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Independent Auditor's Report

To the Board of Directors
Boys and Girls Club of Benton Harbor

We have audited the accompanying financial statements of the Boys and Girls Club of Benton
Harbor, which comprise the balance sheet as of December 31, 2015 and 2014 and the related
statements of activities and changes in net assets, functional expenses, and cash flows for the
year ended December 31, 2015 and the period from July 1, 2013 through December 31, 2014,
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 audits 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 audit opinions.
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To the Board of Directors
Boys and Girls Club of Benton Harbor

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the balance sheet of the Boys and Girls Club of Benton Harbor as of December 31, 2015 and
2014 and its activities and changes in net assets, functional expenses, and cash flows for the year
ended December 31, 2015 and the period from July 1, 2013 through December 31, 2014 in
accordance with accounting principles generally accepted in the United States of America.

March 17, 2016
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Boys and Girls Club of Benton Harbor

Balance Sheet

December 31,
2015

December 31,
2014

Assets

Cash $ 2,550,545 $ 2,555,501
Grants receivable 66,490 18,633
Contributions receivable (Note 2) 29,830 33,831
Prepaid expenses and other assets 13,358 6,435
Investments 250,000 -
Assets held by Berrien Community Foundation

 (Notes 6 and 7) 1,974,800 1,480,014

Property and equipment - Net (Note 3) 6,716,484 7,086,985

Total assets $ 11,601,507 $ 11,181,399

Liabilities and Net Assets

Liabilities
Accounts payable $ 43,781 $ 42,741

Accrued liabilities 36,515 34,013

Total liabilities 80,296 76,754

Net Assets
Unrestricted 11,459,952 11,050,459

Temporarily restricted (Note 4) 61,259 54,186

Total net assets 11,521,211 11,104,645

Total liabilities and net assets $ 11,601,507 $ 11,181,399

See Notes to Financial Statements. 3



Boys and Girls Club of Benton Harbor

Statement of Activities and Changes in Net Assets

Year Ended
December 31,

2015

18 Months
Ended

December 31,
2014

Changes in Unrestricted Net Assets
Revenue and support:

Contributions $ 1,995,827 $ 6,337,561
In-kind donations (Note 5) 144,819 111,447
Federal grants 154,695 221,200
Local grants 198,068 159,112
Membership fees 9,211 10,885
Special event revenue 46,595 32,646
Interest income 7,451 9,009
Change in assets held at Berrien Community Foundation (55,214) 40,014
Loss on disposal of fixed assets (838) -

Miscellaneous income 1,048 6,541

Total revenue and support 2,501,662 6,928,415

Net assets released from restrictions 42,686 108,205

Total revenue, support, and net assets released
from restrictions 2,544,348 7,036,620

Expenses:
Program services 1,580,902 2,293,098
Management and general 259,963 552,408

Fundraising 293,990 210,565

Total expenses 2,134,855 3,056,071

Increase in Unrestricted Net Assets 409,493 3,980,549

Changes in Temporarily Restricted Net Assets (Note 4)
Contributions 49,759 44,175

Net assets released from restrictions (42,686) (108,205)

Increase (Decrease) in Temporarily Restricted Net Assets 7,073 (64,030)

Increase in Net Assets 416,566 3,916,519

Net Assets - Beginning of period 11,104,645 7,188,126

Net Assets - End of period $ 11,521,211 $ 11,104,645

See Notes to Financial Statements. 4



Boys and Girls Club of Benton Harbor

Statement of Functional Expenses

Year Ended December 31, 2015

Program
Services Supporting Services

Program
Management
and General Fundraising Total Expenses

Salaries $ 605,226 $ 104,500 $ 59,740 $ 769,466

Employee benefits and payroll taxes 130,911 22,475 12,998 166,384

Total salaries and related expenses 736,137 126,975 72,738 935,850

Supplies 41,558 6,014 18,468 66,040
Contributed facilities - 1,952 - 1,952
Membership dues 670 11,452 - 12,122
Travel 149,893 3,384 - 153,277
Depreciation 396,165 16,681 4,170 417,016
Utilities 60,537 2,549 637 63,723
Insurance - 36,195 - 36,195
Equipment and maintenance 108,268 13,553 5,884 127,705
Contract and professional services 77,092 34,246 180,180 291,518
Postage and printing 618 1,395 9,965 11,978

