, 2015, temporarily restricted net assets were comprised of the following:

Pledges $ 464,166
Unappropriated earnings on endowment 1,546,880
Program services 447,370

$ 2,458,416

Net assets of $975,722 were released during 2015 in accordance with the donors' intent.
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Note 8 -

Note 9 -

Note 10 -

Note 11 -

Boys and Girls Clubs of the Peninsula

Notes to Financial Statements

Commitments and Contingencies:

The Club has entered into several exchange agreements to lease its facilities at Menlo Park,
Redwood City and East Palo Alto from various municipalities where the facilities are
situated. These exchange agreements require the Club to perform certain duties in return for
lease payments of $1 per year. The leases run from 25 years (June, 2023) to 66 years (May,
2064) with options to renew. The building and improvements, constructed by the Club at
Menlo Park, will revert to the municipality in the event the Club abandons the premises,
which is not deemed probable by management. Rent for the Menlo Park and East Palo Alto
facilities was prepaid by the Club.

Employee Benefits:

The Club has made available, to qualified employees, a 401(k) safe harbor plan. This plan
includes a non-elective employer contribution of 3% of eligible participants’ compensation
and the Club can elect to make an additional discretionary contribution that vests over 3
years. Employees are eligible to participate in the plan after one year of employment if they
work over 1,000 hours a year. For the year ended June 30, 2015, the amount of pension
expense was $259,738.

Concentrations of Risk:

The Club has defined its financial instruments, which are potentially subject to risk as cash
and cash equivalents, investments and unconditional promises to give.

At times, the Club has cash deposits in financial institutions in excess of federally insured
limits. Investments are held in various holdings in order to limit the concentration of market
risk.

Related Party Transactions:

Contributions received from members of the Club’s Board of Directors their foundations and
companies totaled approximately $193,600 or 3% of total contribution revenue. Most of
those contributions were cash.
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