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ANNUAL MEETING
APRIL 9, 2011
TREASURER'S REPORT
SHIRLEY EDWARDS, TREASURER

I am here today to present our annual report on the financial condition of the Girl Scout Council of the Nation’s Capital.  As in past years, this report will include an overview of the audited financial statements for the previous fiscal year ended June 30, 2010.   You may remember at last year’s meeting, my report included information on the net assets of Girl Scouts of Shawnee Council that became a part of GSCNC’s assets in October of 2009.  However, now after a full year as ‘One Great New Council’, my report for this year will reflect the combined assets of both councils.
As I begin my report, I want to alert you that the deficit we show for FY’10 is an audit deficit not a Cash Flow deficit.  For audit purposes, we have to record accrued expenses such as depreciation and amortization that have no current year cash impact. Our FY’10 cash flow from operations finished positive and our total net assets increased.  Therefore, we remain in a strong fiscal position and are ready for all that 2011 will bring.  Again this year, GSCNC’s audit was completed by the CPA firm, BDO - USA, LLP.  Their report, along with the Council’s financial statements, was included in the information available for today’s meeting.  I am pleased to report that BDO has again stated that we have presented fairly, in all material respects, the financial position of the council in conformance with accounting principles generally accepted in the United States of America.  

We will first review the Net Assets and then the Revenue and Expenses for GSCNC in FY’10.  
NET ASSETS

First, the Net Assets.
Net Assets Slide
At the end of fiscal year 2009, the total Net Assets for the Council were $13.5 million. As of June 30, 2010, our total Net Assets had increased to $14.9 million. The slide on the screen shows the breakdown of the Net Assets by category.  The increase in total Net Assets for FY’10 is primarily the result of the addition of the Girl Scouts of Shawnee Council’s net assets as well as the introduction of the Jan Verhage Endowment Fund for Camperships.  We raised over $700,000 for this important new endowment fund.  As you can see, we saw increases in each of our net asset classes.
The first Net Asset category, Operations, contains the funds primarily used for the day to day operation of the Council. The product sales, which include both the Fall Product and Cookie Sales, SHARE contributions and program revenue go into this category and the expenses for salaries, program costs, financial aid, occupancy, and camp maintenance are paid out of these funds.  At the end of FY’10 we had $8 million of net assets remaining in this fund. 

The second category is Capital (also known as the Land, Building, & Equipment Fund); Net Assets in this Fund totaled $5.2 million at the end of FY’10.  
The last net asset category is Endowments.  These Permanently Restricted Net Assets are from donor designated bequests and trusts.  As I mentioned earlier, the money raised for the Jan Verhage Endowment for Camperships of $720,000 plus the transfer of the endowment assets from the Girls Scouts of Shawnee Council of $110,000 resulted in an $830,000 increase to the overall Endowment Fund in 2010.  The principal balance of the endowment funds are permanently restricted, which means they cannot be spent on annual operating expenses.  The income earned from the investment of these funds is only to be used in accordance with the wishes of the donor.
Pie Chart Slide

This next slide is a breakdown of the council’s Net Assets by percentage.  As the chart shows, 54% of the council’s net assets are in the Operations category; 35.1% are in the Capital or Fixed Assets category; and 10.9% of the net assets are in Endowed Funds that are permanently restricted as designated by the donors.  I am delighted to report that the Endowment Fund increased 104% as a result of the $830,000 that we added in 2010.
Bar Graph Slide
On the next slide we will take a look at how the Operating, Capital and Total Net Assets have changed over the last five years.  This slide shows a comparison of the net assets for each year from fiscal year 2006 through fiscal year 2010.

As this graph shows, Operating Net Assets increased to $8 million in 2010 after declining to $7.6 million in fiscal year 2009.  The Land, Building and Equipment Fund also increased; up from $5.1 million in the prior year to $5.2 million in FY 10. 
The last set of bars on this chart show the change in the total Net Assets.  In fiscal year 2009, the Council had $13.5 million in total Net Assets.  At the end of fiscal year 2010 the total net assets were $14.9 million.  After reporting for the previous two years that we had experienced decreases in total net assets; I am happy to be able to report the break in that trend for 2010.  It is clear that we have weathered this economic storm and are finally seeing clear skies.
Statement of Activities Slide
This slide shows public support, revenue and expenses, expressed in thousands of dollars for various income sources and the expenses separated into the program services, supporting services and capital expense categories.
PUBLIC SUPPORT AND REVENUE

In revenue, we had Net Product Sales of more than $9.1 million in 2010 up from $8.1 million in 2009 primarily due to the addition of the Fall Product Sale and the expanded council boundaries for cookie sale opportunities.  This has resulted in GSCNC having the World’s largest Girl Scout cookie sale, as verified by GSUSA and Little Brownie Bakers.  Camping & Program fee revenue was up in FY’10 to $1.2 million; as we made additional Sleep Away camp opportunities at Potomac Woods and Winona available to our girls.  Corporate & Foundation contributions and government grants totaled $1 million for FY’10 and the SHARE campaign generated $620,000 in council revenue.   Each of these categories is up over the previous year, which is reflective of the generous donations from you and the many other Girl Scout families and Corporate and Foundation donors.  I am also very happy to report that unlike in 2009, we had positive investment returns from our portfolio and other income totaling $257,000.  This is a notable recovery from the investment loss recorded in 2009 of $570,000.  
Overall, fiscal year 2010 revenue was recorded at $13.8 million.
EXPENSES

