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INDEPENDENT AUDITORS’ REPORT

Governance Board
Solana Beach Schools Foundation
Solana Beach, California

We have audited the accompanying financial statements of Solana Beach Schools
Foundation (a nonprofit organization), which comprise the statement of financial position as
of June 30, 2018, and 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.

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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Solana Beach Schools Foundation as of June 30, 2018, 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 Solana Beach Schools Foundation’s financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated December 8, 2017. In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30, 2017 is
consistent, in all material respects, with the audited financial statements from which it has been derived.

San Diego, California
January 18, 2019



SOLANA BEACH SCHOOLS FOUNDATION
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2018

(WITH COMPARATIVE TOTALS FOR JUNE 30, 2017)

2018 2017
ASSETS
Cash and cash equivalents $ 543,889 $ 446,451
Beneficial interest in endowment 112,089 111,900
Total Assets $ 655978 $ 558,351
LIABILITIES AND NET ASSETS
Liabilities
Contributions payable $ 207,151 $ 122,569
Accounts payable 3,700 3,500
Total liabilities 210,851 126,069
Net assets
Unrestricted (498,952) (486,566)
Temporarily restricted 831,990 806,948
Permanently restricted 112,089 111,900
Total net assets 445,127 432,282
Total Liabilities and Net Assets $ 655978 $ 558,351

The notes to the financial statements are an integral part of this statement.
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SOLANA BEACH SCHOOLS FOUNDATION

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017)

SUPPORT AND REVENUES
Contributions
Special events, net of direct
benefit to donors ($20,856)
Net investment earnings
Net assets released from restrictions
Donor restrictions satisfied

Total Support and Revenues

EXPENSES
Program services
Educational support
Supporting services
Management and general
Fundraising activities

Total Expenses

CHANGE IN NET ASSETS

Net Assets - Beginning

Net Assets - Ending

2018 2017
Temporarily Permanently

Unrestricted  Restricted Restricted Total Total
- $ 798,625 $ - $ 798,625 $ 879,254
- 192,318 - 192,318 288,645
14,436 5,951 189 20,576 16,039
971,852 (971,852) - - -
986,288 25,042 189 1,011,519 1,183,938
903,089 - - 903,089 966,149
60,217 - - 60,217 60,845
35,368 - - 35,368 55,862
998,674 - - 998,674 1,082,856
(12,386) 25,042 189 12,845 101,082
(486,566) 806,948 111,900 432,282 331,200
(498,952) $ 831,990 $ 112,089 $ 445,127 $ 432,282

The notes to the financial statements are an integral part of this statement.

4



SOLANA BEACH SCHOOLS FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2018

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017)

2018 2017
Program
Services Supporting Services
Educational =~ Management
Support and General  Fundraising Total Total
EXPENSES
Personnel expenses
Salaries and wages $ 29,272 % 34,508 $ 3,357 $ 67,137 $ 67,614
Employee benefits 1,059 1,249 122 2,430 2,817
Payroll taxes, etc. 3,213 3,788 368 7,369 7,076
Total personnel expenses 33,544 39,545 3,847 76,936 77,507
Operating expenses
Educational support to Solana Beach School District 708,629 - - 708,629 786,562
Program support 160,916 - - 160,916 145,795
Professional fees - 3,700 - 3,700 3,575
Marketing - - 10,319 10,319 7,020
Office expenses - 2,659 - 2,659 3,602
Information technology - 6,727 - 6,727 5,917
Fees and licenses - 923 - 923 563
Occupancy - 600 - 600 600
Conferences and meetings - 1,027 - 1,027 2,687
Fundraising - - 21,202 21,202 44,966
Insurance - 4,204 - 4,204 3,536
Miscellaneous - 832 - 832 526
Total operating expenses 869,545 20,672 31,521 921,738 1,005,349

Total Expenses $ 903,089 $ 60,217 $ 35,368 $ 998,674 $ 1,082,856

The notes to the financial statements are an integral part of this statement.
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SOLANA BEACH SCHOOLS FOUNDATION

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2018

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017)

2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 12,845 $ 101,082
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities

Increase (decrease) in operating liabilities

Contributions payable 84,582 1,519
Accounts payable 200 2,200
Net cash provided by (used in) operating activities 97,627 104,801

CASH FLOWS FROM INVESTING ACTIVITIES

Net investment (earnings) losses (189) 4,797)
Sale of investments - 68,079
Net cash provided by (used in) investing activities (189) 63,282
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 97,438 168,083
Cash and cash equivalents - Beginning 446,451 278,368
Cash and cash equivalents - Ending $ 543,889 $ 446,451

SUPPLEMENTAL DISCLOSURE
Cash paid for interest $ - $ -

The notes to the financial statements are an integral part of this statement.
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SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

Solana Beach Schools Foundation (the “Foundation”), located in San Diego County, was formed as a nonprofit
public benefit corporation in April 1999. The Foundation is organized with the purpose of providing benefits
to the educational programs and services of the Solana Beach School District (the “District”).

