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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
INTERNATIONAL SURFING ASSOCIATION, INC.
La Jolla, California

We have audited the accompanying financial statements of International Surfing Association, Inc.
(a non-profit organization), which comprise the statement of financial position as of December 31,
2014 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 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosure 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.
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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 International Surfing Association, Inc. as of December 31, 2014, and the

results of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
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BRIGANTE, CAMERON, WATTERS & STRONG, LLP
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

January 5, 2016
Torrance, California



INTERNATIONAL SURFING ASSOCIATION, INC.

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2014

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 376,730
Accounts receivable, net 122,807
Inventory 15,644
Prepaid expenses 2,654
TOTAL CURRENT ASSETS 517,835
PROPERTY, PLANT AND EQUIPMENT, NET 42,230
OTHER ASSETS
Due from ISA Foundation 251,045
Deposits 2,000
TOTAL OTHER ASSETS 253,045
TOTAL ASSETS $ 813,110

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts payable and accrued expenses $ 84,213
Deferred rent payable 22,551
Event deposits 15,431
Deferred revenues 27,474
TOTAL CURRENT LIABILITIES 149,669
NET ASSETS, UNRESTRICTED 663,441
TOTAL LIABILITIES AND NET ASSETS $ 813,110

The accompanying notes are an integral part of these financial statements



INTERNATIONAL SURFING ASSOCIATION, INC.

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2014

TEMPORARILY
UNRESTRICTED RESTRICTED TOTAL
SUPPORT AND REVENUE
Event revenue $ 1,815,990 $ -3 1,815,990
Membership dues 39,600 - 39,600
Grants 31,640 - 31,640
Other income 25,271 - 25,271
Interest income 321 - 321
TOTAL SUPPORT AND REVENUES 1,912,822 - 1,912,822
EXPENSES
Program services 1,538,681 - 1,538,681
Management and general 325,503 - 325,503
TOTAL EXPENSES 1,864,184 - 1,864,184
CHANGE IN NET ASSETS 48,638 - 48,638
NET ASSETS, BEGINNING OF YEAR 614,803 - 614,803
NET ASSETS, END OF YEAR $ 663,441 $ -9 663,441
The accompanying notes are an integral part of these financial statements 4



INTERNATIONAL SURFING ASSOCIATION, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2014

PROGRAM MANAGEMENT
SERVICES AND GENERAL TOTAL
EXPENSES

Advertising and promotion $ 51,389 $ 2,143 § 53,532
Bank charges 9,749 750 10,499
Depreciation and amortization 7,902 5,268 13,170
Dues and subscriptions 545 - 545
Employee benefits 18,547 12,364 30,911
Event expense 1,063,331 - 1,063,331
Insurance 5,258 3,506 8,764
Interest and late charges - 546 546
Licenses, taxes and fees - 182 182
Office and facilities rent 23,990 15,993 39,983
Office supplies 18,533 9,885 28,418
Payroll taxes 25,685 17,123 42,808
Professional fees 29,301 83,383 112,684
Program supplies 20,886 - 20,886
Repair and maintenance - 1,283 1,283
Salaries and wages 243,647 162,432 406,079
Telephone 7,469 4,979 12,448
Travel and mileage 8,500 5,666 14,166

TOTAL EXPENSES $ 1,538,681 $ 325,503 $ 1,864,184

The accompanying notes are an integral part of these financial statements



INTERNATIONAL SURFING ASSOCIATION, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
(Decrease) in net assets $ 48,638
Adjustments to reconcile (decrease) in net assets to net
cash (used in) operating activities:

Depreciation and amortization 13,170
(Increase) and decrease in assets:
Accounts receivable, net (98,057)
Inventory (644)
Prepaid expenses 12,627
Increase (decrease) in liabilities:
Accounts payable and accrued expenses 32,280
Deferred rent payable 1,652
Event deposits 6,399
Deferred revenues (22,526)
NET CASH FLOWS (USED IN) OPERATING ACTIVITIES (6,461)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of property and equipment (12,099)
Loans to ISA Foundation (40,871)
Collections of Due from ISA Foundation 50,000
NET CASH (USED IN) INVESTING ACTIVITIES (2,970)
NET CHANGE IN CASH AND CASH EQUIVALENTS (9,431)
CASH AND CASH EQUIVALENTS, beginning of year 386,161
CASH AND CASH EQUIVALENTS, end of year $ 376,730

