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4 1.arrivoRE Brack Morcan & CAIN, pC

CERTIFIED PUBLIC ACCOUNTANTS AND BUSINESS ADVISORS

INDEPENDENT AUDITORS' REPORT

Board of Directors
Middle Tennessee Council, Ine., Boy Scouts of America:

We have audited the accompanying financial statements of Middle Tennessee Council, Inc., Boy Scouts of
America ("Council") (a not-for-profit organization) which comprise the statement of financial position as of
December 31, 2012, 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.

Anditors' 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 of 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 auditors' 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 polices 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 Middle Tennessee Council, Inc., Boy Scouts of America as of December 31, 2012, 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 Council's 2011 financial statements, and our report dated April 13, 2012
expressed an unmodified opinion on those audited financial statements. In our opinion, the summarized
comparative information presented herein as of and for the year ended December 31, 2011, is consistent, in all
material respects, with the audited financial statements from which it has been derived.



Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying information in the schedules on pages 24 and 25 are presented for the purposes of additional
analysis and are not a required part of the financial statements. Such information is the responsibility of
management and, except for the information marked "unaudited" on which we express no opinion, was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. Such information has been subjected to the auditing procedures applied in the audit 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.

LQH"Mvr!.fB‘ﬂkk mnn:)).,\ * QG.\n 3&

Brentwood, Tennessee
April 22,2013
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2012 and 2011

(1) Nature of Organization

The Middle Tennessee Council, Inc., Boy Scouts of America (the "Council"), provides service
to young men ages 7-21, and young women ages 14-21, operates in Nashville, Tennessee,
including 37 counties of Middle Tennessee, and Fort Campbell, Kentucky. The Council has
five camping facilities. The Council is a not-for-profit organization devoted to promoting,
within the territory covered by the charter from time to time granted it by the Boy Scouts of
America and in accordance with the congressional program, the ability of boys, young men,
and women to do things for themselves and others, training them in Scoutcraft, and teaching
them patriotism, courage, and self-reliance. The Council also prepares them to make ethical
choices over their lifetimes and achieve their full potential using the methods which are now in
common use by the Boy Scouts of America.

The Council’s programs are classified as follows:

Tiger Cubs—Onme-year, family-oriented program for a group of teams, each
consisting of a first-grade (or 7-year-old) boy and an adult partner (usually a parent). A tiger
cub den is part of the Cub Scout pack.

Cub Scouts—Family and community-centered approach to learning citizenship,
compassion, and courage through service projects, ceremonies, games, and other activities
promoting character development and physical fitness.

Boy Scouting—With the Scout Oath and Scout Law as guides, and the support of
parents and religious and neighborhood organizations, Scouts develop an awareness and
appreciation of their role in their community and become well-rounded young men through
the advancement of the program. Scouts progress in rank through achievements, gain
additional knowledge and responsibilities, and earn merit badges that introduce a lifelong
hobby or a rewarding career.

Varsity Scouting—Program for young men ages 14-17 that provides options for
those who are looking for rugged high adventure or challenging sporting activities and still
want to be a part of a Scouting program that offers the advancement opportunities and values
of the Boy Scouts of America. There are five fields of emphasis, including advancement, high
adventure/sports, personal development, service, and special programs and events.

Venturing—Provides experiences to help young men and women, ages 14-20,
become mature, responsible, caring adults. Young teens learn leadership skills and participate
in challenging outdoor activities, including having access to Boy Scout camping properties, a
recognition program, and youth-protection training.

Learning for Life—Program to enable young people to become responsible
individuals by teaching positive character traits, career development, leadership, and life skills

so they can make ethical choices and achieve their full potential.

The Council's website address is www.mtcbsa.org.
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2012 and 2011

(2) Summary of significant accounting policies

(@)

(b)

()

Fund accounting

To ensure observance of limitations and restrictions placed on the use of available
resources, the accounts of the Council are maintained in accordance with the principles of
fund accounting. Under such principles, resources for various purposes are classified for
accounting and reporting purposes into funds that are in accordance with specified
activities or objectives.

The Council also prepares financial statements in accordance with Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) 958-205 and
subsections. Under ASC 958-205, the Council 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. In
addition, the Council is required to present a statement of cash flows.