The Foundation’s primary sources of income are public donations through the annual fund drive as well as net
income and contributions from various annual fundraising events.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures, such as
depreciation expense and the net book value of capital assets. Accordingly, actual results could differ from

those estimates.

Functional Expenses

The costs of providing services have been summarized on a functional basis in the statement of activities and
detailed in the statement of functional expenses. Certain costs and expenditures have been allocated between
program and supporting services based on management’s estimates.

Basis of Accounting

The Foundation’s policy is to prepare its financial statements on the accrual basis of accounting; consequently,
revenues are recognized when earned rather than when cash is received and certain expenses and purchases of
assets are recognized when the obligation is incurred rather than when cash is disbursed.

Comparative Totals

The financial statements include certain prior-year summarized comparative information in total but not by net
asset class. Such information does not include sufficient detail to constitute a presentation in conformity with
generally accepted accounting principles. Accordingly, such information should be read in conjunction with
the Foundation’s financial statements for the year ended June 30, 2017 from which the summarized information
was derived.



SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2018

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

F.

Financial Statement Presentation

The Foundation is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted
net assets. Unrestricted net assets include all resources available for use by the Board of Directors and
management’s discretion in carrying out the activities of the Foundation in accordance with its Bylaws.
Temporarily or permanently restricted net assets are only expendable for the purposes specified by the donor
or through the passage of time. When a restriction expires (that is, when a stipulated time restriction ends or
purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets.
Permanently restricted net assets are generally required to be held by the Foundation in perpetuity while the
earnings on those assets are available for use by the Foundation to support its activities. Donors can place
restrictions on the earnings from permanently restricted contributions at the time the contributions are made or
pledged.

Contributions

Contributions that are restricted by the donor are reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the revenue is recognized. All other donor restricted
support is reported as an increase in temporarily or permanently restricted net assets, depending on the
existence or nature of any donor restrictions.

Non-cash contributions of goods, materials, and facilities are recorded at fair value at the date of contribution.
Contributed services are recorded at fair value at the date of contribution if they are used to create or enhance a
non-financial asset or require specialized skills, are provided by someone possessing those skills, and would
have to be purchased by the Foundation if not donated.

Income Taxes

The Foundation is a 509(a)(1) publicly supported nonprofit organization that is exempt from income taxes
under Section 501(a) and 501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue Service
as other than a private organization. The Foundation is also exempt from state franchise or income tax under
Section 23701(d) of the California Revenue and Taxation Code and is registered with the California Attorney
General as a charity.

Income that is not related to exempt purposes, less applicable deductions, is subject to federal and state income
taxes. The Foundation did not have any net unrelated business income for the year ended June 30, 2018. It is
management’s belief that the Foundation does not hold any uncertain tax positions that would materially
impact the financial statements. The Foundation’s information and/or tax returns are subject to examination by
the regulatory authorities for up to four years from the date of filing.



SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2018

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

I. Capital Assets

The Foundation has not adopted a policy to capitalize significant asset purchases in conformance with
generally accepted accounting principles because the Foundation does not own, nor does it have plans to
acquire property or equipment.

J. Deferred Revenue

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

K. Cash and Cash Equivalents

The Foundation considers all highly liquid deposits and investments with an original maturity of less than
ninety days to be cash equivalents.

L. Marketable Securities

The Foundation determines the appropriate classification of its investments in debt and equity securities at the
time of purchase and reevaluates such determinations at each balance sheet date. Debt securities are classified
as held to maturity when the Foundation has the positive intent and ability to hold the securities to maturity.
Debt securities for which the Foundation does not have the intent or ability to hold to maturity are classified as
available for sale. Held-to-maturity securities are recorded as either short term or long term on the Balance
Sheet, based on contractual maturity date and are stated at amortized cost. Marketable securities that are
bought and held principally for the purpose of selling them in the near term are classified as trading securities
and are reported at fair value, with unrealized gains and losses recognized in earnings. Debt and marketable
equity securities not classified as held to maturity or as trading, are classified as available for sale, and are
carried at fair market value, with the unrealized gains and losses, net of tax, included in the determination of
comprehensive income and reported in shareholders’ equity.

