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Independent Auditor’s Report

Board of Directors
Marines’ Memorial Association and Affiliate

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Marines’ Memorial Association
and its affiliate, Marines’ Memorial Foundation (the Association), which comprise the consolidated
statements of financial position as of June 30, 2020 and 2019, the related consolidated statements of
activities, functional expenses and cash flows for the years then ended, and the related notes to the
consolidated financial statements (collectively, 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 Marines’ Memorial Association and its affiliate, Marines’ Memorial Foundation, as of
June 30, 2020 and 2019, and the changes in their net assets and their cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING




Emphasis of Matter

As discussed in Note 1 to the financial statements, for the year ended June 30, 2020, the Association
adopted new accounting guidance on Revenue From Contracts With Customers (Topic 606). Our opinion
is not modified with respect to this matter.

Other Matter

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying consolidating statements of financial position and activities are presented for
purposes of additional analysis and are not a required part of the financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The supplementary information has been
subjected to the auditing procedures applied in the audits of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

PSSy Vs LLP

Phoenix, Arizona
September 15, 2020



Marines’ Memorial Association and Affiliate

Consolidated Statements of Financial Position
June 30, 2020 and 2019

2020 2019
Assets
Current assets:
Cash and cash equivalents $ 4,214,833 $ 3,927,800
Investments, current 1,985,223 2,318,890
Accounts receivable, net of allowance for doubtful accounts 46,561 244,010
Pledges receivable, net of allowance for doubtful accounts and discount 614,330 -
Interest receivable 9,029 9,931
Inventories 188,132 194,046
Prepaid expenses 96,850 119,500
Total current assets 7,154,958 6,814,177
Investments, long-term 1,509,860 2,435,508
Property and equipment:
Land 120,000 120,000
Building and improvements 15,725,974 16,462,216
Furniture and equipment 9,600,683 9,191,449
25,446,657 25,773,665
Less accumulated depreciation (18,913,013) (18,418,970)
6,533,644 7,354,695
Construction in progress 295,456 60,959
Net property and equipment 6,829,100 7,415,654
Total assets $ 15,493,918 $ 16,665,339
Liabilities and Net Assets
Current liabilities:
Accounts payable $ 114,745  $ 351,342
Accrued liabilities:
Salaries and wages 403,056 1,195,661
Taxes other than income 4,791 115,473
Other 243,747 294,676
Deposits 314,372 572,420
Deferred revenue 428,928 -
Current portion of long-term debt 960,641 262,681
Total current liabilities 2,470,280 2,792,253
Long-term debt, net of current portion and deferred financing costs 7,327,697 6,758,790
Total liabilities 9,797,977 9,551,043
Commitments and contingencies
Net assets:
Without donor restrictions 4,151,517 6,415,720
With donor restrictions 1,544,424 698,576
Total net assets 5,695,941 7,114,296
Total liabilities and net assets $ 15,493,918 % 16,665,339

See notes to consolidated financial statements.




Marines’ Memorial Association and Affiliate

Consolidated Statements of Activities
Years Ended June 30, 2020 and 2019

See notes to consolidated financial statements.

2020 2019
Revenues and support without donor restrictions:
Rooms 5,268,483 $ 8,010,526
Food and beverage 3,935,911 5,562,080
Theatre 405,264 522,209
Memorabilia 29,177 43,921
Space rentals 112,881 227,428
Investment income 132,603 208,538
Membership 844,201 993,430
Contributions 2,932,413 2,266,904
Miscellaneous 197,514 224,210
Net assets released from restrictions 456,839 252,979
Total revenues and support without donor restrictions 14,315,286 18,312,225
Revenues and support with donor restrictions:
Contributions 1,302,687 221,926
Net assets released from restrictions (456,839) (252,979)
Total revenues and support with donor restrictions 845,848 (31,053)
Total revenues and support 15,161,134 18,281,172
Expenses:
Program services 13,322,835 15,643,672
Supporting services:
Management and general 2,225,677 2,744,934
Fundraising 607,267 474,523
Total expenses 16,155,779 18,863,129
Change in net assets (994,645) (581,957)
Cumulative effect of adoption of accounting standard:
Accounting Standards Codification (ASC) 606 adjustment (423,710) -
Net assets, beginning of year 7,114,296 7,696,253
Net assets, end of year 5695941 $ 7,114,296




Marines’ Memorial Association and Affiliate

Consolidated Statement of Functional Expenses

Year Ended June 30, 2020

Program Management
Services and General Fundraising Total
Functional expenses:

Compensation $ 7675111 $ 873,614 $ 171,508 $ 8,720,233
Depreciation 1,272,392 16,767 - 1,289,159
Utilities 590,793 7,384 - 598,177
Professional fees 177,962 146,760 163,812 488,534
Licenses and fees 15,606 490,606 - 506,212
Program supplies 360,535 - - 360,535
Food and beverage 1,459,423 - 1,569 1,460,992
Events 265,814 - - 265,814
Information systems 222,981 2,938 - 225,919
Advertising and marketing 245,909 - 42,648 288,557
Interest - 350,899 - 350,899
Employee relations - 167,210 - 167,210
Printing and postage 121,441 11,677 17,114 150,232
Repairs and maintenance 164,178 2,163 - 166,341
Insurance 168,522 2,221 - 170,743
Telephone 143,516 879 - 144,395
Taxes 132,797 17,861 - 150,658
Scholarships 105,000 - - 105,000
Equipment rental 62,588 825 - 63,413
Member relations 42,531 - 186,191 228,722
Parking 729 44,532 - 45,261
Training and development 32,272 1,250 - 33,522
Board of Directors - 37,698 - 37,698
Bad debt - 11,841 19,000 30,841
Miscellaneous 62,735 38,552 5,425 106,712

Total expenses $ 13322835 $ 2225677  $ 607,267 $ 16,155,779

See notes to consolidated financial statements.



Marines’ Memorial Association and Affiliate

Consolidated Statement of Functional Expenses

Year Ended June 30, 2019

Program Management
Services and General Fundraising Total
Functional expenses:

Compensation 8,812,444 1,279,270 % 184,985 $ 10,276,699
Depreciation 1,304,971 17,196 - 1,322,167
Utilities 715,286 9,026 - 724,312
Professional fees 321,135 169,497 202,557 693,189
Licenses and fees 16,138 575,636 - 591,774
Program supplies 504,996 - - 504,996
Food and beverage 2,096,734 - 1,737 2,098,471
Events 315,827 - - 315,827
Information systems 242,340 3,193 - 245,533
Advertising and marketing 246,492 5,500 57,266 309,258
Interest - 293,771 - 293,771
Employee relations - 199,174 - 199,174
Printing and postage 138,418 19,747 18,401 176,566
Repairs and maintenance 167,730 2,210 - 169,940
Insurance 156,814 2,066 - 158,880
Telephone 146,650 985 - 147,635
Taxes 122,339 19,877 - 142,216
Scholarships 95,000 - - 95,000
Equipment rental 78,063 1,029 - 79,092
Member relations 73,611 - - 73,611
Parking 924 57,643 - 58,567
Training and development 32,383 - - 32,383
Board of Directors - 36,903 - 36,903
Miscellaneous 55,377 52,211 9,577 117,165

Total expenses $ 15,643,672 2744934  $ 474523 $ 18,863,129

See notes to consolidated financial statements.



Marines’ Memorial Association and Affiliate

Consolidated Statements of Cash Flows
Years Ended June 30, 2020 and 2019

2020 2019
Cash flows from operating activities:
Change in net assets $ (994,645) (581,957)
Adjustments to reconcile change in net assets to net cash (used in) provided by operating
activities:
Depreciation 1,289,159 1,322,167
Amortization of deferred financing costs 1,643 1,233
Net realized and unrealized gain on investments (65,386) (151,774)
Stock donations - (20,151)
(Increase) decrease in operating assets:
Accounts receivable 197,449 (54,269)
Pledges receivable (614,330) -
Interest receivable 902 (735)
Inventories 5,914 (3,437)
Prepaid expenses 22,650 (6,617)
Increase (decrease) in operating liabilities:
Accounts payable (236,597) (11,983)
Accrued salaries and wages (792,605) 130,637
Accrued taxes other than income (110,682) (11,501)
Accrued other (50,929) (16,026)
Deposits (258,048) (76,968)
Deferred revenue 5,218 -
Net cash (used in) provided by operating activities (1,600,287) 518,619
Cash flows from investing activities:
Proceeds from sale of investments 5,453,937 2,679,214
Purchase of investments (4,129,236) (3,985,634)
Purchase of property and equipment (702,605) (635,338)
Net cash provided by (used in) investing activities 622,096 (1,941,758)
Cash flows from financing activities:
Borrowings on long-term debt 1,764,900 7,500,000
Payments on long-term debt (499,676) (3,446,895)
Payment of deferred financing costs - (32,867)
Net cash provided by financing activities 1,265,224 4,020,238
Net increase in cash and cash equivalents 287,033 2,597,099
Cash and cash equivalents, beginning of year 3,927,800 1,330,701
Cash and cash equivalents, end of year $ 4,214,833 3,927,800
Supplemental disclosure of cash flow information:
Cash paid for interest $ 349,256 292,538
ASC 606 transition adjustment impacting deferred revenue and net assets on July 1, 2019 _$ 423,710 -
Donation of stocks $ - 20,151

See notes to consolidated financial statements.




Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies

Nature of organization: Marines’ Memorial Association is a nonprofit veterans’ organization located in
San Francisco, California, formed as a tribute to those Marines who have gone before and a service to
those who carry on. The United States Marine Corps provided the initial contribution for the establishment
of Marines’ Memorial Association in 1946. Membership is limited to persons who have honorably served,
or are serving, in the Armed Forces of the United States of America. Marines’ Memorial Association
provides hotel and restaurant services to members and their guests.

