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INDEPENDENT AUDITORS' REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of Middle Tennessee Council, Inc., Boy Scouts of
America ("Council") (a not-for-profit organization) which are comprised of the statement of financial position as
of December 31, 2016, and the related statements of changes in net assets, 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.

Auditors' 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 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 Middle Tennessee Council, Inc., Boy Scouts of America as of December 31, 2016, 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 2015 financial statements, and our report dated April 13, 2016
expressed an unmodified opinion on those financial statements. In our opinion, the summarized comparative
information presented herein as of and for the year ended December 31, 2015, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Report on Supplemental Information

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 26 and 27 is presented for the purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of
management and, except for the information discussed below, 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. The budget information on page 26 marked as "unaudited” is the responsibility of management and has
not been subjected to the auditing procedures applied in the audit of the financial statements. Accordingly, we
do not express an opinion or provide any assurance on that information.

L@MC/ C

Brentwood, Tennessee
April 12,2017
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2016 and 2015

(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, and operates in Nashville, Tennessee,
including 37 counties of Middle Tennessee, and Fort Campbell, Kentucky. The Council has four
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—One-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.

10
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2016 and 2015

STEM (Science, Technology, Engineering, and Mathematics)—Program designed to teach young
people subject areas such as mathematics and science by incorporating technology and
engineering into regular curriculum.

The Council’'s website address is www.mtcbsa.org.

Summary of significant accounting policies

(a)

(b)

(c)

Prior-period information

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, 2015, from which the summarized information
was derived.

Basis of accounting

The financial statements of the Organization have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States.
Accordingly, the accounts of the Council are reported in the following net asset categories:

Unrestricted Net Assets - Unrestricted net assets represent available resources other than
donor-restricted contributions. These resources may be expended at the discretion of the
Board of Directors.

Temporarily Restricted Net Assets - Temporarily restricted net assets represent
contributions that are restricted by the donor as to purpose or time of expenditure and also
include accumulated investment income and gains on donor-restricted endowment assets
that have not been appropriated for expenditure.

Permanently Restricted Net Assets - Permanently restricted net assets represent resources
that have donor-imposed restrictions requiring that the principal be maintained in
perpetuity but permit the nonprofit organization to expend all or part of the income earned
thereon.

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.
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2016 and 2015

The Council prepares financial statements in accordance with Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) 958-205, Presentation of
Financial Statements ("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.

Restricted Cash

The Council considers cash maintained for the Navigator Scholarship program to be
restricted for the distribution of future scholarships.

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 which 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.

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, 2016 and 2015.

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.
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December 31, 2016 and 2015

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, Investments - Debt and Equity Securities, 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.

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.
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2016 and 2015

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 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 of physical properties are provided over
the estimated useful lives of the respective assets on a straight-line basis. Annual
depreciation is charged to the Capital Fund.

Inter fund loans

The inter fund loans result from the Endowment Fund and Operating Fund making advances
of surplus cash funds to the Operating Fund and Capital Fund for operating purposes.

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.

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.
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MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF AMERICA
Notes to the Financial Statements

December 31, 2016 and 2015

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 $34,026 in 2016 and $36,572 in 2015.

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.

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.

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 which 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.

Advertising

Advertising costs are charged to operations in the period in which the advertisement is
placed. Advertising for 2016 and 2015 amounted to approximately $8,000 and $6,000,
respectively.

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 (the "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.
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December 31, 2016 and 2015

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, 2016 or 2015. 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 and is generally open to audit under the
statute of [imitations for three tax years from the date the return was filed.

(t) Reclassifications

Certain reclassifications have been made to the 2015 summarized financial statement
information to conform to the current year presentation. These reclassifications had no
effect on the change in net assets for 2015.

(u) Events occurring after reporting date

The Council has evaluated events and transactions that occurred between December 31,
2016 and April 12, 2017 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 receivable 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).
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See Note 7 for presentation of the fair value measurement levels of investments.