The fair value of substantially all securities is determined by quoted market prices. The estimated fair value of
securities for which there are no quoted market prices is based on similar types of securities that are traded in
the market.

M. Investments
The Foundation’s method of accounting for investments is the fair value method. Fair value is determined by

published quotes when they are readily available. Adjustments to fair values are included in the
accompanying statement of financial position and statement of activities.



SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2018

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

N. Fair Value Measurements

The Fair Value Measurements Topic of the FASB Accounting Standards Codification establishes a fair value
hierarchy that prioritizes inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The three levels of the
fair value hierarchy are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets.

Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities in
active markets, and inputs that are observable for the asset or liability, either directly or

indirectly, for substantially the full term of the financial instrument.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement.

O. New Accounting Pronouncements

Not-for-Profit Financial Reporting Model Standard

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for Profit Entities
whereby significant changes were proposed in seven areas: net asset classes, liquidity and availability of
resources, classification and disclosure of underwater endowment funds, expense reporting, statement of cash
flows, investment return, and release of restrictions on capital assets. The amendments in ASU No. 2016-14 are
effective for annual financial statements issued for fiscal years beginning after December 15, 2017. The Charter
has not yet determined the impact on the financial statements.

Revenue Recognition

In May 2014, the International Accounting Standards Board (IASB) and FASB issued a joint accounting
standard on revenue recognition to address a number of concerns regarding the complexity and lack of
consistency surrounding the accounting for revenue transactions. Consistent with each board’s policy, FASB
and IASB issued new reporting standards on revenue recognition. FASB issued ASU No. 2014-09, Revenue from
Contracts with Customers (Topic 606). The guidance in FASB ASU No. 2014-09 provides a framework for revenue
recognition and supersedes or amends several of the revenue recognition requirements in FASB ASC 605
Revenue Recognition. The guidance was originally effective for public entities for the fiscal year beginning
after December 15, 2016. In August 2015, FASB issued ASU No. 2015-14, Revenue from Contracts with Customers
(Topic 606): Deferral of the Effective Date, to allow entities additional time to implement systems, gather data, and
resolve implementation questions. The new requirements are to be applied to fiscal years beginning after
December 15, 2017. The Charter has not yet determined the impact on the financial statements.

10



SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2018

NOTE 2 - CASH

Cash as of June 30, 2018, consists of the following amounts:

Cash in checking $ 72,740
Cash in money market/savings 471,149
Total cash and cash equivalents $ 543,889

Cash in Banks — Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the Foundation’s deposits may not be returned to
it. The Foundation does not have a policy for custodial credit risk for deposits. The FDIC insures up to $250,000
per depositor per insured bank. As of June 30, 2018, $152,018 of the Foundation’s cash balance with First Citizens
Bank was exposed to custodial credit risk.

NOTE 3 - ENDOWMENT

In 2001 the Foundation entered into an irrevocable split interest agreement to create the Solana Beach Foundation
for Learning Endowment Fund (the “Fund”) at Rancho Santa Fe Foundation. Transfers to the fund are treated as
irrevocable gifts to Rancho Santa Fe Foundation for the benefit of Solana Beach Schools Foundation.

The Fund is invested, in conjunction with a pool of other funds, in a well-diversified asset mix. The Board of
Directors of Rancho Santa Fe Foundation has the power to adopt investment policies and strategies for the Fund.
The Board of Directors of Solana Beach Schools Foundation only has the authority to authorize distribution of up to
5% of the Fund’s value at January 1 of each year. A distribution was taken in the amount of $5,951 during the year
ended June 30, 2018.