Contributions

Pledges receivable for contributions are recognized upon notification of a donor’s
unconditional promise to give to the Council. Unconditional promises to give that are
expected to be collected in less than one year are measured at net realizable value because
that amount results in a reasonable estimate of fair value. Contributions that are
restricted by the donor are reported as increases in unrestricted net assets if the
restrictions expire in the fiscal year in which the contributions are recognized. All other
donor-restricted contributions are reported as increases in temporarily or permanently
restricted net assets, depending on the nature of the restrictions. When a donor 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
and are reported in the statement of changes in net assets as assets released from
restrictions.

Donated materials and services

Donated land, buildings, equipment, investments and other noncash donations are
recorded as contributions at their fair market value at their date of donation. The
Council reports the donations as unrestricted support, unless explicit donor stipulations
specify how the donated assets must be used. Gifts of long-lived assets with explicit
restrictions that specify how the assets must be used, and gifts of cash or other assets that
must be used to acquire long-lived assets are reported as restricted support. Absent
explicit donor stipulations about how long those long-lived assets must be maintained, the
Council reports expirations of donor restrictions when the donated or acquired long-lived
assets are placed in service. Donated materials totaled $52,900 in 2012 and $48,177 in
2011.
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Notes to the Financial Statements

December 31, 2012 and 2011

Donated services that do not require specialized skills or enhance nonfinancial assets are
not recorded in the accompanying financial statements because no objective basis is
available to measure the value of such services. A substantial number of volunteers have
donated significant amounts of their time to the Council's program services and its
fundraising campaigns, the value of which is not recorded in the accompanying financial
statements.

Advertising

Advertising costs are charged to operations in the period in which the advertisement is
placed. Advertising for 2012 and 2011 amounted to approximately $44,000 and $49,000,
respectively.

Investments

Investments consist primarily of assets invested in marketable equity and debt securities
and money-market accounts. The Council accounts for investments in accordance with
FASB ASC 958-320 and subsections. This standard requires that investments in equity
securities with readily determinable fair values and all investments in debt securities be
measured at fair value in the statement of financial position. Fair value of marketable
equity and debt securities is based on quoted market prices. Investment income shown in
the statement of changes in net assets includes interest, dividends, and realized and
unrealized gains and losses, net of investment expenses. Investment income that is
restricted by the donor is reported as an increase in unrestricted net assets if the
restrictions are met or expire in the year in which the income is recognized. All other
donor-restricted investment income is reported as an increase in temporarily or
permanently restricted net assets depending on the nature of the restrictions.

Investments are exposed to various risks such as significant world events, interest rate,
credit, and overall market volatility risks. Due to the level of risk associated with certain
investment securities, it is reasonably possible that changes in the fair value of
investments will occur in the near term and that such changes could materially affect the
amounts reported in the statement of financial position.

Investment policy

The Council's investment policy intends for the Council to invest in assets that would
produce results exceeding the investment's purchase price and incur a significant yield of
return, while assuming a moderate level of investment risk. The Council expects its
Endowment Fund, over time, to provide a reasonable rate of return. To satisfy the long-
term rate-of-return objective, the Council relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Council targets a diversified
asset allocation that places a greater emphasis on marketable equity and debt securities
and money-market accounts to achieve its long-term return objectives within prudent
risk constraints.
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December 31, 2012 and 2011

Spending policy

The Board of Directors (through the Executive Committee) has approved an endowment
spending policy. The policy defines the total funds available from the Endowment Fund
in a given year (the distributable income) as up to 4 percent of the Endowment Fund's
average market value over the preceding three years. The Endowment Fund is to have
returns greater than the proposed distribution plus management and trustee fees. If the
market value of the Endowment Fund falls to or below the amount of the fund's donor
restricted gifts, then the spending policy may be amended in accordance with the
guidelines not to exceed the actual earnings of the fund. The Executive Committee
(subject to the Board of Director's approval) may amend this spending policy.

Accounts receivable

Accounts receivable are recorded primarily for product sales stated at estimated
realizable value. An allowance for doubtful accounts is based on an analysis of expected
collection rates determined from past history. No allowance for doubtful accounts was
considered necessary as of December 31, 2012 and 2011.

