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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

September 27, 2019

Board of Directors
Washington Policy Center
Seattle, Washington 98134

We have reviewed the accompanying financial statements of Washington Policy Center (a nonprofit organization),
which comprise the statement of financial position as of December 31, 2018 and 2017, and the related statements of
activities and cash flows for the years then ended, and the related notes to the financial statements. A review
includes primarily applying analytical procedures to management’s financial data and making inquiries of
management. A review is substantially less in scope than an audit, the objective of which is the expression of an
opinion regarding the financial statements as a whole. Accordingly, we do not express such an opinion.

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 the financial statements that
are free from material misstatements whether due to fraud or error.

Accountant’s Responsibility

Our responsibility is to conduct the review engagements in accordance with Statements on Standards for Accounting
and Review Services promulgated by the Accounting and Review Services Committee of the AICPA. Those
standards require us to perform procedures to obtain limited assurance as a basis for reporting whether we are aware
of any material modifications that should be made to the financial statements for them to be in accordance with

accounting principles generally accepted in the United States of America. We believe that the results of our
procedures provide a reasonable basis for our conclusion.

Accountant’s Conclusion

Based on our reviews, we are not aware of any material modifications that should be made to the accompanying
financial statements in order for them to be in accordance with accounting principles generally accepted in the United

States of America.
JohmsonérShute, P.S.

Certified Public Accountants
Bellevue, Washington

11130 NE 33rd/Pl, Ste/102 Bellevue: 425.827.5755 Fax:425.827.3322 www.JohnsonandShute:com

Bellevue, Washington 98004 Seattle:206:284.5001




WASHINGTON POLICY CENTER 2

TATEMENT OF FINANCIAL POSITION

(see independent accountant's review report)

December 31,
2018 2017
ASSETS

Cash and cash equivalents $ 499372 $ 737,254
Unconditional promises to give (Note B) 1,719,716 1,079,366
Prepaid expenses and other assets 56,534 73,392
Investments - long-term (Note C) 1,582,375 1,570,360
Property, office equipment and software, at cost 158,659 154,289
Less accumulated depreciation (122,015) (114,105)
36,644 40,184

TOTAL ASSETS $ 3,894,641 $ 3,500,556

LIABILITIES AND NET ASSETS
Accounts payable and other liabilities $ 65,987 $ 115,058
Deferred revenues 783,500 401,100
TOTAL LIABILITIES 849,487 516,158
NET ASSETS:
W ithout donor restrictions:

Undesignated 2,240,938 2,060,182
Board designated for program enhancement 657,705 657,705
Total without donor restrictions 2,898,643 2,717,887

With donor restrictions 146,511 266,511
TOTAL NET ASSETS 3,045,154 2,984,398
TOTAL LIABILITIES AND NET ASSETS $ 3,894,641 $ 3,500,556

See notes to financial statements.



WASHINGTON POLICY CENTER

STATEMENT OF ACTIVITIES

(see independent accountant's review report)

Year Ended December 31, 2018 Year Ended December 31, 2017
Without With Without With
Donor Restrictions Donor Restrictions Total Donor Restrictions Donor Restrictions Total
REVENUE AND OTHER SUPPORT:
Contributions $ 1,908,204 $ 1,908,204 $ 2,070,025 $ 141,000 $ 2,211,025
Pillar Society contributions 1,729,253 1,729,253 1,072,650 1,072,650
In-kind contributions (Note H) 150,916 150,916 150,214 150,214
Program revenue 161,847 161,847 120,948 120,948
Net assets released from restrictions (Note E) 120,000 (120,000) 55,000 (55,000)
TOTAL REVENUE, OTHER SUPPORT AND 4,070,220 (120,000) 3,950,220 3,468,837 86,000 3,554,837
TRANSFERS
EXPENSES:
Program services 2,325,332 2,325,332 2,058,385 2,058,385
Management and general 262,512 262,512 130,170 130,170
Fundraising 1,158,169 1,158,169 1,106,003 1,106,003
TOTAL EXPENSES 3,746,013 3,746,013 3,294,558 3,294,558
Investment income, net (Note C) (143,451) (143,451) 205,207 205,207
INCREASE (DECREASE) IN NET ASSETS 180,756 (120,000) 60,756 379,486 86,000 465,486
NET ASSETS, BEGINNING OF YEAR 2,717,887 266,511 2,984,398 2,338,401 180,511 2,518,912
NET ASSETS, END OF YEAR $ 2,898,643 $ 146,511 $ 3,045,154 $ 2,717,887 $ 266,511 $ 2,984,398

See notes to financial statements.