The Board of Directors of Solana Beach Schools Foundation interprets the Uniform Prudent Management of
Institutional Funds Act (UPMIFA), enacted by the State of California in 2009, as requiring the preservation of fair
value of the original gift, as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. In relation to the Fund, this interpretation extends to the Board designated transfers
because of the irrevocable nature of the transfers. As a result of this interpretation, the Foundation classifies as
permanently restricted net assets (a) the value of gifts donated to the permanent endowment as of the date of
donation, (b) the value of Board designated transfers to the Fund as of the date of designation, and (b)
accumulations of earnings and net investment appreciation in the Fund less allowable distributions taken. The
distributions are classified as unrestricted or temporarily restricted investment income in conformance with
generally accepted accounting principles.
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SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2018

NOTE 3 - ENDOWMENT (continued)

Changes in endowment fund balance by net asset classification are as follows:

Temporarily Permanently
Restricted Restricted Total
Balance - June 30,2017 $ - % 111,900 $ 111,900
Contributions - - -
Dividend and interest income 2,664 - 2,664
Net appeciation in investments, net of fees 3,287 189 3,476
Appropriated for expenditure (5,951) - (5,951)
Balance - June 30,2018 $ - % 112,089 $ 112,089

NOTE 4 - FAIR VALUE MEASUREMENT

Fair values of assets measured on a recurring basis at June 30, 2018 are as follows:

Carrying Value Fair Value Level 3
Beneficial interest in endowment $ 112,089 $ 112,089 $ 112,089
Total $ 112,089 $ 112,089 $ 112,089

The Foundation classifies its agreement with the Rancho Santa Fe Foundation (see Note 3) as an irrevocable split
interest agreement and the fund at Rancho Santa Fe Foundation as perpetual trust held by an unrelated third party.
The Foundation’s beneficial interest in endowment is required to be measured on a recurring basis at fair value.
Generally accepted accounting principles indicate that fair value of the beneficial interest can be approximated by
the fair value of the fund upon which the Foundation has an irrevocable beneficial interest, unless specific
circumstances indicate otherwise. The Foundation’s Board of Directors believes that no such circumstances exist.
Measurement of the Foundations beneficial interest in the fund is a Level 3 measurement within the fair value
hierarchy because even though that measurement is based on the unadjusted fair value of assets held at Rancho
Santa Fe Foundation, the Foundation will never receive those assets or have the ability to direct Rancho Santa Fe
Foundation to redeem them.

NOTE 5 - DONATED MATERIALS AND SERVICES

The Foundation accepts donated goods and materials, primarily for fundraising purposes. These donations are not
recorded in the financial statements.

During the year, many parents, administrators and other individuals donated significant amounts of time and
services to the Foundation in an effort to advance the programs and objectives of the Foundation. These services
have not been recorded in the financial statements of the Foundation because they do not meet the criteria required
by generally accepted accounting principles.
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SOLANA BEACH SCHOOLS FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2018

NOTE 6 - RELATED PARTY TRANSACTIONS

The Foundation’s stated mission is to support Solana Beach School District; therefore, transactions between the
Foundation and the District and the involvement of District personnel and parents of students attending schools in
the District are expected. During the year ended June 30, 2018, the Foundation contributed $708,629 to the District
in support of its educational programs and an additional $160,916 in program support for school activities.
Additional amounts released from restriction included the annual administrative allocations ($89,307) and $13,000
in relation to the Development Coordinator Position. All future annual administrative allocation will also be
presented as amounts released from restriction. The District also provides office space to some employees of the
Foundation at an amount of $600 per year.

NOTE 7 - CONTRIBUTIONS PAYABLE

The contributions payable balance as of June 30, 2018 was $207,151 and consisted of the balance owed as a
contribution to the Solana Beach School District.

NOTE 8 - NET ASSETS

Due to the nature of the Foundation, the majority of the Foundation’s revenues are classified as temporarily
restricted. Once the restrictions have been satisfied, the amounts are then presented as “Net assets released from
restrictions” and moved from temporary restriction into the unrestricted column of the Statement of Activities. The
amount is then expensed for its approved purpose, along with all other expenses, in the unrestricted column. In
previous years, the annual administrative allocation had not been presented as released from restrictions. As a
result, there is a negative amount of $498,952 in unrestricted net assets as of June 30, 2018. The Foundation plans to
restructure this presentation in future years. Temporarily restricted net assets in the amount of $831,990 are
comprised of amounts restricted for support of the Solana Beach School District, while permanently restricted net
assets in the amount of $112,089 are held for beneficial interest in an endowment (Note 3).

NOTE 9 - SUBSEQUENT EVENTS
The Foundation has evaluated subsequent events for the period from June 30, 2018 through January 18, 2019, the

date the financial statements were available to be issued. Management did not identify any transactions that
require disclosure or that would have an impact on the financial statements.
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