CALIFORNIA

( ) @®) FIRE

TR L N L T

FOUNDAITIUN

Financial Statements
December 31, 2018 and 2017






CALIFORNIA

(.’ FIRE

FOUNDATION

Financial Statements
December 31, 2018 and 2017

Contents

INDEPENDENT AUDITORS' REPORT.......ccceoiiiiiiiiiiiitntereeneeeeieeeee et

FINANCIAL STATEMENTS
Statement of Financial POSTHON. .......cc.ciiiiiiiiiiiiiieee e
StatemMENt Of ACHIVILIES. .. .eovertirteeiieierieeteeitetet ettt ettt sttt sbe bt et e e sbe e e eseenee
Statements of FUnctional EXPenSes........cccuuiicuiiiiiiiiieciieciee ettt ettt eereeeveeevee v
Statement 0f Cash FIOWS .......cocoiiiiiiiiiiee e

Notes to FINANCial StAtCMENTS.......covvviiiiiiiiiiiieeeee ettt e e eeeeeeeeeeeeeeaeaeeas






Grant Bennett Associates

A PROFESSIONAL CORPORATION

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
California Fire Foundation
Sacramento, California

We have audited the accompanying financial statements of the California Fire Foundation, (a California nonprofit
corporation) which is comprised of the statements of financial position as of December 31, 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 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 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 the California Fire Foundation as of December 31, 2018 and 2017, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the United
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California Fire Foundation

Statement of Financial Position
December 31, 2018 and 2017

2018 2017
ASSETS

Current Assets:

Cash $ 8,653,460 § 1,526,418

Investments 619,302 673,243

Accounts and Pledges Receivable (Net of

Allowance for Doubtful Accounts of $0) 216,155 224,395

Other Current Assets 873.593 250,212
Total Current Assets 10,362,510 2,674,268
Property and Equipment, Less Accumulated

Depreciation of $170,413 and $170,067 7,293 4,433
Other Intangible Assets, Less Accumulated

Amortization of $18,548 and $10,873 4,477 12,152
TOTAL ASSETS $ 10374280 $§ 2,690,853

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts Payable and Accrued Expenses $ 124,543  § 166,086

Unearned Revenue 875.000
Total Current Liabilities 999.543 166,086
Total Liabilities 999.543 166.086
Net Assets:

Net Assets Without Donor Restrictions 5,249,207 795,540

Net Assets Without Donor Restrictions -

Board Designated Endowment Fund 897,252 864,568

Net Assets With Donor Restrictions 3.228.278 864.659
Total Net Assets 9,374,737 2,524,767
TOTAL LIABILITIES AND NET ASSETS $ 10,374,280 $§ 2,690,853

The accompanying notes are an integral part of these financial statements.
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California Fire Foundation
Statement of Activities
For the Years Ended December 31, 2018 and 2017

2018 2017

NET ASSETS WITHOUT DONOR RESTRICTIONS
Revenue and Support:

Contributions $ 5,381,774 $ 1,416,656
Special Events 573,941 393,088
Other Income (Expense) 591 243
Investment Income (Loss) (58.594) 124,612
Total Revenue and Support 5,897,712 1,934,599
Net Assets Released from Restrictions 4.585.373 771,217
Total 10.483.085 2.705.816
Expenses:
Program Services -
Education 820,442 1,483,044
Grants and Assistance 4,634,538 445411
Supporting Services -
Management and General 173,163 74,818
Fund Raising 368.591 326.969
Total Expenses 5.996.734 2,330,242

CHANGE IN NET ASSETS WITHOUT
DONOR RESTRICTIONS 4.486.351 375.574

NET ASSETS WITH DONOR RESTRICTIONS

Contributions 6,948,992 1,007,101
Net Assets Released from Restrictions (4.585.373) (771.217)
CHANGE IN NET ASSETS WITH DONOR

RESTRICTIONS 2.363.619 235.884
CHANGE IN NET ASSETS 6,849,970 611,458
BEGINNING NET ASSETS 2,524,767 1,913,309
ENDING NET ASSETS $ 9,374,737 $ 2,524,767
.|