Inter-fund loans

The Inter-fund loans at December 31, 2012, result from the Endowment Fund and
Operating Fund making advances of surplus cash funds to the Operating Fund and
Capital Fund for operating purposes.

Inventories

Inventories consist of Scouting and other items available for resale and is stated at the
lower of cost or market. Cost is determined using the average cost method.

Land, buildings, and equipment

Land, buildings, and equipment purchased by the Council are stated at cost. Donated
land, buildings, and equipment are recorded at the approximate fair market value of the
asset on the date of donation. Improvements or betterments of a permanent nature are
capitalized. Expenditures for maintenance and repairs are charged to expense as
incurred. The costs of assets retired or otherwise disposed of, and the related
accumulated depreciation and amortization, are eliminated from the accounts in the year
of disposal. Gains or losses resulting from disposals of land, buildings, and equipment are
credited or charged to operations currently.

Construction in progress represents costs incurred on the construction of assets that have
not been completed or placed in service as of the end of the year.

The Council has adopted the practice of capitalizing only expenditures for land, buildings,
and equipment in excess of $10,000. Depreciation and amortization of physical properties
is provided over the estimated useful lives of the respective assets on a straight-line basis.
Annual depreciation and amortization is charged to the Capital Fund.
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December 31, 2012 and 2011

Estimates

The preparation of the financial statements in conformity with accounting principles
generally accepted in the United States 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. Management believes that these estimates and assumptions provide
a reasonable basis for the fair presentation of the financial statements.

Functional allocation of expenses

The costs of providing the various programs and supporting services have been
summarized on a functional basis in the statement of functional expenses. Costs that are
not directly associated with providing specific services have been allocated based upon the
relative time spent by employees of the Council providing those services. In accordance
with the policy of the National Council of the Boy Scouts of America (the “National
Council”), the payment of the charter fee to the National Council is not allocated as a
functional expense.

Revenue recognition

Revenue from product and supply sales is recognized when the transaction occurs.
Camping and activity revenue is deferred and recognized when the activity takes place.

Realization of long-lived assets

Management evaluates the recoverability of the investment in long-lived assets on an
ongoing basis and recognizes any impairment in the year of determination. It is
reasonably possible that relevant conditions could change in the near term and necessitate
a change in management's estimate of the recoverability of these assets.

Income taxes

The Council is a not-for-profit organization that is exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code and comparable state law as a charitable
organization whereby only unrelated business income, as defined by Section 509(a)(1) of
the Code is subject to federal income tax. The Council currently has no unrelated
business income. Accordingly, no provision for income taxes has been recorded.

A tax position is recognized as a benefit only if it is “more likely than not” that the tax
position would be sustained in a tax examination, with a tax examination being presumed
to occur. The amount recognized is the largest amount of tax benefit that is greater than
50% likely of being realized on examination. For tax positions not meeting the “more
likely than not” test, no tax benefit is recorded. The Council had no material uncertain
tax positions that qualify for either recognition or disclosure in the financial statements as
of December 31, 2012 or 2011. It is the Council’s policy to recognize interest and/or
penalties related to income tax matters in income tax expense.
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As of December 31, 2012 or 2011, the Council has accrued no interest and no penalties
related to uncertain tax positions. It is the Council's policy to recognize interest and/or
penalties related to income tax matters in income tax expense.

The Council files U.S. Federal income tax returns. The Council is currently open to audit
under the statue of limitations for the years ended after December 31, 2008.

(q) Memorandum totals

The financial statements include certain prior year summarized comparative information
in total but not by fund or 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
Council's financial statements for the year ended December 31, 2011, from which the
summarized information was derived.

(r) Events occurring after reporting date

The Council has evaluated events and transactions that occurred between December 31,
2012 and April 22, 2013 which is the date that the financial statements were available to
be issued, for possible recognition or disclosure in the financial statements.

Credit risk and other concentrations

The Council generally maintains cash at financial institutions in excess of the federally insured
amount. The Council has not experienced any losses in such accounts and management
believes it is not exposed to any significant credit risk related to its cash held at financial
institutions.

