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INDEPENDENT AUDITQRS' REPORT

To the Board of ﬁill'éctors
EL SEGUNDO EDQCATION FOUNDATION

We have audited the:"».a}gc':égmpanying financial statements of El Segundo Education Foundation (a
nonprofit organization), which comprise the statements of financial position as of June 30, 2017 and 2016

, and the related statements of activities, functional expenses, and cash flows for the years then ended, and
the related notes to the fi nancnal statements

Muanagement's Responsibility for th Financial Statements

Management is responsible for the p':'repaiation and fair presentation of these financial statements in
accordance with accounting principles general]yl accepted in the United States of America; this includes
the design, implementation, and maintenanee: of internal control relevant to the preparation and fair
presentation of financial statements that are fige; 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 audits. We
conducted our audits in accordance with auditing standards’ f‘e:ally accepted in the United States of
America. Those standards require that we plan and perform the ai itto obtain reasonable assurance about
whether the financial statements are free from material misstaterhent,

An audit involves performing procedures to obtain audit evidence aboiit the amounts and disclosures in
the financial statements. The procedures selected depend on the au“c'l‘itors judgment, including the
assessment of the risks of material misstatement of the financial statemenfs whether due to fraud ot error.
In making those risk assessments, the auditor considers internal control 1elevant to the entity's preparation
and fair presentation of the financial statements in order to design audit ptocedules ‘that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effe 1veness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also mciudes evaluating the
appropriateness of accounting policies used and the reasonableness of significant” accountmg estimates
made by management, as well as evaluating the overall presentation of the financial statgamql}ts

We believe that the audit evidence we have obtained is sufficient and appropriate to pmwde a basns for

our audit opinion.
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In our opmlon the financial statements treferred to above present fairly, in all material respects, the
financial posmon of El Segundo Education Foundation as of June 30, 2017 and 2016, 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.

El Segundo, California '
January 9, 2018
WDCO2-AZWS.BFLC. LOCAL\DATA\MAIN\CLIEN TS\2667\01 - EL, SEGUNDO EDUCATION FOUNDATION\201 AEL SEGUNDO
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EL SEGUNDO EDUCATION FOUNDATION

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2017 AND 2016
ASSETS
2017 2016

Current Assets i

Cash and cash equivalents’ $ 604,499 § 462,856

Other current receivable. - . - 18,500

Prepaid expenses S 3,985 2,223

Funds held in trust S 26,728 23.870
Total current assets 635,212 507,449
Endowment 2.802.788 2,563,506

Total assets

$ 3438000 §$  3.070.955

LIABILITIES AND NET ASSETS

Current Liabilities

Deferred revenue 204,142 % 265,159

Funds held in trust 26.728 23.870
Total current liabilities 320,870 289,029
Unrestricted net assets

3.117.130 2,781,926

$ 3070955

Total liabilities and net assets

See accompanying notes to financial statements.
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EL SEGUNDO EDUCATION FOUNDATION
STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2016

Revenues . ‘

Contributions =™ $ 1,160,294 § 900,029

Program income " 294,894 301,529

Fundraising event indq;n_@ﬁ 430,780 411,766

Donated goods and services ™. 50,105 48,105

Investment earnings (losses) 260,904 (21,029)

Other income LT - 2,290
Total revenues 2,196,977 1,642.690
Expenses

Program services 1,728,590 1,500,449

Management and general 48,891 93,857

Fundraising 84,202 80,708
Total expenses 1,861,773 1,675,014
Increase (decrease) in net assets 335,204 (32,324)
Unrestricted net assets, beginning of year 2.781.926 2.814.250