Expenses associated with program services accounted for nearly 85% of the total expenses of the Council – for a total of $12.2 million in FY’10.  Expenses for supporting services, that is, the expenses associated with management and general administrative functions and fund raising cost -- totaled $2.2 million.  This ratio of program cost vs. other cost indicates that .85 cents of each dollar spent by the council is spent on delivering program services for girls.  This is an excellent ratio compared to the industry accepted percentages of 75% to 25%.  This is another example of how we are 100% committed to our program missions.
Capital Expenses, which are primarily depreciation on our buildings and equipment, totaled $952,000 in 2010.   For fiscal year 2010, GSCNC’s total expenses were $14.5 million.  As a result of the merger with the Girl Scouts of Shawnee Council, we experienced a 10% increase in overall expenses, as was anticipated when we planned for this expansion of our council.
In the audit report that was a part of the delegate packet there is a detailed breakdown of the expense categories on page 7 in the report titled “Statement of Functional Expenses.” That report shows the expense line items categorized by Troop-Type Services, Resident Camps, Day Camps, Adult Volunteer Development, Fund Raising, and Management and General.  In the interest of time, I will not go into extensive detail about each expense line.  If you have specific questions about any of the financial statements, please see our CFO, Kavin Owens or Dawn Murphy, the Finance Manager. 
So as these slides have shown, FY’10 was a good year for GSCNC financially, but still not without its challenges.  I feel, it is notable to point out that financial assistance to girls increased by 13%; up from $451,000 to $510,000 in recognition of the financial challenges that our girls and their families face.  This continues to show GSCNC’s commitment to ensuring that Girl Scouting is available to any girl who wants to participate; we never want to lose sight of that commitment.  The Board also approved an allocation of $200,000 toward the reserve fund to get us closer to our reserve goals.  Therefore, I am able to report that despite finishing fiscal year 2010 with a net deficit, GSCNC is still in a very strong financial position with substantial net assets and strong programs– and that is what matters.
Operating Reserves
The last slide I want to show you is the comparison of the council’s current operating reserves against the established GSUSA goal. 
In 1996, the Board established a fund called the Board Reserve.  In accordance with the guidelines of GSUSA, it is the goal of the council to build a reserve fund equal to 50% or 6-months of annual operating expenses.  These reserves are established so that we have sufficient working capital to carry us through unexpected declines in revenues or unanticipated expenses—in other words, a rainy day fund.  In 2010, the fund is at 31% or 3.66 months of fiscal year 2010 operating expenses.  Currently, we are over halfway to the GSUSA recommended reserve.  We predict that it will take at least 2 – 3 more years to reach the 6 month reserve goal.  Therefore, the Board has allocated approximately $300,000 in our 2011 budget towards the Board Reserve fund. Additional allocations will be examined as a part of the budget process each year.
That concludes my report on the 2010 audit.   Are there any questions on what I have reviewed thus far?
Now, let me give you a brief update on how we are doing in fiscal year 2011.
Operating Income for the first nine months of fiscal year 2011 is $13.3 million. That level of income means we have achieved over 97% of our budgeted income for the fiscal year.  Our operations through March 31, 2011, include the majority of the revenue we would expect to generate from this year’s Cookie Sale, SHARE and the Fall Product Sale.  The 2011 Cookie Sale was very successful due to the additional revenue generated by the price increase and we have exceeded our budget projections by over 100,000 boxes!!  To date, despite the price increase, GSCNC troops have sold 4.35 million boxes of cookies for the 2011 sale.  As a result, troop proceeds from cookie sales will be more than $3.0 million.
Operating Expenses as of the end of March 2011 were at $9.5 million, which is 71% of the budgeted expenses for the year.  Overall operating expenses are in line with where we projected them to be at this point in the fiscal year.  The Council has continued many budget savings steps that were instituted in previous years in response to the down-turn in the economy and its potential lasting effects on the council’s finances.  I am happy to report that with the increased income from the Cookie Sale and other fundraising; as well as the continued diligence in managing spending; the council is projected to finish the 12 months ending June 30, 2011 with a surplus.
On a final note after much consideration, the Board approved a recommendation from the Governance Committee to change the council’s fiscal year-end from June 30th to September 30th starting with fiscal year 2011.  This fiscal year-end change will bring GSCNC’s financial reporting year in line with the current Girl Scout membership year.  Going forward, the fiscal year will begin on October 1st and end on September 30th.  As a result of this change, my 2011 Financial Statement report for next year will include 15-months of council operations.
This concludes my report on the current financial condition of the Girl Scout Council of the Nation’s Capital.

ARE THERE ANY QUESTIONS?