WASHINGTON POLICY CENTER

STATEMENT OF CASH FLOWS

(see independent accountant's review report)

Year Ended December 31,

CASH FLOWS FROM OPERATING ACTIVITIES:
Increase in net assets $
Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Depreciation
Provision for bad debts
Loss on disposition of assets
Realized and unrealized (gain)/loss on investments
Changes in assets and liabilities providing (using) cash:
Unconditional promises to give
Prepaid expenses and other assets
Accounts payable and other liabilities
Deferred revenues

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Property and equipment additions
Proceeds from sale of investments

Net cash used in investing activities

NET INCREASE (DECREASE) IN CASH, CASH EQUIVALENTS,
AND RESTRICTED CASH

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH
AT BEGINNING OF YEAR

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH
AT END OF YEAR $

2018 2017
60,756 465,486
12,310 13,668

3,761 15,950
262 1,927
195,934 (159,717)
(640,350) 109,127
16,858 (43,982)
(49,071) 55,218
382,400 (123,600)
(17,140) 334,077
(48,508) (327,118)
(9,033) (18,535)
249,559
(57,541) (96,094)
(74,681) 237,983
753,407 515,424
678,726 753,407

See notes to financial statements.



WASHINGTON POLICY CENTER

NOTES TO FINANCIAL STATEMENTS
(see independent accountant’s review report)

YEARS ENDED DECEMBER 31, 2018 AND 2017

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of organization -

Washington Policy Center (the Center) is an independent, Washington State 501(c)(3) non-profit
organization that promotes free-market solutions to state and local issues through research and education. The
Center serves citizens, policymakers, and the media in Washington through media outreach, publications, a young
professionals group, conferences and forums on both national and local issues. In 2016, WPC'’s board and staff
developed a new, three-year strategic plan, which started in January 2017. The plan has four main objectives:
investing for increased capacity and impact, extending the Center’s reach/service to the state, building alliances, and
improving communication effectiveness.

Starting in 2005 and finishing 2011, the Center raised over $4.1 million to establish its Research Centers
focused on the following areas: Education Reform, Environmental Policy, Health Care Policy, Government Reform,
Small Business and Entrepreneurship, and Transportation Policy. Also, the Center developed and still maintains a
free legislative website, WashingtonVotes.org, for citizens to track legislative activity. Each of these research centers
has its own full-time director to focus on their policy area. Also, through the capital campaign WPC created a 15%
board designated reserve to be used only in cases of emergency as voted by the board. Thankfully, the organization
has not needed these funds and the money remains in reserve as of the presentation of this report.

The Center now has a staff of 24 and a $3.5 million annual budget, making it one of the largest state-based
think tanks in the country. In addition, the Center has maintained an Olympia office since 2007, which is located just
blocks from the State Capitol. In 2009, the Center opened an office in Eastern Washington with a full-time director
based in Spokane. The organization also opened a Tri-Cities office in 2013, which houses one of its research
centers, and in 2016 added its latest project, WPC'’s Initiative on Agriculture Policy.

In 2012, Washington Policy Center launched its Pillar Society/Major Gifts Initiative, which is the natural
continuation of the Center’s capital campaign. As noted above, the prior campaign is complete and the last of these
pledges expired in 2012. In order to continue to increase revenue year-over-year to support its expanded activity and
impact, the Center needs the increased, stable income that comes from these pledges. This donor program asks
Washington Policy Center supporters for a three-year pledge of support at different high-dollar giving levels. This
provides its most loyal donors a fair and transparent plan of what benefits they can expect to receive from
Washington Policy Center each year and provides convenience, recognition, and relief to donors from multiple
requests. At the end of 2018, the Pillar Society/Major Gifts Initiative had raised over $7.85 million from over 155
donors since the inception of the initiative, each pledging a minimum of $5,000 per year for three years.

Over 95% of the Center’s support and revenue come from sources in Washington State.