(5) Pledges receivable

(6)

A summary of pledges receivable as of December 31, 2016 and 2015 is as follows:

2016 2015

Friends of Scouting S 315,353 § 384,777
United Way allocations 53,497 52,197
Development campaign 300,000 400,000
668,850 836,974

Less allowance for unamortized discount
and doubtful accounts 8,181 14,446
Total pledges receivable 660,669 822,528
Less current portion of pledges receivable (464,334) (530,709)
Long-term portion of pledges receivable S 196,335 $ 291,819

Pledges receivable at December 31, 2016 are due within one year, excluding approximately
$200,000 of the development campaign pledges receivable which are due within two years.
Development campaign pledges at December 31, 2016 consist of pledges from one major donor.
Pledges receivable due in more than one year are reflected at the present value of estimated
future cash flows using a discount rate of approximately 1.85%.

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. As these do not meet the
definition of unconditional promises to give they are not recorded as an asset of the Council.

Investments

A summary of investments as of December 31, 2016 and 2015 is as follows:

2016 2015
Short-term investments S 345,716 S 469,488
Equities and equity funds 12,684,080 11,716,393
Bonds and bond funds 2,573,695 2,359,467
Real estate 214,200 214,200
Notes receivable - Rock Island 2,101 2,101

$_ 15,819,792 $_ 14,761,649
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The following schedule summarizes the investment income included in the statement of changes
in net assets for 2016 and 2015:

2016 2015
Interest and dividend income ) 400,496 S 415,422
Net gains (losses) 893,674 (704,601)
Investment expenses (96,040) (100,541)

$ 1,198,130 $ (389,720)

The above investment income is classified in the statement of changes in net assets for 2016 and
2015 as follows:

2016 2015
Unrestricted $ 1,090,468 $ (126,483)
Temporarily restricted 920 6,667
Permanently restricted 106,742 (269,904)

$_ 1,198,130 S {389,720)

(7) Fair value measurements

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,
2016 and 2015.

(i) Short-term investments, equities and equity funds, and bonds and bond funds: 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 principal 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.
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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, 2016 and 2015:

Fair Value Measurements as of
December 31, 2016 using the following inputs

Total Level 1 Level 2 Level 3
Investments:
Short-term investments S 345,716 $ 345,716 S - S -
Equities and equity fund 12,684,080 12,684,080 - -
Bonds and bond fund 2,573,695 2,573,695 - -
Real estate 214,200 - - 214,200
Note receivable - Rock Island 2,101 - - 2,101
Total financial assets $ 15,819,792 $ 15,603,491 S - S 216,301
Fair Value Measurements as of
December 31, 2015 using the following inputs
Total Level 1 Level 2 Level 3
Investments:
Short-term investments S 469,488 S 469,488 S - S -
Equities and equity fund 11,716,393 11,716,393 - -
Bonds and bond fund 2,359,467 2,359,467 - -
Real estate 214,200 - - 214,200
Note receivable - Rock Island 2,101 - - 2,101
Total financial assets $ 14,761,649 S 14,545,348 $ - S 216,301
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Land, buildings, and eguipment

A summary of land, buildings and equipment as of December 31, 2016 and 2015 is as follows:

2016 2015
Land $ 5324687 $ 5,602,486
Council office building 3,101,545 2,989,238
Buildings - Camps 12,632,117 12,573,271
Roads - Boxwell Reservation 929,760 929,760
Furniture, fixtures and equipment:
Council office 336,652 336,652
Camps 1,110,519 1,050,813
Motor Vehicles 258,963 309,281
Construction in progress 118,610 1,804
23,812,853 23,793,305
Accumulated depreciation (8,928,959) (8,423,919)

$_ 14,883,894 $_ 15,369,386

During 2016, the Council sold two parcels of land that resulted in a gain of approximately
$634,000.