The accompanying notes are an integral part of these financial statements.
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California Fire Foundation
Statement of Functional Expenses
For the Year Ended December 31, 2018

Grants &
Assistance -
Victims, LODD  Management & Fund
Education Families General Raising Total
Personnel Costs $ 94,495 § 142,059 $ 10,479 $ 15863 $ 262,896
Occupancy Costs 10,531 15,799 1,171 1,755 29,256
Travel and Meetings 96,132 131,675 815 41,774 270,396
Office Costs 52,256 93,556 28,461 2,508 176,781
Depreciation and Amortization 4,266 4,266 380 569 9,481
Memorial Ceremony and Site Costs 125,750 125,750 251,500
Other Expenses 437,012 4,121,433 131,857 306,122 4,996,424
Total ExBenses $ 820,442 § 4,634,538 § 173,163 § 368,591 § 5,996,734

Statement of Functional Expenses
For the Year Ended December 31, 2017

Grants &
Assistance -
Victims, LODD Management & Fund
Education Families General Raising Total
Personnel Costs $ 213,223 $ 12,115 § 16,959 § 242,297
Occupancy Costs 25,745 1,463 2,048 29,256
Travel and Meetings 167,704 $ 30,193 5,028 23,662 226,587
Office Costs 154,928 3,335 4,188 162,451
Depreciation and Amortization 9,872 561 785 11,218
Memorial Ceremony and Site Costs 177,203 177,203
Other Expenses 734,369 415,218 52,316 279,327 1,481,230
Total ExBenses $ 1,483,044 $ 445411  $ 74,818 § 326,969 $ 2,330,242

The accompanying notes are an integral part of these financial statements.
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California Fire Foundation
Statement of Cash Flows
For the Years Ended December 31, 2018 and 2017

2018 2017
Cash Flows from Operating Activities:
Change in Net Assets $ 6849970 $ 611,458
Assets Donated to the Foundation (22,448)
Depreciation and Amortization 9,481 11,219
(Gain) Loss on Disposal of Property and Equipment 111
(Gain) Loss on Investments 102,498 (101,419)
Change in Accounts and Pledges Receivable 8,240 60,103
Change in Other Current Assets (623,381) (133,904)
Change in Accounts Payable and
Accrued Expenses (41,543) 111,671
Change in Unearned Revenue 875.000
Net Cash Flows from Operating Activities 7.157.928 559,128
Cash Flows from Investing Activities:
Purchase of Investments (109,620) (87,970)
Proceeds from Sale of Investments 83,511 76,909
Proceeds from Sale of Property and Equipment 1,448
Purchase of Property, Equipment, and Intangibles (6.225)
Net Cash Flows from Investing Activities (30.886) (11,061)
Net Change in Cash 7,127,042 548,067
Cash at Beginning of Year 1,526,418 978,351
Cash at End of Year $ 8,653,460 $ 1,526,418
_____________________________________________________________________________________________________________________________|]
Other Supplemental Disclosures:
Interest Paid $ 0 $ 0
Taxes Paid $ 0 S 0

The accompanying notes are an integral part of these financial statements.
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

A.

Organization

California Fire Foundation (the Foundation), a California nonprofit public benefit corporation,
was formed to aid the victims, widows and orphans of uncontrolled fires and other disasters by
direct assistance, by legal assistance, and by contributing to and working with organizations and
activities established to aid them and, to educate the community about fire safety and the toxic
effects of fires by conducting and reporting on scientific research, and sponsoring programs of
public education. The Foundation has constructed and is maintaining the California Firefighters'
Memorial in Capitol Park.

Method of Accounting and Basis of Presentation

The financial statements are prepared using the accrual method of accounting in conformity with
accounting principles generally accepted in the United States of America. Revenues are
recognized when earned and expenses are recognized as they are incurred, whether or not cash is
received or paid at that time.