The majority of the Council's public support and revenues are from donors and others in
Middle Tennessee. Accordingly, substantially all pledges and accounts receivables are due
from such individuals, companies, and organizations. The Council generally does not require
collateral to secure receivables.

Assets and liabilities measured at fair value

Fair value is a market-based measurement, not an entity-specific measurement. Therefore, a
fair value measurement should be determined based on the assumptions that market
participants would use in pricing the asset or liability. As a basis for considering market
participant assumptions in fair value measurements, fair value accounting standards establish
a fair value hierarchy that distinguishes between market participant assumptions based on
market data obtained from sources independent of the reporting entity including quoted
market prices in active markets for identical assets (Level 1), or significant other observable
inputs (Level 2) and the reporting entity’s own assumptions about market participant
assumptions (Level 3). There have been no changes in the fair value methodology used by the
Council at December 31, 2012 and 2011.

See Note 7 for presentation of the levels of investments.
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Pledges receivable

A summary of pledges receivable as of December 31, 2012 and 2011 is as follows:

2012 2011
Friends of Scouting $ 140,664 $ 257,716
United Way allocations 71,509 75,922
Development campaign 895,334 471.850
1,107,507 805,488

Less allowance for unamortized discount

and doubtful accounts 64.460 64.460
$ 1,043,047 $ 741,028

Pledges receivable at December 31, 2012 are due within one year.

In addition to the development campaign pledges receivable shown above, the Council has
been named as a beneficiary of certain estates and life insurance policies in the approximate
amount of $650,000 as of December 31, 2012. Because these are not unconditional promises to

give they are not recorded as an asset of the Council.

Investments

A summary of investments as of December 31, 2012 and 2011 is as follows:

Short-term investments $
Equities and equity funds

Bonds and bond funds

Certificate of deposit

Real estate and real estate investment funds

Notes receivable - Rock Island

$

2012 2011
273,603 $§ 252,462
10,683,401 9,948,086
2,262,885 2,057,554
213,745 204,343
324,268 336,570
2,101 2,101
13,760,003  $__ 12,801,116

The following schedule summarizes the investment income included in the statements of

activities for 2012 and 2011:

Interest and dividend income $
Net gains (losses)
Investment expenses

2012 2011
462,603  $ 458,437
982,391 (275,714)
(84.172) (79.825)

S__1360.822
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The above investment income is classified in the statement of activities for 2012 and 2011 as

follows:
2012 2011
Unrestricted $ 1,113,514 $ 234,322
Temporarily restricted 49,088 19,085
Permanently restricted 198,220 (150,509)

(7) Fair value measurements

$___1.360822 § 102,898

The following is a description of the valuation methodologies used for assets and liabilities
measured at fair value. There have been no changes in the methodologies used at December

31,2012 and 2011.

(i)  Short-term investments, equities and equity funds, bonds and bond funds, real estate
investment funds, and certificates of deposit: Valued at the closing price reported on
the active market on which the individual securities are traded.

(i)  Real estate: Valued at the estimated fair market price determined by third party

appraisal.

(iii) Note receivable: Valued at the outstanding balance, which approximates fair value.

The methods described above may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, while the Council's
management believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine fair value of
certain financial instruments could result in a different fair value measurement at the

reporting date.

The following table sets forth by level, within the fair value hierarchy, the Council’s assets and
liabilities measured at fair value on a recurring basis as of December 31, 2012 and 2011:

Fair Value Measurements as of

December 31, 2012 using the following inputs

Total Level 1 Level 2 Level 3
Investments:
Short-term investments $ 273603 § 273,603 $ - $ -
Equities and equity fund 10,683,401 10,683,401 - -
Bonds and bond fund 2,262,885 2,262,885 - -
Certificate of deposit 213,745 213,745 - -
Real estate and real estate
investment funds 324,268 12,488 - 311,780
Note receivable - Rock Island 2,101 - - 2.101
Total financial assets $_13,760,003 $_13.446,122 § - $ 313.881
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Fair Value Measurements as of
December 31, 2011 using the following inputs

Total Level 1 Level 2 Level 3
Investments:
Short-term investments $ 252462 § 252462 $ - $ -
Equities and equity fund 9,948,086 9,948,086 - -
Bonds and bond fund 2,057,554 2,057,554 = -
Certificate of deposit 204,343 204,343 - -
Real estate and real estate
investment funds 336,570 24,790 - 311,780
Note receivable - Rock Island 2,101 - - 2.101
Total financial assets $ 12.801.116 $ 12.487.235 $ - $ 313,881

There was no change in the value of level 3 investments during 2012 or 2011.