Miscellaneous 9,964 5,567 1,948 17,479

Total functional expenses $ 1,580,902 $ 259,963 $ 293,990 $ 2,134,855

18 Months Ended December 31, 2014

Program
Services Support Services

Program
Management
and General Fundraising Total Expenses

Salaries $ 712,314 $ 304,999 $ 76,598 $ 1,093,911
Employee benefits and payroll taxes 144,878 65,902 20,954 231,734

Total salaries and related expenses 857,192 370,901 97,552 1,325,645

Supplies 66,567 6,743 2,684 75,994
Contributed facilities 47,176 1,483 118 48,777
Membership dues 2,756 16,846 320 19,922
Travel 205,035 5,337 446 210,818
Depreciation 622,907 26,228 6,557 655,692
Utilities 96,275 4,054 1,013 101,342
Insurance - 48,945 - 48,945
Equipment and maintenance 235,888 20,629 9,815 266,332
Contract and professional services 138,806 32,751 90,759 262,316
Postage and printing 11,798 2,164 753 14,715
Miscellaneous 8,698 16,327 548 25,573

Total functional expenses $ 2,293,098 $ 552,408 $ 210,565 $ 3,056,071

See Notes to Financial Statements. 5



Boys and Girls Club of Benton Harbor

Statement of Cash Flows

Year Ended
December 31,

2015

18 months
Ended

December 31,
2014

Cash Flows from Operating Activities
Increase in net assets $ 416,566 $ 3,916,519
Adjustments to reconcile increase in net assets to net cash

from operating activities:
Depreciation 417,016 655,692
Loss on sale of property and equipment 838 7,222
Capital campaign contributions - (2,737,651)
Change in assets held at Berrien Community

Foundation 55,214 (40,014)
In-kind equipment contributions (7,627) -
Changes in operating assets and liabilities which

(used) provided cash:
Grants receivable (47,857) (6,367)
Contributions receivable 4,001 84,385
Prepaid expenses and other assets (6,923) 10,260
Accounts payable 1,040 6,220
Grants payable - (200,000)

Accrued liabilities 2,502 (8,876)

Net cash provided by operating activities 834,770 1,687,390

Cash Flows from Investing Activities
Purchase of property and equipment (39,726) (60,382)
Purchase of investment (250,000) -

Transfer of assets to Berrien Community Foundation (550,000) (1,440,000)

Net cash used in investing activities (839,726) (1,500,382)

Cash Flows from Financing Activities
Payments on debt - (2,737,651)

Capital campaign contributions - 2,737,651

Net cash provided by financing activities - -

Net (Decrease) Increase in Cash (4,956) 187,008

Cash - Beginning of period 2,555,501 2,368,493

Cash - End of period $ 2,550,545 $ 2,555,501

See Notes to Financial Statements. 6



Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 1 - Nature of Activities and Significant Accounting Policies

Nature of Organization - The Boys and Girls Club of Benton Harbor (the
"Organization") is part of a nationwide affiliation of autonomous organizations which
work to help youth, with special concern for those with disadvantaged circumstances.
Its goal is to provide behavior guidance and to promote the health, social, educational,
vocational, and character development of area youth.

The Organization changed its fiscal year end from June 30 to December 31 in 2014. As a
result, these financial statements include the balance sheet as of December 31, 2015 and
2014 and the statement of activities and changes in net assets for the year ended
December 31, 2015 and the period from July 1, 2013 to December 31, 2014.

Significant accounting policies are as follows:

Cash - Cash balances are held at three financial institutions and exceed the federal
depository insurance limits.  The Organization's cash is only insured up to the federal
depository insurance limit.  The Organization evaluates the institutions with which it
deposits funds; however, it is not practical to insure all cash deposits.

Grants Receivable - Grants receivable result from more qualified expenses spent
during the year than grant proceeds received.  Grants receivable are recorded based on
invoice amounts.  There is no allowance recorded for grants receivable as management
considers all grants receivable to be fully collectible as of December 31, 2015 and 2014.