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board. The Foundation is required to report information regarding its financial
position and activities according to two classes of net assets: net assets without donor restrictions
and net assets with donor restrictions based on the absence or existence and type of donor-
imposed restrictions.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles 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 revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Property and Depreciation

Property and equipment is recorded at cost. Depreciation of property and equipment is computed
on a straight-line basis over the estimated useful lives of the assets which range from five to
seven years.

Functional Allocation of Expenses

The costs of providing various programs by the Foundation are summarized on a functional basis
in the Statement of Functional Expenses. Accordingly, certain costs have been allocated among
the programs.
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued:

F.

Revenue With or Without Donor Restrictions

All contributions are considered to be available for unrestricted use unless specifically restricted
by the donor. Amounts received that are designated for future periods or restricted by the donor
for specific purposes are reported as support received with donor restrictions. Net assets with
donor restrictions consist of assets over which the organization does not have complete control.
In some cases, the donor has placed restrictions on the use of the assets. In other cases, the assets,
(for example: pledges and split interest agreements receivable) have not been received from the
donor. When a restriction expires, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statement of activities as net assets released from
restrictions.

Income Taxes

The California Fire Foundation is a nonprofit corporation exempt from federal and state income
taxes under Internal Revenue Code section 501(c)(3) and the corresponding provisions of the
California Franchise Tax Code. However, it is subject to federal and California income tax on
unrelated business income (UBI), if any, as stipulated in the Internal Revenue Code. The
organization is no longer subject to U.S. federal or state income tax examinations by tax
authorities for years before 2015. The Internal Revenue Service is not presently conducting any
examinations of the organization's U.S. income tax returns for 2014 through 2016.

The Foundation evaluates uncertain tax positions through its review of the sources of income to
identify UBI and certain other matters, including those which may affect its tax exempt status.
The effect of the uncertainty would be recorded if the outcome was considered probable and
reasonably estimable. As of December 31, 2018 and 2017, the Foundation had no uncertain tax
positions requiring accrual.

Cash Equivalents

For the purposes of the statement of cash flows, the Foundation considers cash equivalents to be
demand deposit accounts and all highly liquid debt instruments which are so near maturity as to
present a negligible risk that a change in interest rates would result in a loss. The Foundation at
December 31, 2018 and 2017 and periodically throughout the two years have maintained
balances in various accounts in excess of federally insured limits. The possibility of loss exists if
a bank holding excess deposits were to fail, however, management believes that the credit risk
related to these deposits is minimal.

Compensated Absences

The Foundation has not estimated the amount of compensated absences. The Foundation's policy
is to recognize these costs when actually paid.
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued:
J.  Reclassifications

Certain amounts in the prior year financial statements have been reclassified to conform with
current year presentation. The reclassifications had no effect on the change in net assets as
previously reported.

NOTE 2 - INVESTMENTS AND FAIR VALUE MEASUREMENTS:

Investments at December 31, 2018 are comprised of investments in mutual funds and are measured at
fair value in the accompanying statements of financial position. Investment income or loss (including
interest, dividends, realized gains or losses, and unrealized gains or losses on investments) is included
in the accompanying statements of activities. Investment income, was comprised of the following at
December 31, 2018 and 2017:

2018 2017
Interest and Dividends Earned $ 49,903 $ 25,938
Realized Gains (Losses) on Investments 5,297 3,052
Unrealized Gains (Losses) on Investments (107,795) 98,367

$ 52,595) $ 127,357

Accounting principles generally accepted in the United States of America (GAAP) establishes a
framework for measuring fair value based on observable and unobservable data. That framework
provides a fair value hierarchy that prioritizes the 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 under GAAP are described below:

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

inactive markets;
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 2 - INVESTMENTS AND FAIR VALUE MEASUREMENTS - Continued:

. Inputs other than quoted prices that are observable for the asset
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 specified (contractual) 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 are unobservable and significant to the fair
value measurement.