Land, buildings, and equipment

A summary of land, buildings and equipment as of December 31, 2012 and 2011 is as follows:

2012 2011
Land $ 50602486 $ 5,403,981
Council office building 2,989,238 2,989,238
Buildings - Boxwell Reservation,

Canoe Base and High Adventure 8,465,645 8,137,434
Roads - Boxwell Reservation 929,760 929,760
Furniture, fixtures and equipment:

Council office 398,227 350,109

Boxwell Reservation 945,188 934,735
Motor Vehicles 236,965 214,865
Construction in progress 1,175.410 885.191

20,742,919 19,845,313
Accumulated depreciation and amortization (6,824.,630) (6,362.235)

$__13.918,289

(9) Employee benefit plans

Retirement Plan

18

$__13.483,078

The National Council has a qualified defined benefit multiemployer retirement plan that
covers eligible employees of the National Council and this Council and is administered by the
National Council. The plan name is Boy Scouts of America Master Pension Trust - Boy Scouts
of America Retirement Plan for Employees (the "Plan"). Eligible employees contribute 2% of
compensation and the council contributes an additional 6.25% to the Plan. Pension expenses
for the years ending December 31, 2012 and 2011 totaled $145,496 and $131,250, respectively
and covered current service costs. The actuarial information for the Plan as of February 1,
2012, indicated that it is in compliance with ERISA regulations requiring funding.
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Thrift Plan

The Council has established a Thrift Plan covering substantially all of the employees of the
Council. Participants in the Thrift Plan may elect to make voluntary before-tax contributions
based on a percentage of their pay, subject to certain limitations set forth in the Internal
Revenue Code of 1986, as amended. The Council has elected to match employee contributions
to the Thrift Plan up to 50% of contributions from each participant, limited to 3% of each
employee’s gross pay. The Council contributed $41,460 and $34,766 to the Thrift Plan in 2012
and 2011, respectively.

Healtheare Plan

The Council's employees participate in a healthcare plan provided by the Boy Scouts of
America. The Council pays a portion of the cost for the employees, and the employees pay the
remaining portion and the cost for any of their dependents participating in the plan. During
the years ended December 31, 2012 and 2011, the Council remitted $233,851 and $228,655,
respectively, on behalf of its employees to the National Council related to the healthcare plan.

(10) Net assets

Although restricted contributions typically are reported as support that increases restricted
net assets, they may be reported as unrestricted support if the restrictions are met in the same
reporting period, the policy is followed consistently, and it is disclosed. Temporarily restricted
net assets are available for the following purposes at December 31, 2012 and 2011:

2012 2011

Development campaign expenditures $ 1,781,006 $§ 1,512,495
Scouting activities:

Camperships 96,436 95,392

Low income exploring 92,787 92,787
Property maintenance 44,611 44,611
Navigator scholarship 379,443 338,041
Laura Miller scholarship program 55,652 49,575
Connelly scholarship program 1,098 533
Friends of Scouting and other for future periods 251,583 307,536
United Way allocations for future periods 62,509 65,274

$__ 2,765125 $__ 2,506,244
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA Schedule 1

Changes in Unrestricted Net Assets (Operating Fund Only) Compared to Budget

Year ended December 31, 2012

Public support and revenue:
Direct public support:
Friends of Scouting
Special events, net of direct costs
Other direct support

Total direct public support

Indirect public support - United Way
Total public support

Other revenue:
Sales of supplies, net of cost of goods sold
Camping and related fees
Activity revenue
Product sales, net of cost of products sold
Investment income
Miscellaneous revenue