Untestricted net assets, end of year 3.117.130 § 2.781.92

See accompanying notes to financial statements,
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EL SEGUNDO EDUCATION FOUNDATION
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2016
Cash Flows from Operating Activities
Change in net assets ™. $ 335,204 § (32,324)
Adjustments to leconmle ‘change in net assets to net cash
provided by oper: atmg actmtles
Gains (losses) on uw ; ‘ments in endowment (186,472) 101,609
Contributed stock ™" (17.680) (3,652)
Other current receivable-": 18,500 (18,500)
Prepaid expenses (1,762) 642
Funds held in frust : (2,858) {23,870)
Inctease (decrease) in operating: llabllltles
Deferred revenue D 28,983 13
Funds held in trust R 2.858 23.870
Net cash provided by operating activmes 176.773 47.788
Cash Flows from Investing Activities
Purchase of investments in endowment P (671,279) (577,146)
Proceeds from sale of investments in endowment 636,149 270,826
Proceeds from certificate of deposit - 105,143
Net cash used in investing activities {35.130) (201,177
Net increase (decrease) in cash and cash equivalents 141,643 (153,389)
Cash and Cash Equivalents, beginning of year 462.856 616,245
Cash and Cash Equivalents, end of year $€.1‘ 604499 § 462.856

See accompanying notes to financial statements.
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EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30,2017 AND 2016

NOTE | -

NOTE2 -

NATURE OF OPERATIONS

El Seétindo Education Foundation {the "Foundation") was formed as a nonprofit public
benefit -Corporation in the State of California in February 1983. The Foundation's
purpose. js- ‘t0=-‘supp01t the educational mission of the Ef Segundo Unified School District
("ESUSD* T,he Foundation is supported primarily through donations from the public.

widening gap betwee 'the state funds uaquued to maintain excellence in El Segundo
schools and the state furids.received.

The Foundation's goal i ..;é‘c‘)ﬂ,quyc businesses, corporations and residents throughout the
community to provide sustaipable and consistent funding directly to the public schools of
the El Segundo Unified School-Distri

SUMMARY OF SIGNIFICANT AéC.,Q}:INTING POLICIES

Basis of Accounting

The accounts of the Foundation are mamtamed op the accrual basis of accounting in
accordance with accounting principles generally aécepted in the United States of America
("U.S. GAAP").

Financial Statement Preseniation

The Foundation reports information regarding its fi nanc1al po$ on and activities based
on the existence or absence of donor-imposed restrictions. Accorclmgly, the net assets of
the Foundation and changes therein are classified and reported as: follows

Unrestricted nel asseis — Net assets that are not subject to any"' ‘donor-imposed
stipulations. = :

Temporarily restricted net assefs — Net assets subject to donor-imposed lestrlct;ons on
their use that may be met either by actions of the Foundation or the passage of’ tlmf;



EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE 2 -

,-:SﬁMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Finaﬁ%iél Statemeut Presentation (Continued

Permanently ‘restricted net assets — Net assets subject to donor-imposed or other legal
restrictions” requnmg that the principal be maintained permanently by the Foundation.
Generally, the donors permit the Foundation to use all or part of the income earned for
either general or donm -specified purposes.

There were no tempolauly or permanently restricted net assets as of June 30, 2017 and
2016. A

Use of Estimates

The preparation of financial “,statements in conformity with U.S. GAAP requires
management to make estimates and assumptlons 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-revenues and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Cash Equivalents

The Foundation considers all highly liquid invéstmqﬁ@ with an initial maturity of three
months or less at the date of purchase to be cash equivalents.

Cash Reserve Policy

The Foundation's goal is to maintain cash reserves, e'(cluswe of the endowment and other
restricted funds, at the end of each fiscal year, egual to at 1east-,twelve {12) months of
operating expenses. The Foundation increases cash reserves by: a minimum of $30,000
each year until the desired level is reached. According to management, the Foundation is
meeting their cash reserve levels. 2

Funds Held in Trust

The Foundation has received unsolicited funds from donors during the years ended
June 30, 2017 and 2016., who have specifically designated the funds for schoiarshlps to
graduating Ei Segundo ngh School students. The Foundation is required to maintain a
separate bank account, and will act solely as custodian. The funds will be dispersed as
determined by The Alumni Association, and as such the funds are reflected as an asset
with a corresponding liability on the financial statements.



EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 36, 2017 AND 2016

NOTE 2 -

,_,,.SﬁMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund's'lflx—‘{‘eld in Trust (Continued)

Duung the year ended June 30, 2017, the Foundation received unsolicited funds from a
donor or g,amzatlon who has specifically desighated the funds for band teacher salaries.
There is an’ agleement in which the Foundation funds monthly payroll for band teachers
and subsequently nequests reimbursement from the donor organization for related payroll
expenses. The ﬁ.mds received by the Foundation are kept in a separate bank account and
transferred to the opelating account from which payroll is withdrawn.

Endowment

The Endowment reported otf the statements of financial position consists of the
Foundation's investments in" malketable securities which are reported at fair value.
Investment (transactions are 18001ded on the trade date and investment income is
recognized as revenue in the period grtied. Realized and varealized gains and losses are
recognized as changes in net assets in the period in which they occur,

Revenue Recognition

All contributions and grant support are considered available for the Foundation's general
programs unless specifically restricted by the ‘”\déqor. Amounts received that are
designated for future periods or restricted by the donor are reported as temporarily or
permanently restricted support and increase those respectwe net asset classes. When a
restriction expires (that is, when a stipulated time restriction ends or purpose restriction is
accomplished), temporarily restricted net assets are 1ecla551ﬂed to unrestricted net assets
and reported in the statement of activities as net assets 1e]eased from restriction.
Restricted support with restrictions that are met in the same reportmg period are recorded
as unrestricted support. 2

Contributions are also recognized when a donor makes a pmm:sc to give that is in
substance unconditional. Conditional promises to give are recorded when ‘the condition
set by the donor is met. During the year ended June 30, 2017, the Foundatlon received a
conditional grant of $1,000,000 to be paid in five installments of $200,000; begmnmg in
the year ended June 30, 2017. The grant requires the Foundation to raise a minimum of
$200,000 each year from the El Segundo comumunity in order to receive the mstallment
The grant condition was met during the year ended June 30, 2017 and the Foundation
received a $200,000 contribution from the donor.

10



EL SEGUNDO EDUCATEON FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE2 -

“-,:S'L‘-IAjMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Rey.eﬁﬁé«Recognition {Continued)

Defeued revenue arises when potential revenue does not meet the criteria for recognition
in the cuuent period and when resources are received by the Foundation prior to the
incurrence bf quahfymg expenditures. In subsequent periods, when both revenue
recognition criferiaiare met or when the Foundation has a legal claim to the resources, the
liability for defeilled revenue is removed from the statement of financial position and
revenue is recognized;

Contributed Services é:hd E"aguigment

Contributed services and eqmplﬁent are reported in the financial statements at fair value
on the date of the voluntary donatlon when those services or equipment (1) create ot
enhance non-financial assets ot. (2) lequne specialized skills provided by individuals
possessing those skills and are services which would typically be purchased if not
provided by donation. - :

Duun;, the years ended June 30, 2017 and 2016, many volunteers donated time and
services in an effort to advance the progrars, and objectives of the Foundation. These
volunteer services have not been recorded in th,e ﬁnanclal statements as they do not meet
the criteria required by U.S. GAAP. o

Fupgtional Expenses

The costs of providing services have been summauzed on a functional basis in the
statements of activities and detailed in the statements of funct!onal expenses. Certain
costs and expenditures have been allocated between program’ ancl suppmtmg services by
management.

Income Taxes

The Foundation is a not-for-profit corporation that is exempt from the payment of income
taxes under Internal Revenue Code ("[RC") Section 501(c)(3) and the Califothia’ Revenue
and Taxation Code Section 23701(d). Accordingly, no provision has been made for
income taxes. T

11



EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE2 -

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

lncorﬁEVTaxes {Continued)

The Foundat;on evaluates uncertain tax positions whereby the effect of the uncertainty
would be 1ecorded if the tax positions were more likely than not to be sustained upon
examination. The Foundation has evaluated its tax positions and management believes
there are no uncertam positions required to be recorded or disclosed for the years ended
June 30, 2017 and 20[6

By statute, the Foundatton s federal and state income tax returns generatly remain subject
to examination by taxing authoutles for three and four years, respectively, from the date
the return is filed. B

Concentrations of Risk

The Foundation's cash and cash equtvalents and investment balances held at financial
institutions generally exceed federally- jnsured limits or exceed amounts insured by
Securities [nvestor Protection Corporation ("STPC"). The Foundation's total investment
balances are covered due to additional*insurance carried at the financial institutions
holding the Foundation's funds. The Fouﬁflatibgl has not experienced and does not
anticipate any losses as a result of the nonperformance of custodians and investment
managers of its cash and cash equivalents, or investments.