The asset's or 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 measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

The following table sets forth by level, within the fair value hierarchy, the organization's fair value
hierarchy for those assets and liabilities measured at fair value on a recurring basis at
December 31, 2018:

Asset Category Fair Value Level 1 Inputs  Level 2 Inputs  Level 3 Inputs
Mutual Funds
Cash & Money Market $ $ $ $
Equities 524,450 524,450
Fixed Income & Preferreds 94,852 94,852
Total $ 619,302 § 619,302 § $

The following table sets forth by level, within the fair value hierarchy, the organization's fair value
hierarchy for those assets and liabilities measured at fair value on a recurring basis at December 31,
2017:

Asset Category Fair Value Level 1 Inputs  Level 2 Inputs  Level 3 Inputs
Mutual Funds
Cash & Money Market $ $ $ $
Equities 598,627 598,627
Fixed Income & Preferreds 74,616 74,616

Total $ 673,243 § 673,243 § $
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 3 - PROPERTY AND EQUIPMENT:

Property and equipment at December 31, 2018 and 2017 consists of the following:

2018 2017
Furniture and Equipment $ 177,706  $ 174,500
Accumulated Depreciation (170,413) (170,067)
Total ProBertz and EﬂuiBment $ 7293 § 4,433

NOTE 4 - RELATED PARTY TRANSACTIONS:

The Foundation uses the facilities and personnel of California Professional Firefighters, an
organization which exercises control over the Foundation. Additionally, the Foundation purchases
certain services from other related organizations. The Foundation had the following related party
transactions:

2018 2017
Printing, contributions, and other services
purchased from/paid to related parties § 404,738 § 397,674
Rent paid to California Professional Firefighters 29,256 29,256
Contributions received from related parties - 4,000
Amounts payable to related parties at year end 9,174 26,335

The lease agreement with California Professional Firefighters is a month to month lease with monthly
lease payments of $2,438.
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 5 - BOARD DESIGNATED ENDOWMENT:

During the year ended December 31, 2010, the Board of Directors designated a portion of net assets
without donor restrictions to establish a general endowment fund (the "Fund") to provide scholarships
to children of California firefighters who have fallen in the line of duty. Since that amount resulted
from an internal designation and is not donor restricted, it is classified and reported as net assets
without donor restrictions. Activity within the board designated endowment was as follows during the
years ended December 31, 2018 and 2017:

2018 2017
Endowment Balance at Beginning of Year $ 864,568 $ 709,397
Contributions Received 99,540 33,629
Investment Income (Loss) (66,856) 121,542
Scholarships Awarded - -
Endowment Balance at End of Year $ 897252  $ 864,568

The Foundation has a spending policy which states in general that the Foundation may, each year,
spend an amount from the Fund equal to five percent of the average net fair market value of the Fund's
assets for the twelve calendar quarters ending December 31 of the previous year. If the terms of the
donor's gift instrument expressly allow the spending of additional amounts or expressly allow the
invasion of principal in certain circumstances, the Foundation may spend such additional amounts.

NOTE 6 - LIQUIDITY AND AVAILABILITY OF RESOURCES:

The following reflects the Foundation's financial assets as of the balance sheet date, including amounts
not available within one year of the balance sheet date. Amounts not available include amounts set
aside for reserves that could be drawn upon if the governing board approves that action.

The Foundation's financial assets due within one year of the balance sheet date for general
expenditures are as follows:

Cash and Cash Equivalents $ 8,653,460
Investments 619,302
Accounts Receivable 216,155
Financial Assets, as of December 31, 2018 9,488,917

Less those unavailable for general expenditures within

one year, due to:
Board Designations (897,252)
Contractual or Donor Imposed Restrictions (3,228,278)

Financial assets available within one year to meet cash needs

for %eneral eernditures within one year $ 5,363,387
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California Fire Foundation
Notes to the Financial Statements
December 31, 2018 and 2017

NOTE 7 - SUBSEQUENT EVENTS:

Events subsequent to December 31, 2018 have been evaluated through November 06, 2019, the date
that these statements were available to be issued, to determine whether they should be disclosed to
keep the financial statements from being misleading. Management found no subsequent events to be
disclosed.