Employee benefit plans

Retirement Plan

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 the Boy Scouts of America Retirement Plan for Employees (the "Plan")
and the Plan's three-digit plan number and its Employer Identification Number ("EIN") are 001
and EIN 22-1576300, respectively. The risks of participating in the multiemployer plan are
different from a single employer pian in that the assets contributed to a multiemployer plan may
be used to provide benefits to employees of other participating employers (i.e. other local
councils). And, if a participating employer stops contributing to the plan, the unfunded
obligations of the plan will be borne by the remaining participating employers.

Eligible employees contribute 2% of compensation and the Council contributes an additional 7%
to the Plan. Pension expenses for the years ending December 31, 2016 and 2015 totaled
$128,218 and $121,345, respectively, and covered current service costs. The actuarial
information for the Plan as of February 1, 2016, indicated that the Plan is in compliance with the
Employee Retirement Income Security Act of 1974 ("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 Code. 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 $39,212 and $36,283 to the Thrift Plan in 2016 and 2015, respectively.

Healthcare Plan

The Council's employees participate in a healthcare plan provided by the National Council. 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, 2016 and 2015, the Council remitted $252,985 and $237,005, 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, 2016 and 2015:

2016 2015

Development campaign S 469,226 S 270,074
Scouting activities:

Camperships 415,115 415,115

Low income exploring 92,787 92,787
Property maintenance 44,611 44,611
Navigator scholarship 122,814 164,314
Laura Miller scholarship program 77,293 77,022
Connelly scholarship program 4,682 4,033
Friends of Scouting and other for future periods 430,458 344,901
United Way allocations for future periods 52,980 46,129

$__ 1,709,966 $__ 1,458,986
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Permanently restricted net assets consist of the following at December 31, 2016 and 2015:

2016 2015
Investments in perpetuity, the income from which is
expendable to support:
Scouting activities S 923,215 § 883,383
Property maintenance 366,736 345,915
Camp Craig property maintenance 39,986 39,986
Laura Miller scholarship program 459,470 443,401
Connelly scholarship program 52,899 49,076
Any activities of the Council 9,691,775 9,663,978

$_ 11,534,081 S_ 11,425,739
(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 (c) 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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The endowment pool market value to net asset analysis as of December 31, 2016 is as follows:

Unrestricted

Endowment pool:

Temporarily Permanently
Restricted Restricted

Total

Donor-restricted $ - S 634,488 S 11,534,081 S 12,168,569
Board-designated 1,564,961 - - 1,564,961
1,564,961 634,488 11,534,081 13,733,530

Other net assets 47,058 - - 47,058
Total S 1,612,019 S 634,488 $_ 11,534,081 $_ 13,780,588

The endowment pool market value to net asset analysis as of December 31, 2015 is as follows:

Unrestricted

Endowment pool:

Temporarily Permanently
Restricted Restricted

Total

Donor-restricted S - S 633,568 $§ 11,425,739 S 12,059,307
Board-designated 789,512 - - 789,512
789,512 633,568 11,425,739 12,848,819

Other net assets 173,631 - - 173,631
Total $ 963,143 S 633,568 $_ 11,425,739 $_ 13,022,450
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Changes in endowment net assets as of December 31, 2016 and 2015 are as follows:

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

December 31, 2014 1,418,810 $ 791,215 $ 11,695,293 $ 13,905,318
Contributions 82,467 - 350 82,817
Investment income 81,563 107,127 - 188,690
Net appreciation

(depreciation) (398,195) - (269,904) (668,099)
Amounts appropriated

for expenditures - (100,460) - (100,460)
Investment fees (59,579) - - (59,579)
Transfers (161,923) (164,314) - (326,237)
Endowment net assets,

December 31, 2015 963,143 633,568 11,425,739 13,022,450
Contributions 207,230 - 1,600 208,830
Investment income 81,772 103,497 - 185,269
Net appreciation

(depreciation) 492,882 - 106,742 599,624
Amounts appropriated

for expenditures - (102,577) - (102,577)
Investment fees (59,716) - - (59,716)
Transfers (73,292) - - (73,292)
Endowment net assets,

