BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.

FINANCIAL STATEMENTS
WITH INDEPENDENT AUDITOR'S REPORT

JUNE 30, 2018 AND 2017

TABLE OF CONTENTS

Page

Independent Auditor's Report . . .. ... .. 1-2
Financial Statements

Statements of Financial Position . . . ....... ... ... .. ... ... . 3-4

Statements of Activities . . .. ... .. 5

Statements of Functional Expenses . . . . ... .. . 6

Statements of Cash Flows . . . ... .. ... ... . 7-8
Notes to the Financial Statements . . .. ... .. ... ... .. . .. 9-13

Other Independent Auditor's Report

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance With Government Auditing Standards . ... ............... 14-15



William D. Pine, CPA
Karen C. Pedroncelli, CPA

Pedroncelli Gamaliel ‘Gil’ Aguilar, CPA
&AgUilar Audit Manager -
Inc. Lynette A. Garcia, CPA

Joanna G. Moffett, CPA

Mihai |. Petrascu, CPA

Aprille E.Wait, CPA

Allen C. Dimick, CPA, MBA
INDEPENDENT AUDITOR'S REPORT Corina A. Castro, CPA

Consultant

. Vern R. Onstine, CPA
To the Board of Directors of Richard J. Artis II, CPA

Boys and Girls Club of Tulare County, Inc.
Exeter, California

Certified Public Accountants

Report on the Financial Statements

We have audited the accompanying financial statements of Boys and Girls Club of Tulare
County, Inc. (a nonprofit organization), which comprise the statements of financial position as
of June 30, 2018 and 2017, and the related statements of activities, functional expenses, and
cash flows for the years 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 audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
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 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 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.

3500 West Orchard Court 311 North 2nd Street PO.Box 5100 pinecpas@pinecpas.com
Visalia, CA 93277 Porterville, CA 93257 Visalia, CA 93278 www.pinecpas.com
Tel: 559-625-9800 Tel: 559-784-9090

Fax: 559-625-9812 Fax: 559-781-9154



Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Boys and Girls Club of Tulare County, Inc. as of June 30,
2018 and 2017, and the changes in its net assets and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Other Reporting Required by Government Auditing Standards

fn accordance with Government Auditing Standards, we have also issued our reported dated
April 23, 2019, on our consideration of Boys and Girls of Tulare County, Inc.'s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Boys and Girls Club of
Tulare County, Inc.'s internal control over financial reporting and compliance.

e Prcnonedti t Usiseery , dnc
Visalia, California
April 23, 2019



BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2017

2018 2017
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 3 997,984 $ 667,126
Accounts Receivable 21,769 -
Grants Receivable 42,273 61,931
Inventory - Food 23,237 -
Total Current Assets 1,085,263 729,057
PROPERTY AND EQUIPMENT, NET 1,399,468 1,441,394
OTHER ASSETS
Cash Restricted for Future Club Improvements
and Strathmore Operations 130,586 112,181
Total Other Assets 130,586 112,181
TOTAL ASSETS 3 2615317 § 2,282,632

The accompanying notes are an integral part of these financial statements.
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BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2017

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Credit Cards Payable
Accrued Payroll
Compensated Absences
Payroll Taxes Payable
Customer Deposits
Deferred Revenue
Notes Payable, Current Portion

Total Current Liabilities

LONG-TERM LIABILITIES
Notes Payable, Net of Current Portion

TOTAL LIABILITIES

NET ASSETS
Temporarily Restricted
Unrestricted

Total Net Assets

TOTAL LIABILITIES AND
NET ASSETS

2018 2017
10,109 § 25,890
36,487 21,897
42,978 32,902
18,416 11,530
34,560 11,162

2,850 -
2,700 -
5,934 6,148
154,034 109,529
301,926 307,733
455,960 417,262
130,362 115,131
2,028,995 1,750,239
2,159,357 1,865,370
2,615,317 $ 2,282,632

The accompanying notes are an integral part of these financial statements.
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BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in Net Assets

Adjustments to Reconcile Change in Net Assets to Net Cash
Flows from Operating Activities:

Depreciation

In-Kind Contribution of Property and Equipment
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Grants Receivable
Decrease in Prepaid Expenses

Increase in Inventory

Increase in Restricted Cash

Increase (Decrease) in Accounts Payable
Increase (Decrease) in Credit Cards Payable
Increase in Accrued Payroll

Increase (Decrease) in Compensated Absences
Increase in Payroll Taxes Payable

Increase in Customer Deposits

Increase (Decrease) in Deferred Revenue

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Acquisitions of Property, Plant and Equipment

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Repayments on Long-Term Debt
Net Cash Used by Financing Activities
Net Increase in Cash