Total other revenue
Total public support and revenue

Expenses:
Employee compensation:
Salaries
Employment benefits
Payroll taxes

Total compensation expenses

Professional fees

Supplies and general expenses
Telephone

Postage and shipping

Occupancy expenses

Equipment rental and maintenance
Printing and publication

Travel and field operating expenses
Conference and meetings

Specific assistance

Recognition award

Insurance

Miscellaneous expenses
Unallocated payments to National Council

Total expenses

Increase in unrestricted net assets

Over
Operating Budget (Under)
Fund (Unaudited) Budget
$ 2,503,521 $ 2,800,000 (296,479)
162,934 222,000 (59,066)
9.704 - 9,704
2,676,159 3,022,000 (345,841)
178.819 185.000 (6.181)
2.854,978 3,207,000 (352,022)
473,759 457,300 16,459
1,200,128 1,159,675 40,453
332,788 319,257 13,531
558,560 680,000 (121,440)
584,875 425,000 159,875
40,317 65,000 (24.683)
3,190,427 3,106,232 84,195
0,045,405 6,313,232 (267.827)
2,733,674 3,061,300 (327,626)
538.103 552,500 (14,397)
206,983 241,147 (34,164)
3,478,760 3,854,947 (376,187)
113,374 118,750 (5,376)
875,728 892,143 (16,415)
58,507 54,725 3,782
51,001 55,000 (3,999)
398,504 393,950 4,554
131,953 108,200 23,753
24,224 23,450 774
284,222 298,450 (14,228)
45,926 51,000 (5,074)
106,552 111,500 (4,948)
51,674 47,250 4,424
124,463 126,757 (2,294)
71,142 68,130 3,012
68.930 72,500 (3,570)
5.884.960 6,276,752 (391,792)
$ 160.445 3 36,480 123,965

See accompanying independent auditors' report.



MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA Schedule 2
Changes in Unrestricted Net Assets (Operating Fund Only)

Years ended December 31, 2012 and 2011

2012 2011
Public support and revenue:
Direct public support:
Friends of Scouting $ 2,503,521 $ 2,389,922
Special events, net of direct costs 162,934 175,093
Other direct support 9,704 13,469
Total direct public support 2,676,159 2,578,484
Indirect public support - United Way 178,819 178,869
Total public support 2.854.978 2,757.353
Other revenue:
Sales of supplies, net of cost of goods sold 473,759 451,509
Camping and related fees 1,200,128 1,113,073
Activity revenue 332,788 291,871
Product sales, net of cost of products sold 558,560 530,900
Investment income 584,875 467,703
Miscellaneous revenue 40,317 46,347
Total other revenue 3,190,427 2.901.403
Total public support and revenue 6,045,405 5,658,756
Expenses:
Program services 4,977,088 4,738,561
Supporting services:
Management and general 241,450 231,630
Fundraising 597,492 590,558
Unallocated payments to National Council 68,930 68,930
Total expenses 5,884.960 5,629,679
Increase in unrestricted net assets $ 160,445  § 29.077

See accompanying independent auditors' report.
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The endowment pool market value to net asset analysis as of December 31, 2012 is as follows:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment pool:
Donor-restricted $ - $ 727,138 $ 11,187,647 $§ 11,914,785
Board-designated (656.654) - - (656,654)
(656,654) 727,138 11,187,647 11,258,131
Other net assets 106.478 - - 106.478
Total $ (550,176) $ 727,138 $__11,187.647 $_ 11,364,609

The endowment pool market value to net asset analysis as of December 31, 2011 is as follows:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment pool:
Donor-restricted $ - S 678,050 § 10,980,727 $ 11,658,777
Board-designated (1,117.382) - - (1,117,382)
(1,117,382) 678,050 10,980,727 10,541,395
Other net assets 83.508 - - 83.508
Total $__(1.033.874) $ 678,050 $__10,980,727 $_ 10,624,903
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Permanently restricted net assets consist of the following at December 31, 2012 and 2011:

2012 2011
Investments in perpetuity, the income from which is
expendable to support:
Scouting activities h 744,947  $ 668,989
Property maintenance 315,963 287,679
Camp Craig property maintenance 34,437 32,584
Laura Miller scholarship program 385,261 353,529
Connelly scholarship program 27,430 25,080
Any activities of the Council 9.679.609 9.612.866

§__11,187,647 $__10,980,727

(11) Endowment

The Council’s Endowment Fund includes donor-restricted endowment funds. As required by
accounting principles generally accepted in the United States, net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-
imposed restrictions. Unrestricted net assets, identified by the Council’s Board of Directors to
be used for future investment and growth, are included in unrestricted net assets—board
designated.