Marines’ Memorial Foundation (the Foundation) is a nonprofit 501(c)(3) that was established on July 1,
2012, to operate the theatre located in the hotel and to align the management practices of the theatre with
similar nonprofit performing arts venues and organizations within the Bay Area. The Foundation, formerly
known as Marines’ Memorial Theatre, changed its name to Marines’ Memorial Foundation on

November 17, 2015. Through a lease agreement, Marines’ Memorial Association leases the operation of
the theatre to the Foundation.

A summary of significant accounting policies is as follows:

Principles of consolidation: The financial statements include the operations of Marines’ Memorial
Association and its affiliate, Marines’ Memorial Foundation (collectively referred to as the Association). All
significant intercompany accounts and transactions have been eliminated in consolidation.

Basis of accounting: The Association presents its consolidated financial statements on the accrual basis
of accounting in accordance with accounting principles generally accepted in the United States of
America (U.S. GAAP).

Use of estimates: The preparation of financial statements in conformity with U.S. GAAP 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 and expense during the reporting period. Actual results could differ from
those estimates.

Reclassifications: Certain balances within the prior-year financial statements have been reclassified for
comparative purposes to conform to the presentation in the current-year financial statements, with no
effect on net assets or changes in net assets.

Cash and cash equivalents: Cash and cash equivalents consist of cash and money market funds. The
Association considers investments with maturities of three months or less at the time of purchase to be
cash equivalents. The Association maintains certificates of deposit, which are fully insured by the Federal
Deposit Insurance Corporation within the $250,000 limit. The Association also maintains cash in bank
deposit accounts which, at times, may exceed federally insured limits. The Association has not
experienced any losses in such accounts. Management believes the Association is not exposed to any
significant credit risk related to cash.

Accounts receivable: Accounts receivable generally consist of amounts due from members for the use
of facilities for special events. Invoices are due 30 days from date of invoice. Accounts receivable are
carried at original invoice amount less an estimate for doubtful receivables based on a review of all
outstanding amounts on an annual basis. Management determines the allowance for doubtful accounts
by calculating individual member receivables and considering a member’s financial condition, credit
history and current economic conditions. Accounts receivable are written off against the allowance when
deemed uncollectible.



Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Pledges receivable: The Association receives unconditional promises to give as a result of solicited
contribution campaigns, as well as unsolicited promises. Unconditional promises to give are recognized
when received, and allowances are provided for pledges estimated to be uncollectible. An allowance for
uncollectible pledges is provided based on management’s evaluation of potential uncollectible pledges
receivable at year-end.

The Association’s ability to collect these pledges is affected by economic fluctuations that may affect
contributors’ ability to honor their obligations. Pledges receivable are written off when deemed
uncollectible.

Unconditional promises to give that will be received in a future period are discounted using current market
rates to their net present value at the time the revenue is recorded. The Association’s promises to give
are generally receivable over a two to five-year period based on management’s experience with prior
contributions and its analysis of specific promises to give.

Inventories: Inventories consist of food, beverage, merchandise and supplies, and are stated at the
lower of cost, determined by the first-in, first-out method, or net realizable value.

Investments: Investments consist of certificates of deposit, marketable equity and debt securities, and
mutual funds. Certificates of deposit are presented in the financial statements at amortized cost.
Marketable equity and debt securities and mutual funds are presented in the financial statements at fair
value. Realized and unrealized gains and losses are reflected on the consolidated statements of activities
as investment income. Investments maturing within the next 12 months are categorized as current assets
on the consolidated statements of financial position.

Property and equipment: Property and equipment is stated at cost. Depreciation is computed by the
straight-line method over estimated useful lives as follows: building and improvements, six to 39 years;
furniture and equipment, three to 15 years. The cost of maintenance and repairs is charged to expense
as incurred. Construction in progress is placed into service when the entire project is complete.

Valuation of long-lived assets: The Association accounts for the valuation of long-lived assets under
the Financial Accounting Standards Board (FASB), Accounting for the Impairment or Disposal of Long-
Lived Assets. This standard requires that long-lived assets and certain identifiable intangible assets be
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
of an asset may not be recoverable.

Recoverability of the long-lived asset is measured by a comparison of the carrying amount of the asset to
future undiscounted net cash flows expected to be generated by the asset. If such assets are considered
to be impaired, the impairment to be recognized is measured by the amount the carrying amount of the
assets exceeds their estimated fair value. Assets to be disposed of are reportable at the lower of the
carrying amount or fair value, less costs to sell. There were no impairment losses recorded for the years
ended June 30, 2020 or 2019.

Deferred financing costs: Deferred financing costs are presented as a direct deduction from the
carrying amount of the related debt on the consolidated statements of financial position. The costs are
amortized over the term of the respective loan on the straight-line method, which approximates the
effective interest rate method. Total amortization expense was approximately $2,000 and $1,000 for the
years ended June 30, 2020 and 2019, respectively, and is recorded as interest expense on the
accompanying consolidated statements of functional expenses.



Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Net assets: Net assets, revenues, gains and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets and changes therein are classified and reported as
follows:

Net assets without donor restrictions: Net assets available for use in general operations and not
subject to donor restrictions.