Cash - Beginning of Year

CASH - END OF YEAR

-7-

2018 2017
293,987 $ 286,512
61,915 61,286
- (4,600)
(21,769) 5,949
19,658 (47,883)
- 16,603
(23,237) -
(18,405) (42,246)
(15,781) 19,556
14,590 (35,089)
10,076 1,637
6,886 (3,956)
23,398 11,162
2,850 -
2,700 (28,848)
356,868 240,083
(19,989) (66,247)
(19,989) (66,247)
(6,021) (2,857)
(6,021) (2,857)
330,858 170,979
667,126 496,147
997,984 $ 667,126

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



BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
SUPPLEMENTARY INFORMATION
Interest Paid $ 9,205 $ 11,465
Non-Cash Financing Activity:
Cost of Property and Equipment Acquisitions $ 19,989 $ 66,247
Less Financed Acquisitions - -
Net Cash Paid for Property and Equipment $ 19,989 $ 66,247

The accompanying notes are an integral part of these financial statements.
-8-



1.

BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

Summary of Significant Accounting Policies

Nature of Activities

Boys and Girls Club of Tulare County, Inc. (the Organization) was established as a
nonprofit organization in 1997 in California. The Organization's purpose is to provide
behavior guidance and to promote health, social, educational, vocational and character
development of boys and girls, 6-18 years of age, without regard for race, color, creed,
or national origin and to operate one or more club sites for program activities and
services. Currently the Organization provides program services to over 1,200 children a
day in the following California locations: Visalia, Tulare, Ivanhoe, Exeter, Farmersville,
Porterville, and Tipton.

The Organization is funded through donations, grants, program services, and
fundraising activities. Children are encouraged to participate in the Organization's
programs which are generally offered after school under the guidance of its affiliate
organization "The Boys and Girls Club of America".

The Organization conducts its affairs under the management of a Board of Directors, a
salaried executive director, paid personnel and numerous unpaid volunteers.

On May 1, 2011, The Boys and Girls Club of the Sequoias, Inc. merged with the Boys
and Girls Club of Tulare County, Inc. All assets of the merging organization were
incorporated by the surviving entity, Boys and Girls Club of Tulare County, Inc.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis
of accounting in accordance with accounting principles generally accepted in the United
States of America.

Use of Estimates

The preparation of financial statements in accordance 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
disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid
debt instruments purchased with an original maturity of three months or less to be cash
equivalents.

The Organization maintains its cash balances in two financial institutions. The balances
are insured by the Federal Deposit Insurance Corporation up to $250,000. The amount
on deposit exceeded the $250,000 insured limit per account by approximately $132,336
and $218,965 on June 30, 2018 and 2017, respectively.

-9-



1.

BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

Summary of Significant Accounting Policies (Continued)

Accounts and Grants Receivable

The Organization considers accounts and grants receivable to be fully collectible;
accordingly no allowance for doubtful accounts is required. If amounts become
uncollectible, they will be charged against operations when that determination is made.

Inventory
Inventory is stated at the lower of cost or net realizable value using the average cost

method and consists primarily of food used for the summer food service program.

Property and Equipment

Property and equipment are stated at cost, if purchased, or at fair value at the date of
the gift, if donated, less an allowance for depreciation computed by use of the straight-
line method over the estimated useful lives of the assets. The estimated useful life
ranges from 3-39 years depending upon the type of asset. Generally, all property and
equipment acquisitions of $1,000 or more are capitalized.

Depreciation expense for the years ended June 30, 2018 and 2017 was $61,915 and
$61,286, respectively. Any property and equipment sold or disposed of are removed
from the books of the Organization along with the corresponding accumulated
depreciation, and any gain or loss is recognized in the year of sale or disposition.

Accumulated Vacation and Sick Leave

Accumulated unpaid employee vacation benefits are recognized as current liabilities of
the Organization. According to Organization policy, unused sick leave is lost at the
fiscal year end and is therefore not recognized as current liabilities of the Organization.

Net Assets

Unrestricted - Net assets that are not subject to donor-imposed restrictions.
Unrestricted net assets may be designated for specific purposes of the Organization at
the discretion of the Board of Directors.

Temporarily Restricted - Net assets whose use by the Organization is subject to donor-
imposed restrictions than can be fulfiled by actions of the Organization pursuant to
those restrictions or that expire by the passage of time.

Income Taxes

Boys and Girls Club of Tulare County, Inc. has received an exemption from federal and
state income taxes under Internal Revenue Code Section 501(c)(3) and California
Revenue and Taxation Code Section 23701(d). Accordingly, the Organization has
made no provision for income taxes in the accompanying financial statements.

-10-



1.

BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

Summary of Significant Accounting Policies (Continued)

In-Kind Contributions and Contributed Services

In-kind contributions are reflected as contributions at their fair value at date of donation
and are reported as unrestricted support unless explicit donor stipulations specify how
donated assets must be used. The Organization benefited from donations of rent
which was valued at $983,404 and $452,764 during the years ended June 30, 2018
and 2017, respectively. These amounts have been reported as both in-kind
contribution revenue on the statement of activities and rent and advertising expense
on the statement of functional expenses. The Organization recognizes the fair value
of contributed services received if such 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 contributed. The
Organization receives services from a large number of volunteers who give significant
amounts of their time to the Council's programs and fundraising campaigns but which
do not meet the criteria for financial statement recognition.

Management's Review

In preparing these financial statements, the Organization has evaluated events and
transactions for potential recognition or disclosure through April 23, 2019, the date the
financial statements were available to be issued.

Property and Equipment

Property and equipment consisted of the following:

Balance Balance
6/30/17 Additions Deletions 6/30/18
Furnishings and Equipment $ 240,888 $ -3 - $ 240,888
Transportation Equipment 35,667 - - 35,667
Buildings and Improvements 1,539,633 - - 1,539,633
Leasehold Improvements 243,407 17,841 - 261,248
Land 270,936 2,148 - 273,084
Total 2,330,531 % 19,989 $ - 2,350,520
Accumulated
Depreciation 889,137 $ 61,915 $ - 951,052
Net Property and
Equipment $ 1,441,394 $ 1,399,468

-11-



BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017
3. Notes Payable

Notes Payable consists of the following at June 30;:

Note Payable - City of Exeter, balloon payment of
$90,000 due upon maturity including interest at 0% per
annum. Loan is unsecured and matures February 6,
2028. The Organization negotiated with the City of
Exeter whereas the loan is only due if they sell the
building.

Note Payable - Valley Business Bank, secured by a deed
of trust. Monthly payments of $1,247.95 including
interest at 4.00% beginning November 1, 2016. Loan
matures October 11, 2026.

Subtotal
Less Current Portion

LONG-TERM PORTION

$

2018 2017
90,000 $ 90,000
217,860 223,881
307,860 313,881
5,934 6,148
301,926 $ 307,733

Scheduled principal repayments of long-term debt for the next five years are as follows:

2019
2020
2021
2022
2023 and Thereafter

TOTAL

-12-
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5,934
6,055
6,534
6,701

282,636

307,860



BOYS AND GIRLS CLUB OF TULARE COUNTY, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

4. Functional Expense Allocation

The cost of providing services and other activities has been summarized on a functional
basis in the statement of activities and in the statement of functional expenses.
Accordingly, certain costs have been allocated among the program and supporting
services benefited based on estimates developed by management. Support services
include those expenses that are not directly identifiable with any other specific function
but provide for the overall support and direction of the Organization.

5. Employee Benefits Plan

The Organization offers a SIMPLE IRA plan, for eligible employees. The Organization is
required to match up to 3% of the eligible employee's annual salary to the employee's
retirement account. Plan expenses to the Organization for the SIMPLE IRA plan,
including employer contributions, totaled $8,238 and $7,548 for the years ended June
30, 2018 and 2017, respectively.

6. Operating Leases

The Organization leases office and program service space in Exeter, CA and
Porterville, CA. On December 2, 2011, the Organization renegotiated the monthly
lease payments to $1,650, which is discounted to $250 on a month to month basis.

The Organization has memorandums of understanding with various school districts for
space it leases which it receives as an in-kind donation. For the years ended June 30,
2018 and 2017, the value of the rent was $983,404 and $448,164, respectively.

Total lease expense for the years ended June 30, 2018 and 2017 was $989,209 and
$453,925, respectively.

13-
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Board of Directors of
Boys and Girls Club of Tulare County, Inc.
Exeter, California

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States,
the financial statements of Boys and Girls Club of Tulare County, Inc. (a nonprofit
organization), which comprise the statement of financial position as of June 30, 2018, and
the related statements of activities, and cash flows for the year then ended, and the related
notes to the financial statements, and have issued our report thereon dated April 23, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Boys and
Girls Club of Tulare County, Inc.'s internal control over financial reporting (internal control)
to determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Boys and Girls Club of Tulare County, Inc.'s internal
control.  Accordingly, we do not express an opinion on the effectiveness of the
Organization's internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged
with governance.

3500 West Orchard Court 311 North 2nd Street P.O.Box 5100 pinecpas@pinecpas.com
Visalia, CA 93277 Porterville, CA 93257 Visalia, CA 93278 Wwww.pinecpas.com
Tel: 559-625-9800 Tel: 559-784-9090

Fax: 559-625-9812 Fax: 559-781-9154



Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were not identified. Given
these limitations, during our audit we did not identify any deficiencies in internal control
that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Boys and Girls Club of Tulare
County, Inc.'s financial statements are free from material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the organization's internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the organization's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

L Peny st gy dne

Visalia, California
April 23,2019
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