Change in Accounting Principle -

In August 2016, the Financial Accounting Standards Board (FASB) issued ASU No. 2016-14, Not-for-Profit
Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities, which revises the not-for-profit
financial reporting model. ASU 2016-14 provides for additional disclosure requirements and modifies net asset and
expense reporting. Washington Policy Center adopted the new guidance effective January 1, 2018 and applied the
changes retrospectively. Implementation of this guidance resulted in a change in presentation of net assets,
expenses, and additional disclosures surrounding Washington Policy Center’s liquidity and availability of financial
assets. A key change required by ASU 2016-14 are the net asset classes used in these financial statements.
Amounts previously reported as unrestricted net assets are now reported as net assets without donor restrictions and
amounts previously reported as temporarily restricted net assets and permanently restricted net assets, if applicable,
are now reported as net assets with donor restrictions.



(see independent accountant’s review report)

NOTE A - CONTINUED:

Contributions -

Contributions received are recorded as with or without restricted support, depending on the existence and/or
nature of any donor restrictions.

Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are recorded at the
present value of their estimated future cash flows. The discounts on those amounts are computed using risk-adjusted
interest rates applicable to the years in which the promises are received. Amortization of the discounts is included in
contribution revenue. Conditional promises to give are not included as support until the conditions are substantially
met.

Contributions received and unconditional promises to give are measured at their fair values and are reported
as an increase in net assets. All contributions are considered available for use without restriction unless specifically
restricted by the donor. Amounts received that are designated for future periods, unless the donor explicitly stipulates
the contribution is to support current activities, or restricted by the donor for specific purposes are reported as support
with restrictions that increases net asset with restrictions. However, if a restriction is fulfilled in the same period in
which the contribution is received, the organization reports the support as without restriction.

In-kind contributions are reflected as contributions at their fair value at date of donation and are reported as
without restriction unless explicit donor stipulations specify how donated assets must be used. These amounts have
been reported as both in-kind contribution revenue and related expense categories on the statements of activities.
The Center recognizes the fair value of contributed services received if such services a) create or enhance
nonfinancial assets or b) require specialized skills that are provided by individuals possessing those skills and would
typically need to be purchased if not contributed.

Cash and cash equivalents -

Cash and cash equivalents include all cash and short-term debt instruments, including certificates of
deposit, purchased with an original maturity of three months or less, unless designated for a long-term purpose or
received with a long-term donor restriction. The Center maintains cash balances at one bank. Accounts at the
institution are insured up to the applicable limits by the Federal Deposit Insurance Corporation.

Property and equipment -

Property and equipment are recorded at cost on the date of acquisition, or at fair market value as of the
donation date of gifts. Depreciation of property and equipment is provided on the basis of the estimated useful lives of
the individual assets, primarily three to ten years, on the straight-line method. It is the Center’s policy to capitalize
property and equipment over $500. Lesser amounts are expensed.

Advertising -

The Center uses advertising to promote its programs among the audiences it serves and its fundraising
events. Advertising costs are expensed as incurred. Advertising expense for the years ended December 31, 2018
and 2017 totaled $314,026 and $243,816, respectively.

Estimates -

Management uses estimates and assumptions in preparing financial statements in accordance with
generally accepted accounting principles. Those estimates and assumptions affect the reported amounts of assets
and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and expenses. Actual
results could vary from the estimates that are used.

Date of management review -

Management has evaluated subsequent events through September 27, 2019, which is the date the financial
statements were available to be issued.
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NOTE B - UNCONDITIONAL PROMISES TO GIVE:

Unconditional promises to give are as follows:

December 31,

2018 2017
Receivable in less than one year $ 1,049,273 $ 741,334
Receivable in one to five years 694,808 352,750
Total unconditional promises to give 1,744,081 1,094,084
Less discounts to net present value (24,365) (14,718)
Net unconditional promises to give $ 1,719,716 $ 1,079,366

NOTE C - INVESTMENTS:

Investments are comprised of funds with and without donor restrictions and include cash and cash
equivalents held temporarily until suitable long-term investment opportunities are identified and marketable securities
with readily determinable fair values. Management intends to utilize these investments primarily for long-term
purposes. Short-term investments represent management’s budgeted near-term cash needs. If necessary,
management may liquidate a portion of the investment portfolio in order to cover estimated operating shortfalls.

Marketable debt and equity securities are reported at their fair values in the statement of financial position.
Investments held by the Center had the following aggregate fair market value and aggregate cost:

December 31,

2018 2017
Fair Value Cost Fair Value Cost
Mutual funds $ 1,403,021 $ 1,165,754 $ 1,554,207 $ 1,135519
Cash and cash equivalents 179,354 179,354 16,153 16,153
Total investments $ 1,582,375 $ 1,345,108 $ 1,570,360 $ 1,151,672

The Center maintains accounts with two investment firms. The accounts contain cash and securities.
Balances are insured up to the applicable limits by the Securities Investor Protection Corporation.