December 31, 2016 1,612,019 $ 634,488 $_ 11,534,081 S_ 13,780,588

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, no such deficiencies existed
as of December 31, 2016 or 2015.
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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, 2016 is as follows:

Year Amount

2017 S 106,000
2018 98,000
2019 12,000
2020 8,000

S 224,000
Lease expense amounted to approximately $135,000 in 2016 and $141,000 in 2015. Leases which
expire are likely to be renewed or replaced by other leases; thus, it is anticipated future lease

payments will not be less than the expense for 2016.

(13) Related party transactions

At December 31, 2016 and 2015, accounts payable to an affiliate totaled $2,351 and $38,232,
respectively.

Board members of the Council are employed at banks and investment firms where the Council
maintains significant account balances.
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Changes in Unrestricted Net Assets (Operating Fund Only) Compared to Budget

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

Net assets released from restrictions - restrictions

satisfied by payments

Total public support and revenue

Expenses:
Employee compensation:
Salaries
Employment benefits
Payroll taxes
Employee Related Expenses

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

Transfer to capital fund

Increase in unrestricted net assets

Year ended December 31, 2016

Over

Operating Budget {Under)

Fund (Unaudited} Budget
2,433,610 $ 2,392,000 S 41,610
177,795 170,500 7,295
32,916 25,000 7,916
2,644,321 2,587,500 56,821
128,038 141,954 {13,916)
2,772,359 2,729,454 42,905
452,692 462,420 (9,728)
1,560,534 1,583,535 {23,001)
298,728 320,869 (22,141)
657,017 701,500 (44,483)
648,822 551,781 97,041
30,901 28,500 2,401
3,648,694 3,648,605 89
41,500 - 41,500
6,462,553 6,378,059 42,994
2,908,906 2,947,777 {(38,871)
541,374 538,272 3,102
225,524 263,253 {37,729)
- 30,000 {30,000)
3,675,804 3,779,302 {103,498)
67,545 64,134 3,411
1,048,322 1,020,374 27,948
62,044 63,900 {1,856)
41,606 47,700 {6,094)
478,438 448,535 29,903
81,342 124,200 (42,858)
7,374 14,300 (6,926)
187,995 282,236 {94,241)
27,533 39,400 (11,867)
94,917 84,500 10,417
34,678 40,500 (5,822)
208,215 206,788 1,427
84,363 77,000 7,363
70,791 78,000 (7,209)
6,170,967 6,370,869 (199,902}
125,000 - 125,000
166,586 $ 7,190 $ 159,396

See accompanying independent auditors' report.



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

Years ended December 31, 2016 and 2015

2016 2015
Public support and revenue:
Direct public support:
Friends of Scouting S 2,433,610 $ 2,349,818
Special events, net of direct costs 177,795 174,709
Other direct support 32,916 5,058
Total direct public support 2,644,321 2,529,585
Indirect public support - United Way 128,038 140,700
Total public support 2,772,359 2,670,285
Other revenue:
Sales of supplies, net of cost of goods sold 452,692 443,636
Camping and related fees 1,560,534 1,546,395
Activity revenue 298,728 262,295
Product sales, net of cost of products sold 657,017 623,914
Investment income 648,822 412,681
Miscellaneous revenue 30,901 32,050
Total other revenue 3,648,694 3,320,971
Net assets released from restrictions - restrictions
satisfied by payments 41,500 -
Total public support and revenue 6,462,553 5,991,256
Expenses:
Program services 5,223,401 4,886,955
Supporting services:
Management and general 308,261 287,929
Fundraising 568,514 537,506
Unallocated payments to National Council 70,791 70,791
Total expenses 6,170,967 5,783,181
Transfer to capital fund 125,000 100,000
Increase in unrestricted net assets $ 166,586 S 108,075

See accompanying independent auditors' report.
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