Investments in marketable securities, in general, are: xposed to various risks, such as
interest rate, credit and overall market volatility. Due to the-level of risk associated with
certain invesiments in marketable securities, it is leasonably possible that changes in the
value of investments could materially change and that such. change could materialty
affect the amounts reported in the statements of financial position.-, The Foundation has
not experienced any loss in such accounts and management bei;eves it is not exposed to
any significant risk on these accounts. g

For the years ended June 30, 2017 and 2016, the Foundation |ece1ved grants from one
donor that constituted approximately 10% and 13% of total revenues, respectr

12




EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE 3 -

ENDOWMENT

Boardt['jesignated Endowment

The F‘oundatlon maintains a general endowment consisting of board designated
investments to/support the mission of the Foundation. Since that amount resulted from
an internal+ deSIgnatzon and is not donor-restricted, it is classified and reported as
unrestricted neta ets

The Foundation's annua] apptopriation, on a fiscal year basis, is determined by the
growth in principal, ‘amount of donations, earnings performance and the endowment's
value as of March 31 of each year (end of the 3rd quarter). Once approved, the annual
appropriation is funded into the Foundation's account at the end of the next subsequent
fiscal year. The amount of the annual appropriation made from the endowment should
not exceed 5% of the net valus of.the endowment as established at the end of the 3rd
quarter of the fiscal year; nor, sho"'ld the annual appropriation equal or exceed the growth
of the endowment from all sources’ in“the same time trame. This is consistent with the
Foundation’s objective to increase the pr' cipal balance of the endowment, after all costs
are paid and appropriations are made.

Investment Policy

To achieve the endowment objectives, the Fou’ﬁdatidn has adopted an investment policy
that attempts to provide for the preservation and safety ‘of the endowment's principat and
to provide for a steady stream of interest and/or dw;dencl income to fund the annual
appropriation to the Foundation. The Foundation's mvestment policy objectives also are
targeted to create new programs aimed at enhancing altematwe methods of giving to the
fund by its constituents and to grow the endowment. -

According to the investiment policy, endowment assets are :;ln\'ésted in a balanced,
conservative growth and income investment strategy of equity, ﬁxed income, alternative,
and cash investments, in a mix which is conducive to the endowmentf_s participation in
rising markets while providing adequate protection from falling markets, while growing
the endowment's assets if possible. Accordingly, the Foundation expects’its-endowment
assets, over time, to produce a net real rate of return equal or greater than 2%"ab0ve the
consumer price index compounded annually for the aggregate of all mvestmem funds
over a full investment cycle (three-year period). Actual returns in any given yedr.may
vary from this amount. On a risk-adjusted basis, the endowment's total return is expected
to have less risk than the Standard & Poor's 500 benchmark. Risk and volatility will be
measured by standard deviation. An investment restriction policy is in place and is
designed to minimize interference with the Investment Committee's efforts to attain the
overall fund objectives.




EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE3 -

ENDOWMENT (CONTINUED)

Failz-Va"I‘ue Measurements

The ﬁamewonk for measuring fair value provides a fair value hierarchy that pnonmzes
the inpulsto. valuation techniques used to measure fair value. The hierarchy gives the
highest puonty to unadjusted quoted prices in active markets for identical assets or
liabilities (Ievel l measulements) and the lowest priority to unobservable inputs (level 3
measurements).”

The three levels of .t]u;, faii, value hierarchy under Financial Accounting Standards Board
("FASB") Accounting Staudalds Codification ("ASC") 820 are described as follows:

Level 1 ““Inputs to the valuation methodology are unadjusted quoted
pricgsifor identical assets or liabilities in active markets that
the Fqu "dation has the ability to access.

