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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
MARSOC Foundation
Temecula, California

We have audited the accompanying financial statements of MARSOC Foundation (a nonprofit
corporation), which comprise the statement of financial position as of December 31, 2018 and
the related statements of activities, statements of 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.

Auditor's 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of MARSOC Foundation as of December 31, 2018 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.

Temecula, California
June 15, 2019



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2018

ASSETS

CURRENT ASSETS:
Cash
Prepaid expenses and deposits
TOTAL CURRENT ASSETS

Investments, at fair market value
Cash restricted for special purpose

TOTAL OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accrued expenses

NET ASSETS:
Without donor restrictions
With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See notes to financial statements.

1,091,584
82,866

1,174,450

537,937
16,095

554,032

1,728,482

54,061

1,658,326
16,095

1,674,421

$

1,728,482




MARSOC FOUNDATION

DBA MARINE RAIDER FOUNDATION

(A NON-PROFIT CORPORATION)
STATEMENT OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2018

Without Donor

With Donor

Restrictions Restrictions Total
SUPPORT AND REVENUE:
Contributions $ 1663831 $ 1,000 $ 1,664,881
Funds released from restrictions 379,244 (379,244) -
Interest income 2,151 - 2,151
Investment return, net (44,674) - (44,674)
Miscellaneous Income 4,934 - 4,934
TOTAL SUPPORT AND REVENUE 2,005,536 (378,244) 1,627,292
PROGRAM SERVICE EXPENSES:
Program expenses 742,823 - 742,823
SUPPORT SERVICE EXPENSES:
Administrative Expense 37,900 - 37,900
Fundraising Expense 502,469 - 502,469
TOTAL SUPPORT
SERVICE EXPENSES 540,369 - 540,369
TOTAL EXPENSES 1,283,192 - 1,283,192
CHANGE IN NET ASSETS 722,344 (378,244) 344,100
BEGINNING NET ASSETS 935,982 394,339 1,330,321
ENDING NET ASSETS $ 1658326 $ 16,095 $ 1,674,421

See notes to financial statements.



Advertising and marketing
Apparel

Awards

Bank charges
Consulting

Dues and subscriptions
Entertainment
Fundraising expense
Insurance

Legal and professional
Office Supplies
Outside services
Payroll taxes

Postage and delivery
Printing and reproduction
Salaries

Specific Assistance
Special event expense
Staff development
Supplies

Taxes and licenses
Telephone and internet
Travel

TOTAL FUNCTIONAL
EXPENSES

MARSOC FOUNDATION

DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2018

Program Services

Raider Family Raider Legacy Tragedy Assistance Total General and Total
Support Resiliency and Preservation Survivor Support Program Administrative Fundraising Expenses
- - 98 - 98 - 5 - - 8§ 1,710 § 1,710
- - - - - - 19,329 19,329
- - - - - - 6,219 6,219
- - - - - 137 10,823 10,960
- - - - - 1,050 - 1,050
- - - - - 4,020 979 4,999
- - - - - - 17,773 17,773
- - - - - 28,757 28,757
- - - - - 4,186 - 4,186
- - - - - 15,724 - 15,724
22 - - 157 179 761 203 1,143
- - - 48,777 48,777 1,399 1,995 52,171
2,170 1,073 1,138 1,753 6,134 434 6,235 12,803
- 40 - 80 120 545 1,420 2,085
- - - - - 435 290 725
27,923 13,610 14,500 22,044 78,077 4,302 78,774 161,153
192,323 103,619 94,708 212,895 603,545 - - 603,545
- - - - - - 291,565 291,565
- - - - - 1,152 - 1,152
298 - - 1,130 1,428 227 23,143 24,798
- - - - - 1,011 - 1,011
- - - - - 2,322 50 2,372
2,085 - 173 2,305 4,563 195 13,204 17,962
224,821 118,342 § 110,519 § 289,141 § 742,823 37,900 § 502,469 § 1,283,192




MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
STATEMENT OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2018

2018
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 344,100
Adjustments to reconcile change in net assets to
Net cash provided by operating activities
Unrealized (gains)/losses 68,121
Contributions restricted for special purpose (1,000)
Decrease (Increase) in Operating Assets
Contributions receivable 135,000
Prepaid expenses and deposits (61,235)
Increase (Decrease) in Operating Liabilities
Accrued expenses 25,994
Promises to give (250,000)
NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES 260,980
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments (210,406)
Sale of Investments 186,959
NET CASH FROM INVESTING ACTIVITIES (23,447)
INCREASE (DECREASE) IN CASH 237,533
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 854,051
CASH AND CASH EQUIVALENTS
AT END OF YEAR $ 1,091,584

See notes to financial statements.