The marketable securities portfolio held by the Center at December 31, 2018 and 2017 consists of publicly
traded mutual funds. According to management, due to diversification of these investments, there is no significant
concentration of market risk or risk of physical loss.

Fair Value Measurements - Fair values for investments are determined by reference to quoted market prices and
other relevant information generated by market transactions for identical assets (referred to as Level 1 inputs). Fair
values of the marketable securities have been measured utilizing Level 1 inputs on a recurring basis at December 31,
2018 and 2017, respectively.
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NOTE D - LINE-OF-CREDIT:

The Center has a $200,000, unsecured, revolving line-of-credit with Wells Fargo Bank. Amounts borrowed
under this agreement bear interest at the greater of the bank’s prime rate plus 1.75%, or the Floor Rate of 5%. At
December 31, 2018, there was no outstanding balance on the line-of-credit.

NOTE E — DONOR RESTRICTED NET ASSETS:

Net assets with donor restrictions in the amount of $146,511 and $266,511 for the years ended December
31, 2018 and 2017, respectively, represent donor-imposed stipulations for the development and enhancement of
various Research Centers and endowments. Net assets totaling $120,000 and $55,000 were released from restriction
in 2018 and 2017, respectively, and became available for use in general operations.

NOTE F - ENDOWMENTS:

Endowments in Washington State are governed by the “Uniform Prudent Management of Institutional Funds
Act” as stated in the Revised Code of Washington (RCW) 24.44. The Center’s Board of Directors has interpreted this
regulation 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.

The Center’'s spending policy is to appropriate investment earnings on endowment assets to be expended
as received. The Center's endowment income distribution policies are designed to generate a predictable stream of
spendable income. Endowment investments are managed to achieve the maximum long-term total return. As a result
of this emphasis on total return, the proportion of the annual income distribution provided by dividend and interest
income and by capital gains may vary significantly from year to year. The Center's donor-designated endowments
totaled $ 76,511 and $ 75,511 at December 31, 2018 and 2017, respectively.

NOTE G - CONDITIONAL PROMISES TO GIVE:

The Center has a Legacy Partners program which recognizes those who have made or indicated they have
included the Center in their estate plans. Legacy Partners enjoy all the benefits of WPC’s highest level of
membership and the satisfaction of knowing their legacy will live on through the Center's important work. As of
December 31, 2018, the Center knew of 20 Legacy Partner members totaling an undisclosed future contribution
amount which represent conditional promises to give.

During the year ended December 31, 2005, the Center received a conditional promise to give for the Center
for Environmental Policy for $25,000 from an emeritus board member.

This $25,000 contribution and the undisclosed future contributions from the Legacy Partners represent
bequests, and do not meet the criteria for recognition under generally accepted principles and, therefore, will not be
recognized as an asset or contribution until such time as the conditions are perfected.
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NOTE H - IN-KIND CONTRIBUTIONS:

In-kind contributions consisted of the following:

Year Ended December 31,

2018 2017
Advertising $ 45,022 $ 53,828
Professional services 13,059 13,142
Rent (Note K) 24,623 12,653
Other 68,212 70,591
$ 150,916 $ 150,214

NOTE | - FEDERAL INCOME TAXES:

The Center qualifies as a nonprofit organization and, accordingly, is exempt from Federal income taxes
under Section 501(c)(3) of the Internal Revenue Code. Therefore, no provision has been made for Federal income
taxes. The Center has also been classified as an entity that is not a private foundation within the meaning of Section
509(a) of the Internal Revenue Code.

Accounting principles generally accepted in the United States of America require management to evaluate
tax positions taken by the Center and recognize a tax liability if the Center has taken an uncertain position that more
likely than not would not be sustained upon examination by the Internal Revenue Service. Management has analyzed
tax positions taken by the Center, and has concluded that as of December 31, 2018, there are no uncertain tax
positions taken or expected to be taken that would require recognition of a liability or disclosure in the financial
statements. The Center files a federal Return of Organization Exempt from Income Tax (Form 990).

NOTE J - RELATED PARTY TRANSACTIONS:
During the years ended December 31, 2018 and 2017, the Center recorded related party transactions with

various members of its Board of Directors.