Net assets with donor restrictions: The Association reports contributions as net assets with donor
restrictions if they are received with donor stipulations that limit the use of the donated assets. When a
donor restriction expires (that is, when a stipulated time restriction ends or purpose restriction is
accomplished), net assets with donor restrictions are reclassified to net assets without donor restrictions
and reported on the consolidated statements of activities as net assets released from restrictions. Net
assets with donor restrictions include donations restricted for annually awarded scholarships and specific
programs. Depending upon the amount of the donation and upon donor-imposed restrictions,
scholarships may be awarded in the name of the donor.

Other donor restrictions are perpetual in nature, whereby the donor has stipulated the funds be
maintained in perpetuity. As of June 30, 2020 and 2019, the Association had no net assets with donor
restrictions that were perpetual in nature.

Liquidity: The Association has a policy to maintain available cash and investments to meet 60 days of
normal operating expenses which, on average, approximate $2,700,000. Cash in excess of daily
requirements is available to be invested in various investments with maturities designated to meet
obligations as they come due. In addition, the Association, as more fully described in Note 4, has a line of
credit permitting maximum borrowings up to $1,000,000.

Financial assets available for general expenditures within one year of June 30, are as follows:

2020 2019
Financial assets:
Cash and cash equivalents $ 4,214833 $ 3,927,800
Accounts receivable, net 46,561 244,010
Pledges receivable, net 614,330 -
Interest receivable 9,029 9,931
Investments 3,495,083 4,754,398
Total financial assets 8,379,836 8,936,139
Less donor restrictions (1,544,424) (698,576)
Financial assets available to meet general expenditures
within one year $ 6835412 $ 8,237,563

Revenue recognition: The Association recognizes occupancy revenue and the exchange transaction

portion of membership revenue in accordance with FASB Accounting Standards Update (ASU) 2014-09,
Revenue From Contracts With Customers (Topic 606), which requires an entity to recognize the amount
of revenue to which it expects to be entitled for the transfer of promised goods or services to customers.

10



Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

The five-step model defined by Topic 606 requires the Association to: (1) identify the contracts with the
customer, (2) identify the performance obligations under those contracts, (3) determine the transaction
prices of those contracts, (4) allocate the transaction price to the performance obligations in those
contracts, and (5) recognize revenue when each performance obligation under those contracts is
satisfied. Revenue is recognized when promised goods or services are transferred to the residents in an
amount that reflects the consideration expected in exchange for those goods or services.

The Association recognizes lease income in accordance with Accounting Standards Codification (ASC)
840, Leases.

Contribution revenue, including the contribution portion of membership revenue, is recognized in
accordance with ASC 958, Not-for-Profit Entities.

Occupancy revenue: Occupancy revenue is recognized at a point in time when rooms are occupied and
services have been rendered. Revenue from restaurant sales is recognized at a point in time when food
and beverage products are sold. Foundation theatre revenue is recognized at a point in time after the
completion of a show or event, net of expenses for box office fees, production fees and other
miscellaneous charges.

Membership revenue and deferred revenue: Membership revenue consists of annual memberships as
well as lifetime memberships (Benefactor). Annual membership fees are bifurcated between contribution
revenue and exchange transaction revenue based on the estimated value of the benefits received by the
members. The contribution portion is recognized in the period received. The exchange transaction portion
is recorded as deferred revenue and recognized as revenue over a period of one year as the member is
considered to receive the benefits of the membership. Individuals are entitled to a Benefactor
membership designation within the Association for a contribution of $3,500 or more. Benefactor members
are not required to make any additional annual contributions to remain a member of the Association.
Benefactor membership fees are bifurcated between contribution revenue and exchange transaction
revenue based on the characteristics of estimated value of the benefits received by the members. The
contribution portion is recognized in the period received. The exchange transaction portion is recorded as
deferred revenue and recognized as revenue over a period of nine to 26 years as the member is
considered to receive the benefits of the membership.

Of total membership fees recognized for 2020 and 2019, exchange transactions, or transactions for which
members are deemed to have received value for fees paid, are estimated at approximately $844,000 and
$993,000, respectively. The difference between the amount paid and the exchange transaction is
recognized as a contribution without donor restrictions to the Association.

Contributions: Contributions, including unconditional promises to give, are recognized as revenues in
the period received. Conditional promises to give are not recognized until they become unconditional—
that is, when the conditions on which they depend are substantially met. Contributions to be received
after one year are discounted using an appropriate discount rate to obtain the present value of the
receivable amount. Amortization of discount is recorded as additional contribution revenue in accordance
with donor-imposed restriction, if any, on the contributions.

Contributions of cash and other assets are presented as restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires—that is, when a
stipulated time restriction ends or purpose restriction is accomplished, net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported on the consolidated statements of
activities as net assets released from restrictions. Contributions of stock are recognized at fair value when
received.

11



Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Lease income: The Association recognizes lease income on space rentals from tenants on a straight-line
basis over the terms of the respective leases in accordance with the provisions of ASC 840, Leases.