Contributions Receivable - Contributions receivable result from unconditional
promises to contribute funds.  Contributions are recorded at the net present value of
the expected cash flows. Conditional contributions are not recorded until the conditions
are substantially met.  The Organization has not recorded a provision for doubtful
accounts since it is the opinion of management that those receivables are collectible in
full.

Investments - Investments consist of a certificate of deposit with a original maturity of
greater than three months and is recorded at face value.

Property and Equipment - Property and equipment are recorded at cost when
purchased or at fair value at the date of donation and are being depreciated on a
straight-line basis over their estimated useful lives.  Costs of maintenance and repairs are
charged to expense when incurred.
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 1 - Nature of Activities and Significant Accounting Policies
(Continued)

The Organization reports gifts of property and equipment as unrestricted support
unless explicit donor stipulations specify how the donated assets must be used.  Gifts of
property and equipment with explicit restrictions that specify how the assets are to be
used and gifts of cash or other assets that must be used to acquire property and
equipment are reported as restricted support.  Absent explicit donor stipulations about
how long the property and equipment must be maintained, the Organization reports
expirations of donor restrictions over time based on an estimate of the useful lives of
the donated or acquired property and equipment.

Classification of Net Assets - Net assets of the Organization are classified as
unrestricted, temporarily restricted, or permanently restricted depending on the
presence and characteristics of donor-imposed restrictions limiting the Organization's
ability to use or dispose of contributed assets or the economic benefits embodied in
those assets. As of December 31, 2015 and 2014, there were no permanently restricted
net assets.

Donor-imposed restrictions that expire with the passage of time or can be removed by
meeting certain requirements result in temporarily restricted net assets.  Permanently
restricted net assets result from donor-imposed restrictions that limit the use of net
assets in perpetuity.  Earnings, gains, and losses on restricted net assets are classified as
unrestricted unless specifically restricted by the donor or by applicable state law.

Contributions - Contributions of cash and other assets, including unconditional
promises to give in the future, are reported as revenue when received, measured at fair
value.  Donor promises to give in the future are recorded at the present value of
estimated future cash flows.    The Organization received approximately 92 percent and
93 percent of contributions from a donor and the donor affiliates for the years ending
December 31, 2015 and 2014, respectively.

Contributions without donor-imposed restrictions and contributions with donor-
imposed time or purpose restrictions that are met in the same period as the gift are
both reported as unrestricted support.  Other restricted gifts are reported as restricted
support and temporarily or permanently restricted net assets. 

Special Event Revenue - Special event revenue is recorded within the statement of
activities and changes in net assets as revenue is received for the event.  All direct
expenses related to the event are shown at gross costs within total revenue and
support. 

Grant Revenue - Grant revenue received for grants determined to be exchange
transactions is recognized as services are provided.  
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 1 - Nature of Activities and Significant Accounting Policies
(Continued)

Income Taxes - The Organization is exempt from income tax under provisions of
Internal Revenue Code Section 501(c)(3).

Accounting principles generally accepted in the United States of America require
management to evaluate tax positions taken by the Organization and recognize a tax
liability if the Organization has taken an uncertain position that more likely than not
would not be sustained upon examination by the IRS or other applicable taxing
authorities.  Management has analyzed the tax positions taken by the Organization and
has concluded that as of December 31, 2015 and 2014, there are no uncertain positions
taken or expected to be taken that would require recognition of a liability or disclosure
in the financial statements.  The Organization is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax periods in progress.
Management believes it is no longer subject to income tax examinations for years prior
to June 30, 2012.

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 revenue, expenses, and other changes
in net assets during the reporting period.  Actual results could differ from those
estimates.

Functional Allocation of Expenses - The costs of providing the program and support
services have been reported on a functional basis in the statement of activities and
changes in net assets.  Indirect costs have been allocated between the various programs
and support services based on estimates, as determined by management.  Although the
methods of allocation used are considered reasonable, other methods could be used
that would produce a different amount.