The Council has interpreted the State Prudent Management of Institutional Funds Act
(“SPMIFA”) as requiring the preservation of the fair value of the original gift as of the gift
date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Council classifies as permanently restricted net
assets: (a) the original value of gifts donated to the permanent endowment, (b) the original
value of subsequent gifts to the permanent endowment, and (¢) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. The remaining portion of the
donor-restricted endowment fund that is not classified in permanently restricted net assets is
classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Council in a manner consistent with the standard of prudence prescribed
by SPMIFA. In accordance with SPMIFA, the Council considers the following factors in
making a determination to appropriate or accumulate donor-restricted endowment funds:

(1)  The duration and preservation of the fund

(2)  The purposes of the Council and the donor-restricted endowment fund

(3) General economic conditions

(4)  The possible effect of inflation and deflation

(5)  The expected total return from income and the appreciation of investments
(6)  Other resources of the Council

(7)  The investment policies of the Council
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Notes to the Financial Statements

December 31,2012 and 2011

Total Net Temporarily Permanently Endowment
Unrestricted Restricted Restricted Assets
Endowment net assets,

December 31, 2010 $ (663,236) $ 658,965 § 10,918,263 10,913,992
Contributions 18,430 - 212,973 231,403
Investment income

(loss) 546,612 122,016 (150,509) 518,119
Net depreciation (533,452) (25,789) - (559,241)
Amounts appropriated

for expenditures - (77,142) - (77,142)
Investment fees (50,061) - - (50,061)
Transfers (352.167) - - (352,167)
Endowment net assets,

December 31, 2011 (1,033,874) 678,050 10,980,727 10,624,903
Contributions 13,462 - 8,700 22,162
Investment income 364,486 48,423 198,220 611,129
Net appreciation 596,608 25,142 - 621,810
Amounts appropriated

for expenditures - (24,477) - (24,477)
Investment fees (51,241) - - (51,241)
Transfers (439.677) - - (439.677)
Endowment net assets,

December 31, 2012 b (550.176) $ 727138 §_ 11,187,647 11,364,609

From time to time, the fair value of assets associated with individual donor restricted
endowment funds may fall below the level the donor or SPMIFA requires the Council to
retain as permanently restricted. Deficiencies of this nature result from unfavorable market
fluctuations and would be included in unrestricted net assets. As shown above, deficiencies of
$550,176 and $1,033,874 existed at December 31, 2012 and 2011, respectively.
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(12) Operating leases

The Council has entered into various operating leases for a fleet of automobiles and certain
office equipment. The automobile leases are noncancelable, contain certain mileage
restrictions and are for three year terms.

A summary of approximate future minimum payments under these equipment leases as of
December 31, 2012 is as follows:

Year Amount

2013 $ 174,000
2014 119,000
2015 115,000
2016 1,500
2017 500

$ 410,000

Lease expense amounted to approximately $144,000 in 2012 and $138,000 in 2011.

(13) Related party transactions

Board members of the Council are employed at banks and investment firms where the
Council maintains significant account balances. As of December 31, 2012 and 2011, deposits
with the banks were $936,779 and $1,324,978, respectively. As of December 31, 2012 and
2011, investments were $13,760,003 and $12,801,116, respectively.

The Council receives commissions on internet sales at a rate of 6% from the National Council.
During 2012 and 2011, the Council received commissions amounting to $2,622 and $2,917,

respectively.

(14) Potential impact of policy change in membership standards

Subsequent to December 31, 2012, Boy Scouts of America asked local councils to evaluate the
potential impact of a policy change in membership standards. The Council evaluated the
potential impact of the policy change through inquiries with local volunteers, chartered
partner organizations and donors. The results of the evaluation indicated a potential adverse
effect upon the Council’s membership, financial results, volunteer participation and chartered
partner relationships if the policy were to change. The Council’s evaluation noted minimal
impact to the organization if the current membership policy is retained.
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