Level 2 Inputs to the valuation methodology include: quoted prices
for similar assets or liabilities in active markets; quoted prices
for identical or Slmllal assets or liabilities in inactive markets;
inputs other than” quoted prices that are observable for the
asset or liability; inputs that are derived principally from or

corroborated by observable market data by correlation or
other means.

If the asset or liability has a':_;s:‘pecj;_ﬁed (coniractual) term, the
level 2 input must be observable for substantially the full
term of the asset or liability. :

Level 3 Inputs to the valuation methodology‘me unobservable and
significant to the fair value measuy ement

The asset ot liability's fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value: measmement
Valuation techniques used need to maximize the use of observable inputs and mmumze
the use of unobservable inputs.

There have been no changes in the methodologies used at June 30, 2017 and 2016.



EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE3 - ENDOWMENT (CONTINUED)

FainV”gﬂ‘ue Measurements (Continued}

The foﬂ‘llow'i:ng,tabies set forth by level, within the fair value hierarchy, the Foundation's
endowmeﬁf":ass"‘cts at fair value as of June 30, 2017 and 2016:

Endowment Assets at Fair Yalue as of

June 30, 2017
Sy Level 1 Level 2 Level3 Total
Cash and cash equiva}éﬁ'is‘,:"'w S5 99,292 % - % - $ 99,292
Equities """‘13:1_,453,243 ; - 1453243
Fixed income 935,765 - - 935,765
Alternative investments - 314,488 - - 314,488
Total $ 2802,788 $ - 8 - $ 2.802.788
Endowment Assets atFa Value as of
June 30, 201
Level | #  Level3 Total
Cash and cash equivalents $ 144,248 § — - § 144,248
Equities 1,314,968 . - 1,314,968
Fixed income 834,977 ; g 834,977
Alternative investinents 269,313 - ; = 269313
Total $ 2,563,506 § .8 L. $2.563.506



EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL SFTATEMENTS

FOR THE YEARS ENDED JUNE 30, 217 AND 2016

NOTE3 -

NOTE 4 -

ENDOWMENT (CONTINUED)

Endo“\‘?:;lﬁent Activity

The composmon of and changes in endowment net agsets by net asset classitication for

the years ended June 30, 2016 and 2017, wete as follows:
i - Unrestricted

Board designa\“t‘éq( ndowment net assets at Tuly 1, 2015 $ 2,355,143
Contributions | 253,652
Appropriations Lot (3,634)
Dividends and inter est 79,904
Administration expenses ' (19,950)
Net gains (losses) and appr ec atlon (depreciation) of investments {101.609)

Board designated endowment ne as‘; ets at June 30, 2016 2,563,506
Contributions i 17,680
Appropriations (17,680)
Dividends and interest 74,239
Administration expenses (21,429)
Net gains (losses) and appreciation (cleprec;atl n) of investments 186,472

$§ 2802788

Board designated endowment net assets at June«3_.0 20] 7

DONATED SERVICES AND EQUIPMENT

The value of donated services and equipment included asqdpl‘}d % butions in the financial
statements and the corresponding expenses for the years endéd June 30, 2017 and 2016,
are as follows:

2017 K 2016

Facilities $ 28, 105 $ 28,105
Professional fees 22.000 - 20.000

$ 50,105 $,_; A8,105

Additionally, the Foundation received $217,376 and $206,603 of donated goods related
to special events for the years ended June 30, 2017 and 2016, which have been excluded
from the presentation of fundraising event income, and expense, in the financial
statements.

16



EL SEGUNDO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

NOTE S -

NOTE 6 -

_RELATED PARTIES

Related parties exist as a result of Board member connections. Several Board members
have made significant contributions to the Foundation, either individually or via their
cmpmate aff‘ liations. Contributions received from Board members or their affiliates
totaled $447 970 and $389,826 for the years ended June 30, 2017 and 2016, respectively.
In addition; one. Board member is employed by a banking institution where the
Foundation mamtams an account.

SUBSEQUENT EVENTS

The Foundation evaluated subsequent events through January 9, 2018, the date at which
the financial statements werg dyailable to be issued. The Foundation is not aware of any
significant events that occurred subsequent to the statement of financial position date, but
prior to January 9, 2018, that would have a material impact on its financial statements.