The accompanying statements include the following amounts of cash and in-kind items received pertaining
to related party transactions not disclosed elsewhere:

Year Ended December 31,

2018 2017
Pillar Society contributions $ 363,766 $ 344,166
Contributions 315,334 303,163

$ 679,100 $ 647,329
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NOTE K - LEASE AGREEMENTS:
The Center leases office space in Seattle, Olympia, Spokane and the Tri-Cities. The lease terms range from
multi-year to month-to-month with leases expiring from December 2019 to August 2021. The monthly rent rages from

a donated space in the Tri-Cities to $9,387 per month in Seattle.

The Center leases various pieces of office equipment under operating lease agreements which expire from
March 2019 to July 2021.

Remaining minimum payments under noncancelable operating leases having remaining terms in excess of
one year as of December 31, 2018 are as follows:

Year Ended December 31,

2019 140,730
2020 31,589
2021 8,422

$ 180,741

NOTE M - FUNCTIONAL EXPENSES:

The costs of providing the various programs and other activities have been summarized on a functional
basis in the statements of functional expenses. Accordingly, certain costs have been allocated among the programs
and supporting services benefited.

Certain categories of expenses are attributable to more than one program or supporting function and are
allocated on reasonable basis that is consistently applied. Compensation, taxes, and benefits are allocated on the
basis of estimates of time and effort, other expenses are allocated on a combination of percent of personnel use and
purpose to the organization, or purpose to the organization.

Management
Program and General Fundraising Total
Salaries $1,167,740 $ 167,993 $ 238,301 $1,574,034
Payroll taxes and benefits 219,586 31,141 37,630 288,357
Total Salaries and related expenses 1,387,326 199,134 275,931 1,862,391
Room rental and food 139,872 357,745 497,617
Contract services 129,484 201,259 330,743
Advertising and promotion 268,560 45,466 314,026
Printing and postage 104,298 1,375 100,070 205,743
Rent 108,493 13,562 13,561 135,616
Travel 84,149 35,187 119,336
Miscellaneous 16,790 1,723 91,849 110,362
Office expense 36,032 3,380 3,379 42,791
Professional fees 3,633 32,315 35,948
Bank charges 7,244 4,347 17,387 28,978
Insurance 5,297 5,296 5,296 15,889
Utilities 11,491 562 3,449 15,502
Grants 15,000 15,000
Depreciation 7,663 818 3,829 12,310
Bad debtexpense 3,761 3,761
Total expenses $2325332 $ 262,512 $1,158,169 $3,746,013
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NOTE N - SPECIAL EVENTS - FUNDRAISING:
The Center holds an annual fundraising dinner. The following is a summary of the support and direct
expenses for this event:

Year Ended December 31,

2018 2017
Contributions $ 1,410,000 $ 1,196,810
Direct fundraising expense (5673,648) (534,943)

$ 836,352 $ 661,867

NOTE O - PROFIT SHARING PLAN:

Effective January 1, 2015, the Center, having received approval from the Board of Directors, maintains a
profit-sharing, 401(k) savings (defined contribution) plan providing benefits for substantially all employees.
Participating employees may elect to reduce their compensation by a specific percentage or dollar amount and have
the amount contributed to the plan as a salary deferral. Management determines annually the amounts, if any, they
will match or contribute to the plan. Employer contributions totaled $23,164 for the year ended December 31, 2018
and $15,853 for the year ended December 31, 2017. By the nature of the plan, there are no past service costs or
unfunded vested benefits.

NOTE P — LIQUIDITY AND AVAILABILITY:

Washington Policy Center receives contributions from a number of sources, including non-government
grants, fundraising activities and donations from individuals and businesses. Most of these revenue sources are
without donor restriction and available for immediate use by the Center.

Washington Policy Center regularly monitors its current and future needs for operations to ensure it has
sufficient funds on hand to cover its operating expenses. WPC'’s cash is held in an interest-bearing savings account.
As described in Note D, the Center has a committed line-of-credit in the amount of $200,000, which it could draw
upon in the event of an unanticipated liquidity need. WPC intends to invest cash in excess of anticipated needs for
one year in short-term investments to increase investment yields. Liquidity and availability of financial assets
consisted of the following:

Cash $ 499,372
Investments 1,582,375
Receivables 1,049,820
Total financial assets 3,131,567
Receivables scheduled to be collected in more than one year (694,808)
Board Desginations (657,705)
Contractual or donor-imposed restrictions:

Donor contributions restricted to specific purposes (70,000)

Endowment funds (76,511)

Financial assets available to meet cash needs for
general expenditures within one year $ 1,632,543
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