The accompanying notes are an integral part of these financial statements 6



INTERNATIONAL SURFING ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF OPERATIONS

International Surfing Association, Inc. (“ISA”) is a non-profit organization recognized by the
International Olympic Committee (“IOC”) as the world’s governing authority for surfing, body
boarding and all wave riding sports. ISA is dedicated to the development of these sports worldwide
and provides guidance and advice to its members around the world on matters such as competition,
judging, coaching, surfing schools, anti doping and drug testing and other areas of development of
the sport. ISA is also a member of the Association of IOC Recognized International Sports
Federations (ARISF), the World Anti-Doping Agency (WADA), Sport Accord, and the
International World Games Association, (IWGA).

BASIS OF ACCOUNTING

The accompanying financial statements have been prepared on the accrual basis and in conformity
with accounting principles generally accepted in the United States of America.

FINANCIAL STATEMENT PRESENTATION

The Organization reports information regarding its financial position and activities according to the
three classes of net assets:

UNRESTRICTED NET ASSETS — Net assets that are not subject to donor-imposed restrictions and that
may be expendable for any purpose in performing the primary objectives of the Organization.

TEMPORARILY RESTRICTED NET ASSETS — Net assets subject to donor-imposed restrictions that
may or will be met by actions of the Organization and/or the passage of time. As the restrictions
are satisfied, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the accompanying financial statements as net assets released from restrictions.
Donor-restricted contributions received and expended in the same period are recorded as
unrestricted support. At December 31, 2014, the Organization did not have any temporarily
restricted net assets.

PERMANENTLY RESTRICTED NET ASSETS — Net assets subject to donor-imposed restrictions
requiring that the amounts contributed be invested in perpetuity. The investment income
generated from these funds is available for general support of the Organization’s programs and
operations. At December 31, 2014, the Organization did not have any permanently restricted net
assets.



INTERNATIONAL SURFING ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

USE OF ESTIMATES

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America 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 year. Actual results could differ from those estimates.

CASH AND CASH EQUIVALENTS

For the purpose of the statement of cash flows, the Organization considers all highly liquid
investments with maturity of three months or less at the time of purchase to be cash equivalents.

ACCOUNTS RECEIVABLE

Accounts receivable are recorded when earned and consisted primarily of membership dues,
promoting and hosting events income, and other income earned but not yet received. Accounts
receivable are reported net of an allowance for doubtful accounts. Management estimated the
allowance based on the percentage of historical bad debts and individual circumstances.
Individual account receivables are charged to the allowance for doubtful accounts based on
management’s judgment. At December 31, 2014, the allowance for doubtful account was
approximately $9,000.

CONCENTRATIONS OF CREDIT RISK

CASH AND CASH EQUIVALENTS

The Organization maintains cash balances at various banks. Accounts at these institutions are
insured by the Federal Deposit Insurance Corporation ("FDIC") up to $250,000 per institution.
During the year ended December 31, 2014, the Organization had cash in these financial
institutions which may have exceeded depositor’s insurance provided by the FDIC. The
Company has not experienced any losses in the accounts, and management believes it is not
exposed to significant risk of loss related to any excess deposits.

ACCOUNTS RECEIVABLE AND SALES

Financial instruments which potentially subject the Company to concentrations of credit risk
consist principally of accounts receivable. With respect to these receivables, there is a high
concentration of credit risk due to the smaller number of customers comprising the Company’s
customer base. The Company requires no collateral from its customers but performs ongoing
credit evaluations of its customers’ financial condition. Accordingly, the entire accounts
receivable balance is subject to credit risk.



INTERNATIONAL SURFING ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

CONCENTRATIONS OF CREDIT RISK (CONTINUED)

ACCOUNTS RECEIVABLE AND SALES (CONTINUED)

At December 31, 2014, the Company had approximately 96% of accounts receivable were due
from three customers. For the year ended December 31, 2014, approximately 81% of net sales
were from five customers. A decision by a significant customer to decrease the amount of
hosted events could have a material adverse effect on the Company’s financial position and
results of operations.

PROPERTY AND EQUIPMENT, AND RELATED DEPRECIATION AND AMORTIZATION

Property and equipment are stated at cost. Major renewals and improvements are charged to the
property accounts while replacements, maintenance, and repairs which do not improve or extend
the life of the respective assets are expensed currently.

At the time property and equipment are sold or otherwise disposed of, the cost basis and related
accumulated depreciation and amortization accounts are relieved of the applicable amounts and
any gain or (loss) is recorded.