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 1 — NATURE OF ACTIVITIES

Nature of Activities

MARSOC Foundation (the “Organization”) is a nonprofit public benefit organization,
incorporated in April 2011. The specific and primary purpose of the Organization is to provide
benevolent support to active duty and medically retired “MARSOC” personnel and their
families, as well as to families of marines and sailors who have lost their lives in service to our
nation.

On December 31, 2017, the U.S. Marine Raider Foundation, Inc. (Raider Foundation) merged
with the MARSOC Foundation. The MARSOC Foundation and the Raider Foundation found
they had certain similar purposes and it would better serve the beneficiaries of their support to
combine efforts and become one entity. The merger stipulated the total assets of the Raider
Foundation would be transferred to the MARSOC Foundation. There was no consideration
given. Therefore, the total cash transferred to the MARSOC Foundation was treated as an
inherent contribution and there was no goodwill recognized.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements of the Organization have been prepared on the accrual basis in
accordance with accounting principles generally accepted in the United States of America. The
financial statements are presented in accordance with Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) 958 dated August 2016, and the provisions of
the American Institute of Certified Public Accountants (AICPA) “Audit and Accounting Guide
for Not-for-Profit Organization” (the “Guide”). (ASC) 958-205 was effective January 1, 2018.

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

Net Assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
Organization. The Organization’s board may designate assets without restrictions for specific
operation purposes from time to time.

Net Assets with donor restrictions: Net assets subject to stipulations imposed by donors, and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Organization or the passage of time. Other donor restrictions are perpetual in
nature, where by the donor has stipulated the funds be maintained in perpetuity.




MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions

Unconditional contributions are recognized when pledged and recorded as net assets without
donor restrictions or net assets with donor restrictions, depending on the existence and/or nature
of any donor-imposed restrictions. Conditional promises to give are recognized when the
conditions on which they depend are substantially met. Gifts of cash and other assets are reported
with donor restricted support if they are received with donor stipulations that limit the use of the
donated assets.

When a restriction expires, that is, when a stipulated time restriction ends or a purpose restriction
is accomplished, net assets with donor restrictions are classified to net assets without donor
restrictions and reported in the statement of activities as net assets released from restrictions.
Donor-restricted contributions whose restrictions are met in the same reporting period are
reported as net assets without donor restriction support.

New Accounting Pronouncement

On August 18, 2016, FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958) —
Presentation of Financial Statements of Not-for-Profit Entities. The update addresses the
complexity and understandability of net asset classification, deficiencies in information about
liquidity and availability of resources, and the lack of consistency in the type of information
provided about expenses and investment return. The MARSOC Foundation has adjusted the
presentation of these statements accordingly. No prior-period information was deemed to be
retrospectively adjusted due to the implementation of this new pronouncement.

Concentration of Credit Risk

The Organization’s principal financial instruments subject to credit risk are its cash, cash
equivalents and investments. The Organization maintains cash and cash equivalents at a third
party financial institutions. Accounts at these institutions are insured by the Federal Deposit
Insurance Corporation (FDIC) or by the Securities Investor Protection Corporation (SIPC). From
time to time total cash and cash equivalents and investments deposited with these institutions, by
the Organization, may exceed amounts covered by the FDIC and SIPC. It is the opinion of
managements that the solvency of these financial institutions is not of concern at this time.

Investment securities are exposed to various risks, such as interest rate, market, and credit. Due
to the level of risk associated with certain investment securities, it is at least reasonably possible
that changes in the values of investment in the near term could materially affect the assets
reported in the financial statements. Historically, the Organization has not incurred any
significant credit-related losses and believes it is not exposed to any significant risk on its
concentrations.



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash Equivalents

The Organization considers all short-term investments with maturity of three months or less
when purchased to be cash equivalents.

Cash Restricted

Cash restricted to assist Gold Star families has been restricted by donors and is not available for other
purposes. Amounts are not required to be held in separate accounts, however, the Organization has
separated these funds in a separate account.

Investment Valuation and Income Recognition

Investments in equity securities with readily determinable fair values and all debt securities are
reported at fair value based on quoted market prices. Net appreciation (depreciation) in the fair
value of investments, which consists of realized gains or losses and the unrealized appreciation
(depreciation) on those investments, is presented in the statement of activities in accordance with
donor restrictions as investment return. Investment return is presented net of investment fees.
The specific identification method is primarily used to determine the basis for computing
realized gains or losses.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability, otherwise known as the “exit price”, in an orderly transaction between market
participants at the measurement date. See Note 3 for a discussion of fair value measurement.

Income Taxes

The Organization is a not-for-profit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and did not conduct unrelated business activities.
Therefore, the Organization has made no provision for federal or state income taxes in the
accompanying financial statements. The Organization's tax returns are generally subject to
examination by taxing authorities for a period of three years from the date they are filed.