Subsequent Events - The financial statements and related disclosures include
evaluation of events up through and including March 17, 2016, which is the date the
financial statements were available to be issued.
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 1 - Nature of Activities and Significant Accounting Policies
(Continued)

Upcoming Accounting Change - In May 2014, the Financial Accounting Standards
Board (FASB) issued Accounting Standards Update (ASU) No. 2014-09, Revenue from
Contracts with Customers (Topic 606), which will supersede the current revenue
recognition requirements in Topic 605, Revenue Recognition. The ASU is based on the
principle that revenue is recognized to depict the transfer of goods or services to
customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. The ASU also requires additional
disclosure about the nature, amount, timing, and uncertainty of revenue and cash flows
arising from customer contracts, including significant judgments and changes in
judgments and assets recognized from costs incurred to obtain or fulfill a contract. The
new guidance will be effective for the Organization’s year ending December 31, 2019.
The ASU permits application of the new revenue recognition guidance to be applied
using one of two retrospective application methods. The Organization has not yet
determined which application method it will use or the potential effects of the new
standard on the financial statements, if any.

Note 2 - Contributions Receivable    

Contributions receivable, which are temporarily restricted, consist of pledges to give
generated from the capital campaign and other programs.  They are expected to be
collected as follows:

2015 2014

Due in less than one year $ 29,830 $ 23,831
Due in one to two years - 10,000

Total $ 29,830 $ 33,831
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 3 - Property and Equipment    

Property and equipment are summarized as follows:

2015 2014
Depreciable
Life - Years

Land $ 168,884 $ 168,884 -
Buildings 6,725,656 6,720,322 7-30
Transportation equipment 47,850 47,850 5
Furniture and fixtures 447,380 424,156 3-15

Computer equipment and software 754,608 768,847 3-5

Total cost 8,144,378 8,130,059

Accumulated depreciation (1,427,894) (1,043,074)

Net property and equipment $ 6,716,484 $ 7,086,985

Depreciation expense was $417,016 and $655,692 for the year ended December 31,
2015 and period ended December 31, 2014, respectively. 

Note 4 - Temporarily Restricted Net Assets    

As of December 31, 2015 and 2014, temporarily restricted net assets consisted of
following:

2015 2014

Capital campaign - Time restriction $ - $ 700
College scholarship program - Purpose restriction 2,300 -
Choir program - Time and purpose restriction 10,000 22,789
Club Tech Robotics program - Purpose restriction 12,761 9,652
Project Learn - Time and purpose restriction - 10,000
Collective Community Change - Purpose restriction - 6,870
Literacy programs - Time and purpose restriction 1,500 4,175
Family Strengthening program - Purpose restriction 4,893 -
Night Court program - Purpose restriction 10,000 -
Economic and Community Development - Time and

purpose restriction
2,000 -

Capacity Increase - Time restriction 500 -
Challenge Pledge - Time restriction 17,305 -

Total temporarily restricted net assets $ 61,259 $ 54,186
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 5 - In-kind Donations    

Donated items received by the Organization and used in its programs have been
reflected in the financial statements at their estimated fair values.   In-kind donations for
programs and operations of the Organization totaled $144,819 and $111,447 for the
year ended December 31, 2015 and period ended December 31, 2014, respectively.

Note 6 - Assets Held at Community Foundation    

Certain funds donated by outside donors for the benefit of the the Organization are
held and managed by Berrien Community Foundation (the "Foundation"). The
Foundation maintains variance power which, as a result, requires that the assets it holds
not be recorded as assets of the Organization.  The fair market value of these funds is
$55,648 and $57,305 at December 31, 2015 and 2014, respectively. These funds are not
reflected in the financial statements.  Earnings are available for distribution to the Boys
and Girls Club of Benton Harbor at the discretion of the Foundation and therefore, are
not reflected as contribution revenue in the financial statements until received by the
Boys and Girls Club of Benton Harbor.

Additionally, the Organization has two non-endowed funds that were established with
the Foundation during the period ended December 31, 2014. These funds consist
strictly of donations directed to the Foundation by the Organization. The Foundation
maintains legal ownership of the fund and as such, continues to report the fund as an
asset and liability. However, an asset for the fair value of the fund has been established
by the Organization and has been accounted for as assets held by Berrien Community
Foundation on the balance sheet.  Earnings from these funds are reported as change in
assets held at Berrien Community Foundation on the statement of activities and changes
in net assets.

Note 7 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the
financial statements and provide a framework for establishing that fair value. The
framework for determining fair value is based on a hierarchy that prioritizes the inputs
and valuation techniques used to measure fair value.     