Advertising: The Association advertises primarily to promote the activities of the Association and to
solicit donations. Total advertising costs are reported under advertising and marketing on the
consolidated statement of functional expenses.

Functional allocation of expenses: The costs of program and supporting services activities have been
summarized on a functional basis on the consolidated statements of activities. The consolidated
statements of functional expenses present the natural classification detail of expenses by function.

Accordingly, certain costs have been allocated among the programs and supporting services benefited.
Those expenses include repairs and maintenance, depreciation, utilities, insurance, taxes, information
systems, telephone, and equipment, and compensation for certain employees. These expenses are
allocated based on square footage.

Income taxes: Marines’ Memorial Association and its affiliate, Marines’ Memorial Foundation, are not-for-
profit organizations as described under Internal Revenue Code Sections 501(c)(19) and 501(c)(3),
respectively. The Association is subject to taxation at regular corporate rates on income unrelated to its
exempt function.

The Association has implemented the guidance for income taxes in accordance with FASB ASC 740 as it
relates to Accounting for Uncertainty in Income Taxes, which clarifies the treatment of the entities’
position of accounting for income taxes recognized in the financial statements. The guidance also
prescribes a recognition threshold and measurement standard for the financial statement recognition and
measurement of an income tax position taken or expected to be taken in the tax return. In addition, it
provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition. Management evaluated the entities’ tax positions and concluded that the
entities have no uncertain tax positions at June 30, 2020 or 2019. With few exceptions, the Association is
no longer subject to income tax examinations by the U.S. federal, state or local tax authorities for fiscal
years before 2017.

Presentation of certain taxes: The Association collects various taxes, generally occupancy and sales
taxes, from customers and remits these amounts to applicable taxing authorities. The Association’s
accounting policy is to exclude these taxes from revenues and expenses.

Recently adopted accounting pronouncements: In May 2014, the FASB issued ASU No. 2014-09,
Revenue From Contracts With Customers (Topic 606). The core principle of the new guidance is that an
entity should recognize revenue to depict the transfer of promised 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. In addition, the new guidance requires disclosure of the nature, amount, timing and
uncertainty of revenue and cash flows arising from contracts with customers. The Association adopted
the standard on July 1, 2019, utilizing the modified retrospective method. Results for reporting periods
beginning July 1, 2019, are presented under Topic 606, while prior-period amounts are not adjusted and
continue to be reported under the accounting standards in effect for the prior period. The impact of
adopting the new standard relates to the exchange transaction portion of membership fees. Prior to
adopting Topic 606, the exchange transaction portion of membership fees were recognized as revenue
when the member application was finalized. Topic 606 requires the recognition of revenue related to
these services to be deferred and recognized over the expected term of the membership.

12



Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

The Association recorded a net decrease to beginning net assets of $423,710 as of July 1, 2019, due to
the cumulative impact of adopting Topic 606, as detailed below:

As Previously Topic 606

Reported Adjustment As Adjusted

Liabilities and net assets:
Deferred revenue $ - $ 423,710 $ 423,710
Net assets 7,114,296 (423,710) 6,690,586

In accordance with Topic 606, the disclosure of the impact of adoption to the Association’s consolidated
statement of financial position as of June 30, 2020, was as follows:

Balances
Without Adoption Effect of
As Reported of Topic 606 Change
Deferred revenue $ 428,928 % - $ 428,928
Net assets 5,695,941 6,124,869 (428,928)

In accordance with Topic 606, the disclosure of the impact of adoption to the Association’s consolidated
statement of activities for the year ended June 30, 2020, was as follows:

Balances
Without Adoption Effect of
As Reported of Topic 606 Change
Revenue $ 15,161,134 $ 15,166,352 $ (5,218)

Adoption of the new revenue standard had no impact to cash provided by or used in operating, financing
or investing on the consolidated statement of cash flows.

Pending accounting pronouncements: In February 2016, the FASB issued ASU 2016-02, Leases
(Topic 842), which sets out the principles for the recognition, measurement, presentation and disclosure
of leases for both parties to a contract (i.e., lessees and lessors). The new standard requires lessees to
apply a dual approach, classifying leases as either finance or operating leases based on the principle of
whether or not the lease is effectively a financed purchase by the lessee. This classification will determine
whether lease expense is recognized based on an effective interest method or on a straight line basis
over the term of the lease, respectively. A lessee is also required to record a right-of-use asset and a
lease liability for all leases with a term of greater than 12 months regardless of their classification. Leases
with a term of 12 months or less will be accounted for similar to existing guidance for operating leases
today. The new standard requires lessors to account for leases using an approach that is substantially
equivalent to existing guidance for sales-type leases, direct financing leases and operating leases.

13



Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

An entity may adopt the guidance either (1) retrospectively to each prior reporting period presented in the
financial statements with a cumulative-effect adjustment recognized at the beginning of the earliest
comparative period presented, or (2) retrospectively at the beginning of the period of adoption through a
cumulative-effect adjustment. The new standard provides a number of practical expedients. The FASB
voted, effective May 20, 2020, to extend the deadline for private companies one year, which would result
in the standard being effective January 1, 2022. The Association has not yet evaluated the impact of this
new guidance.