Advertising

The Organization expenses advertising costs as they are incurred. Advertising expenses
amounted to $1,710 during the year ended December 31, 2018.



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounting Estimates

Preparation of financial statements in accordance with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional
basis in the statement of functional expenses. Accordingly, certain costs have been allocated
among the programs and supporting services based on specific identification, and certain costs
have been allocated based on personnel time.

NOTE 3 — NET ASSETS — QUASI-ENDOWMENT FUND

The Organization has a quasi-endowment fund which is classified and reported based on the
funds designated by the Board of Trustees to function as endowment for unanticipated liquidity
needs. The total board restricted quasi-endowment funds are $537,937 at December 31, 2018.
The organization initially invested $500,000 in investments detailed in Note 6. The Organization
does not intend to spend from this quasi-endowment unless necessary to meet the cash needs for
general expenditures. Its policy is to reinvest all interest, dividends and realized gains after
management fees are paid. The fair value at December 31, 2017 was $582,611. In the current
year, the net investment return was ($44,674). There were no appropriations for expenditures in
the current year.

NOTE 4 — LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

MARSOC Foundation has $1,174,450 of financial assets available within one year of the
statement of financial position date to meet cash needs for general expenditures consisting cash
and cash equivalents. $16,095 of the total financial assets are subject to donor restriction that
make them unavailable for general expenditure within one year of the statement of financial
position.

The Organization has a policy to structure its financial assets to be available as its general
expenditures, liabilities and other obligations come due. As described in Note 3, the Organization
also has a quasi-endowment valued at $537,937 at December 31, 2018. Although the
Organization does not intend to spend from its quasi-endowment, amounts could be made
available if necessary.



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 5 - FAIR VALUE MEASUREMENTS

FASB ASC 820-10 regarding fair value measurements clarifies the definition of fair value for
financial reporting and establishes a three-tier hierarchy as a framework for measuring fair value
which requires an entity to give the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements) when measuring fair value. The three levels of the fair value
hierarchy under this standard are as follows:

e Level 1 - Inputs are unadjusted quoted prices for identical instruments in active markets.

e Level 2 - Inputs are input other than quoted prices included within Level 1 that are
directly or indirectly observable, such as quoted prices for similar instruments in active
markets, or quoted prices for identical or similar instruments in inactive markets.

e Level 3 - Inputs are unobservable inputs in which little or no market data exists, therefore
requiring an entity to develop its own assumptions, such as valuations derived from
techniques which one or more significant value drivers are observable.

Financial assets and liabilities are classified in their entirety based on the lowest level of input
that is significant to the fair value measurement. The assessment of the significance of a
particular input to the fair value measurement requires judgment, and may affect the valuation of
assets and liabilities and their placement within the fair value hierarchy levels.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value:

Mutual funds and Exchange Traded Funds: Value based on quoted market prices in active
markets.

Common stock: Shares in companies traded on national securities exchanges are valued at the
closing price reported in the active market in which the individual securities are traded.



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 5 - FAIR VALUE MEASUREMENTS (CONTINUED)

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

The following table lists the Organization’s financial assets as of December 31, 2018. The assets
have all been measured at fair value on a recurring basis using Level 1 inputs.

Mutual and exchange-traded funds:

Fixed income 249,731

Total mutual and

exchange-traded funds 409,173
Common stock 103,127
Money market funds 25,637
Total $ 537,937

NOTE 6- NET ASSETS — WITH DONOR RESTRICTIONS

At December 31, 2018, $16,095 net assets are restricted by donors to assist Gold Star families. There is
no time limit on these net assets. As the need arises, these funds will be released.

During the year ended December 31, 2018, $379,244 were released from donor restricted net assets.
$225,990 of these funds were subject to expenditure for specified purpose and were expended in 2018 for
those specified purposes and $153,254 of these funds were subject to board designated purposes. These
designations were lifted during 2018.



MARSOC FOUNDATION
DBA MARINE RAIDER FOUNDATION
(A NON-PROFIT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 7 — SPECIAL EVENTS

The Organization hosted a special fundraising event during the year. The revenue and related
expenses from this event for the year ended December 31, 2018 were as follows:

2018 Events Revenue Expenses Net
2018 Marine Corps Marathon $ 115,904 $ 24918 $ 90,986
2018 Suitcase Party 720,328 197,882 522,446
Raider Golf Tournament 76,639 50,562 26,077
NYC Salute to Raiders 72,325 18,203 54,122
Total $ 985,196 $ 291,565 $ 693,631

NOTE 7 -SUBSEQUENT EVENTS

The Organization has evaluated subsequent events through June 15, 2019 the date which the
Organization’s financial statements were available to be issued. During this period, management
believes there were no material subsequent events.