The following presents information about the Organization’s assets measured at fair
value on a recurring basis at December 31, 2015, and the valuation techniques used by
the Organization to determine those fair values. 

Fair values determined by Level 1 inputs use quoted prices in active markets for identical
assets that the Organization has the ability to access. 

Fair values determined by Level 2 inputs use other inputs that are observable, either
directly or indirectly. These Level 2 inputs include quoted prices for similar assets in
active markets and other inputs such as interest rates and yield curves that are
observable at commonly quoted intervals. 
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 7 - Fair Value Measurements (Continued)

Level 3 inputs are unobservable inputs, including inputs that are available in situations
where there is little, if any, market activity for the related asset. These Level 3 fair value
measurements are based primarily on management’s own estimates using pricing
models, discounted cash flow methodologies, or similar techniques taking into account
the characteristics of the asset.  

In instances whereby inputs used to measure fair value fall into different levels in the
above fair value hierarchy, fair value measurements in their entirety are categorized
based on the lowest level input that is significant to the valuation. The Organization’s
assessment of the significance of particular inputs to these fair value measurements
requires judgment and considers factors specific to each asset. 

The Organization reports assets held by Berrien Community Foundation measured at
fair value using unobservable inputs (Level 3 inputs) totaling $1,974,800 and $1,480,014
at December 31, 2015 and 2014, respectively.

The Organization has processes in place to select the appropriate valuation technique
and unobservable inputs to perform Level 3 fair value measurements.  These processes
include obtaining the fair value of the assets held at the Foundation on a quarterly basis.
The Organization cannot independently assess the value of these underlying positions
through a public exchange or over-the-counter market.

Changes in Level 3 assets measured at fair value on a recurring basis for the year ended
December 31, 2015 and the period ended December 31, 2014 are as follows:

 Beneficial
Interest in

Assets Held at
BCF - Capital
Reserve Fund

  Beneficial
Interest in

Assets Held at
BCF -

Emergency
Operations

Fund Total

Balance at January 1, 2015 $ 983,070 $ 496,944 $ 1,480,014
Contributions - 550,000 550,000
Dividends 37,392 32,917 70,309
Administrative fees (9,756) (4,966) (14,722)
Total realized gains 2,022 1,024 3,046

Total unrealized gains losses (59,807) (54,040) (113,847)

Balance at December 31, 2015 $ 952,921 $ 1,021,879 $ 1,974,800
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Boys and Girls Club of Benton Harbor

Notes to Financial Statements
December 31, 2015 and 2014

Note 7 - Fair Value Measurements (Continued)

 Beneficial
Interest in

Assets Held at
BCF - Capital
Reserve Fund

  Beneficial
Interest in

Assets Held at
BCF -

Emergency
Operations

Fund Total

Balance at July 1, 2013 $ - $ - $ -

Contributions 950,000 490,000 1,440,000
Dividends 36,861 10,124 46,985
Administrative fees (10,209) (2,000) (12,209)
Total realized gains 4,568 6 4,574

Total unrealized gains (losses) 1,850 (1,186) 664

Balance at December 31, 2014 $ 983,070 $ 496,944 $ 1,480,014

Both observable and unobservable inputs may be used to determine the fair value of
positions classified as Level 3 assets. As a result, the unrealized gains and losses for these
assets presented in the table above may include changes in fair value that were
attributable to both observable and unobservable inputs. 

Beneficial interests in perpetual trusts are categorized as Level 3 assets. The fair value is
based on the percentage of the trust designated to the Organization applied to the total
fair value of the trust, which is based on quoted market prices unless the facts and
circumstances indicate the fair value would be different from the present value of
estimated future distributions. Changes in the fair value of the underlying trust asset, as
determined by the trustees that hold and manage these assets, are recognized in the
statement of activities and changes in net assets in the period in which they occur.
Significant increases (or decreases) in any of those inputs in isolation could result in
significantly different fair value measurements.  

Note 8 - Retirement Plan    

On January 1, 2014, the Organization implemented a 401(k) retirement plan. Under the
plan, employees can elect to defer a portion of their compensation.  The Organization
made contributions to the plan of approximately $13,500 and $14,000 for the year
ended December 31, 2015 and the period ended December 31, 2014, respectively.    
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