Subsequent events: The Association has evaluated subsequent events through September 15, 2020,
the date on which the financial statements were available to be issued.

Note 2. Pledges Receivable

During the year ended June 30, 2020, the Association began a capital campaign to enhance the hotel
facilities. Four donors to this campaign accounted for 49% of total pledges receivable at June 30, 2020.

The total of all pledges receivable as of June 30, 2020, mature as follows:

Due in fiscal years ending June 30:

2021 $ 171,900
2022 164,400
2023 146,900
2024 98,400
2025 45,800
Thereafter 40,000
667,400
Less:

Provision for estimated uncollectible pledges (19,000)
Pledges receivable discount at an average rate of 2% (34,070)
$ 614,330

Note 3. Investments

The following summarizes the relationship between cost and carrying values of investments at June 30:

2020 2019
Cost Carrying Value Cost Carrying Value
Exchange-traded funds $ 244 % 258 % 285,008 $ 532,863
Mutual funds - - 426,305 508,917
Corporate bonds 92,890 94,785 90,521 93,685
Government securities - - 1,950,417 1,978,210
Certificates of deposit 3,296,900 3,400,040 1,611,000 1,640,723

$ 3,390,034 $ 3495083 $ 4,363,251 $ 4,754,398
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Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 3. Investments (Continued)

Investment return consists of the following at June 30:

2020 2019
Interest $ 52,440 $ 41,410
Dividends 14,777 15,354
Net realized and unrealized gains on investments 65,386 151,774

$ 132,603 $ 208,538

Fair value measurements: Under the FASB’s authoritative guidance on fair value measurements, fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. In determining fair value, the
Association uses various methods, including the market, income and cost approaches.

The fair value hierarchy ranks the quality and reliability of the information used to determine fair values.
Financial assets carried at fair value will be classified and disclosed in one of the following three
categories:

Level 1: These are investments where values are based on unadjusted quoted prices for identical assets
in an active market the Association has the ability to access.

Level 2: These are investments where values are based on quoted prices in markets that are not active
or model inputs that are observable, either directly or indirectly, for substantially the full term of
the investments.

Level 3: These are investments where values are based on prices or valuation techniques that require
inputs that are both unobservable and significant to the overall fair value measurement. These
inputs reflect assumptions of management about assumptions market participants would use in
pricing the investments.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an asset’s level within the fair value hierarchy is based on the lower level input
that is significant to the fair value measurement. The assessment of the significance of a particular input
to the fair value measurement in its entirety requires judgment and considers factors specific to the
investment.

While the Association believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of certain
financial instruments could result in a different estimate of fair value at the reporting date.

Exchange-traded funds and bonds: The fair value of equity securities and bonds is the market value
based on quoted market prices.

Mutual funds: Mutual funds are valued at the published net asset values or quoted market prices for
identical assets provided by the fund manager.

Government securities: The fair value of government securities is calculated as the present value of the
future cash payment at the stated interest rate.

There have been no changes to the valuation methodologies as of June 30, 2020 or 2019.
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Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 3. Investments (Continued)

The following summarizes the estimated fair values of the Association’s investments:

Fair Value Measurements at June 30, 2020

Quoted
Prices in Active Significant Other Significant
Markets for Observable Unobservable Recorded at
Identical Assets Inputs Inputs June 30,
Description (Level 1) (Level 2) (Level 3) 2020
Corporate bonds $ 94,785 % - $ - $ 94,785
Exchange-traded funds 258 - - 258
$ 95,043 % - $ - 95,043
Certificates of deposit (a) 3,400,040
$ 3,495,083

Fair Value Measurements at June 30, 2019

Quoted
Prices in Active Significant Other Significant
Markets for Observable Unobservable Recorded at
Identical Assets Inputs Inputs June 30,
Description (Level 1) (Level 2) (Level 3) 2019
Corporate bonds $ 93,685 $ - $ - $ 93,685
Exchange-traded funds 532,863 - - 532,863
Mutual funds 508,917 - - 508,917
Government securities 1,978,210 - - 1,978,210
$ 3113675 $ - $ - 3,113,675
Certificates of deposit (a) 1,640,723
$ 4,754,398

(a) Certificates of deposit are measured at amortized cost and have not been classified in the fair value

hierarchy.