Depreciation and amortization is computed using the straight-line method over the estimated
useful lives of the respective assets. The estimated useful lives of the assets are as follows:

ESTIMATED
ASSETS USEFUL LIVES
Office equipment 3 years
Furniture and fixtures 5 years
Leasehold improvements Lease term

IMPAIRMENT OF LONG-LIVED ASSETS

It is the Organization’s policy to review the carrying amount of long-lived assets and intangible
assets to determine whether any indicators or impairment are present. At December 31, 2014,
Management’s review of long-lived assets and intangibles showed no indications of impairment
and, therefore, no loss was recorded during the years then ended.

REVENUE RECOGNITION

Revenue is recognized upon performance of service or event less the allowance of applicable
discounts. The Organization’s revenue is derived primarily from membership dues, promoting
and hosting events. All revenues are considered unrestricted, unless specifically restricted by the
donors.



INTERNATIONAL SURFING ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

REVENUE RECOGNITION (CONTINUED)

The liability, deferred revenue, is recorded to reflect the advance payments received by the
Organization for services or events to be performed in the following year and is presented in the
financial statements net of any related direct costs.

EXPENSE ALLOCATIONS

The costs of providing the various programs and supporting activities have been summarized on
a functional basis in the statement of activities and presented in detail in the statement of
functional expenses. Accordingly, certain costs have been allocated among those activities based
on the estimated percentage attributable to those activities.

INCOME TAX STATUS

The Organization is exempt from federal income tax under Section 501(c)(4) of the Internal
Revenue Code and corresponding provisions of the Revenue and Taxation Code of California.
However, if the Organization has income from certain activities not directly related to its’ tax-
exempt purpose, it is subject to taxation as unrelated business income. The Organization had no
unrelated business income for the year ended December 31, 2014.

In accordance with applicable guidance issued by the Financial Accounting Standard Board
(FASB), the Organization evaluates each of its income-producing activities to assess whether a tax
examination would more-likely-than-not determine whether the transactions associated with the
activities are tax exempt.

As a result of the implementation and analysis of potential uncertain tax positions, management
determined that it was more likely than not the Company did not have any unrecognized uncertain
income tax liabilities as of December 31, 2014.

NOTE 2 — RELATED PARTY TRANSACTION

The Organization has transactions with an affiliate which is considered a related party. The
Organization has performed an evaluation of its relationships with related party to determine if
the entity is a variable interest entity (“VIE”) that should be consolidated with the Organization’s
financial statements. Management has determined that there are no known VIEs that would
require consolidation as of December 31, 2014. A summary of related party transactions is as
follows:

The Organization provides management support function to its affiliate, ISA Foundation (“the
affiliate™), a 501(c)(3) organization, and is reimbursed for the cost of these services. For the year
ended December 31, 2014, there were approximately $40,000 of additional costs accrued and
approximately $50,000 or reimbursments for the costs of those services. At December 31, 2014,
there was approximately $251,000 due from the affiliate.

10



INTERNATIONAL SURFING ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

NOTE 3 — COMMITMENTS

The Organization leases office space under the terms of non-cancelable operating leases expiring
in March 2018. Rent expense incurred under the term of the lease for the year ended December
31, 2014 was approximately $40,000.

Future minimum lease payments due under the operating lease in excess of one year are as
follows:

FOR THE YEAR ENDING
DECEMBER 31, AMOUNT
2015 $ 52,287
2016 56,523
2017 60,438
2018 15,357

S ___ 184605
NOTE 4 — EVENT SPONSORSHIPS

The Organization received a sponsorship from one company for its world surfing events. The
future sponsorship amount is as follows:

FOR THE YEAR ENDING
DECEMBER 31, AMOUNT
2015 $ 300,000
2016 300,000

§ __600.000
NOTE 5 — CONTINGENCIES
LEGAL
Due to the nature of the Organization’s operations, the Organization may be subject to legal
proceedings and claims that arise in the ordinary course of its business. In the opinion of

management, the amount of ultimate liability with respect to these potential actions is not expected
to materially affect the financial position of the Organization.
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INTERNATIONAL SURFING ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

NOTE 6 — SUBSEQUENT EVENTS
The Organization has evaluated subsequent events through January 5, 2016, the date which the

financial statements were available to be issued. Management’s evaluation of subsequent events
has determined that there are no events that require additional disclosures.
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