Note 4. Line of Credit

The Association has a line of credit with First Republic Bank providing borrowings up to $1,000,000.
Interest is payable monthly at a fluctuating interest rate per annum based on the U.S. prime rate as
published in The Wall Street Journal. The interest rate was 4.75% at June 30, 2020. The line of credit
expires on September 25, 2023, at which time all unpaid principal and interest is due. As of June 30,

2020 and 2019, there was no outstanding balance on the line of credit.
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Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 5. Long-Term Debt

The Association has a $7,500,000 term loan agreement with First Republic Bank. The loan requires six
monthly interest-only payments at an interest rate of 4.85%, beginning on October 25, 2018. Beginning
April 25, 2019, a monthly principal and interest payment of $49,920 is due for 114 months, at an interest
rate of 4.85%. Beginning October 25, 2028, a monthly principal and interest payment of $50,860 will be
due for 120 months, with interest being calculated using the one-month LIBOR rate plus a margin of
3.00%, until the maturity of the loan on September 25, 2038. The loan agreement contains various
financial covenants. The total balance outstanding on the term loans as of June 30, 2020 and 2019, was
$6,553,429 and $7,053,105, respectively. Deferred financing costs, net of accumulated amortization were
approximately $30,000 and $32,000 at June 30, 2020 and 2019, respectively.

Subsequent to year-end, the Association refinanced the loan agreement with First Republic Bank,
entering into an $8,553,429 term loan agreement effective July 28, 2020. The initial balance of the term
loan is $6,651,731 as of August 14, 2020, with an additional $1,901,698 available for disbursement during
the initial 12-month term of the loan. The loan will bear interest at a fixed rate of 3.95% for the first seven
years of the loan, followed by a variable rate equal to 0.15 below the Prime Index for the remainder of the
loan term. Interest-only payments will be payable monthly for the first 24 months, followed by monthly
principal and interest payments until maturity on September 25, 2038. The loan will be subject to financial
and non-financial covenants, and collateralized by a deed of trust executed by the Association, consisting
of a first lien on the property of the Association.

On April 18, 2020, the Association entered into a $1,764,900 loan agreement with Live Oak Banking
Company under the Small Business Administration Payroll Protection Program (PPP) approved under the
Coronavirus Aid, Relief, and Economic Security Act (CARES Act). Beginning in November of 2020, a
monthly principal and interest payment of $99,323 is due for 18 months at an interest rate of 1.00% until
the maturity of the loan on April 18, 2022. The PPP loan is subject to partial or full forgiveness in the
event that the Association (i) uses all proceeds for eligible purposes; (ii) maintains certain employment
levels; and (iii) maintains certain compensation levels, in accordance with the CARES Act. The total
balance outstanding on the PPP loan as of June 30, 2020, was approximately $1,765,000.

Aggregate maturities of long-term debt during the next five years and thereafter are as follows:

Years ending June 30:

2021 $ 960,641
2022 1,286,144
2023 311,696
2024 327,154
2025 343,378
Thereafter 5,089,316

$ 8,318,329
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Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 6. Net Assets With Donor Restrictions

Net assets with donor restrictions as of June 30 were as follows:

2020 2019
Aid and assist program $ 106,069 $ 83,518
Care package program 32,120 38,195
Capital improvements 879,841 150
Gold star events - 481
Living memorial 3,850 1,850
Scholarship funds 522,544 574,382

$ 1544424 % 698,576

Net assets were released from restrictions as follows during the years ended June 30:

2020 2019
Aid and assist program $ 238 % 4,403
Capital improvements 180,239 -
Care package program 6,075 9,857
Gold star events 115,702 102,967
Living memorial 9,909 18,849
Education and historic 34,497 -
Birthday ball - 30,860
Theatre 2,268 -
Scholarship funds 107,911 86,043

$ 456,839 $ 252,979

Note 7. Space Rentals

The Association leases rental space within the facilities to third parties under operating leases expiring in
various years to 2024. The rental receipts are subject to adjustment based on changes in the Consumer
Price Index.

Approximate future minimum rental receipts to expiration date of the leases are as follows:

Years ending June 30:

2021 $ 66,000
2022 75,000
2023 50,000
2024 38,000

$ 229,000

Rental income was approximately $113,000 and $227,000 for the years ended June 30, 2020 and 2019,
respectively.
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Marines’ Memorial Association and Affiliate

Notes to Consolidated Financial Statements

Note 8. Retirement Plan

The Association has made available the Marines’ Memorial 401(k) Retirement Plan for the benefit of
eligible employees, as defined by the plan agreement. Employees who elect to participate may make
contributions from 2% up to the maximum of their eligible compensation allowed by law, and the
Association may match up to 5%. Total matching contributions were approximately $273,000 and
$309,000 for the years ended June 30, 2020 and 2019, respectively.

Note 9. Commitments and Contingencies

The spread of COVID-19, a novel strain of the coronavirus, is altering the behavior of businesses and
people in a manner that may adversely impact local, regional and global economies. Further, financial
markets in the United States and globally have recently experienced a significant decline attributed to
coronavirus concerns. The extent to which the coronavirus impacts the Association’s results will depend
on future developments, which are highly uncertain and cannot be predicted. The impact is highly
dependent on the breadth and duration of the outbreak and could be affected by other factors
management is not currently able to predict. Accordingly, management cannot presently estimate the
overall operational and financial impact to the Association, but such an impact could have a material
adverse effect on the financial condition of the Association.
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Marines’ Memorial Association and Affiliate

Consolidating Statement of Financial Position
June 30, 2020
(With Comparative Totals for 2019)

Marines’ Marines’ Consolidated
Memorial Memorial Total Total
Association Foundation Eliminating 2020 2019
Assets
Current assets:
Cash and cash equivalents $ 3782476 $ 432,357  $ - $ 4214833 $ 3,927,800
Investments, current 1,985,223 - - 1,985,223 2,318,890
Accounts receivable, net of allowance for doubtful accounts 46,561 - - 46,561 244,010
Pledges receivable, net of allowance for doubtful accounts and discount 614,330 - - 614,330 -
Receivable from affiliates 213,833 - (213,833) - -
Interest receivable 9,029 - - 9,029 9,931
Inventories 188,132 - - 188,132 194,046
Prepaid expenses 96,850 - - 96,850 119,500
Total current assets 6,936,434 432,357 (213,833) 7,154,958 6,814,177
Investments, long-term 1,509,860 - - 1,509,860 2,435,508
Property and equipment:
Land 120,000 - - 120,000 120,000
Building and improvements 15,725,974 - - 15,725,974 16,462,216
Furniture and equipment 9,600,683 - - 9,600,683 9,191,449
25,446,657 - - 25,446,657 25,773,665
Less accumulated depreciation (18,913,013) - - (18,913,013) (18,418,970)
6,533,644 - - 6,533,644 7,354,695
Construction in progress 295,456 - - 295,456 60,959
Net property and equipment 6,829,100 - - 6,829,100 7,415,654
Total assets $ 15275394 $ 432,357 $ (213,833) $ 15493918 $ 16,665,339

Liabilities and Net Assets

Current liabilities:

Accounts payable $ 113,245 $ 1,500 $ - $ 114,745  $ 351,342
Accrued liabilities:

Salaries and wages 403,056 - - 403,056 1,195,661
Taxes other than income 4,791 - - 4,791 115,473
Other 243,747 - - 243,747 294,676

Payables to affiliates - 213,833 (213,833) - -
Deposits 301,616 12,756 - 314,372 572,420

Deferred revenue 428,928 - - 428,928 -
Current portion of long-term debt 960,641 - 960,641 262,681
Total current liabilities 2,456,024 228,089 (213,833) 2,470,280 2,792,253
Long-term debt, net of current portion and deferred financing costs 7,327,697 - - 7,327,697 6,758,790
Total liabilities 9,783,721 228,089 (213,833) 9,797,977 9,551,043

Commitments and contingencies

Net assets:
Without donor restrictions 4,164,200 (12,683) - 4,151,517 6,415,720
With donor restrictions 1,327,473 216,951 - 1,544,424 698,576
Total net assets 5,491,673 204,268 - 5,695,941 7,114,296
Total liabilities and net assets $ 15275394 % 432,357 % (213,833) $ 15493918 $ 16,665,339
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Marines’ Memorial Association and Affiliate

Consolidating Statement of Activities
Year Ended June 30, 2020
(With Comparative Totals for 2019)

Marines’ Marines’ Consolidated
Memorial Memorial Total Total
Association Foundation Eliminating 2020 2019
Revenues and support without donor restrictions:
Rooms $ 5268483 $ - - $ 5268483 $ 8,010,526
Food and beverage 3,935,911 - - 3,935,911 5,562,080
Theatre - 405,264 - 405,264 522,209
Memorabilia 29,177 - - 29,177 43,921
Space rentals 312,885 - (200,004) 112,881 227,428
Investment income 132,578 25 - 132,603 208,538
Membership 844,201 - - 844,201 2,046,160
Contributions 2,756,898 326,515 (151,000) 2,932,413 1,214,174
In-kind support - 84,000 (84,000) - -
Miscellaneous 196,010 1,504 - 197,514 224,210
Net assets released from restrictions 423,236 33,603 - 456,839 252,979
Total revenues and support without donor restrictions 13,899,379 850,911 (435,004) 14,315,286 18,312,225
Revenues and support with donor restrictions:
Contributions 1,080,114 222,573 - 1,302,687 221,926
Net assets released from restrictions (423,236) (33,603) - (456,839) (252,979)
Total revenues and support with donor restrictions 656,878 188,970 - 845,848 (31,053)
Total revenues and support 14,556,257 1,039,881 (435,004) 15,161,134 18,281,172
Expenses:
Program services 12,938,000 735,839 (351,004) 13,322,835 15,643,672
Supporting services:
Management and general 2,201,418 79,259 (55,000) 2,225,677 2,744,934
Fundraising 607,267 29,000 (29,000) 607,267 474,523
Total expenses 15,746,685 844,098 (435,004) 16,155,779 18,863,129
Change in net assets (1,190,428) 195,783 - (994,645) (581,957)
Cumulative effect of adoption of accounting standard:
Accounting Standards Codification (ASC) 606 adjustment (423,710) - - (423,710) -
Net assets, beginning of year 7,105,811 8,485 - 7,114,296 7,696,253
Net assets, end of year $ 5491673 % 204,268 - $ 5695941 $ 7,114,296
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