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INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
Society of Fire Protection Engineers and Subsidiary
Gaithersburg, Maryland
We have audited the accompanying consolidated financial statements of Society of Fire
Protection Engineers and Subsidiary (together, the Organization), which comprise the
consolidated statement of financial position as of December 31, 2017, and the related
consolidated statements of activities and cash flows for the year then ended, and the related
notes to the consolidated financial statements.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated
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 consolidated 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 consolidated 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 consolidated financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated 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 consolidated 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 consolidated 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 consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of the Organization as of December 31,
2017, 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.
Correction of Errors
As discussed in Note 3 to the consolidated financial statements, the Organization’s beginning net
assets have been restated to reflect to the correction of errors in the prior year consolidated
financial statements. Our opinion is not modified with respect to that matter.
Report on Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The consolidating schedules of financial position and activities beginning
on page 14 are presented for purposes of additional analysis and are not a required part of the
consolidated financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare
the consolidated financial statements. The information has been subjected to the auditing
procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the
consolidated 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 consolidated financial
statements as a whole.

July 20, 2018
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2017
ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable, net
Prepaid expenses
Inventory

$

Total current assets

276,484
154,563
135,858
19,455
586,360

Investments

2,603,956

Property and equipment, net

70,023

Other assets
Deposits
Life insurance

21,320
59,462

Total other assets

80,782

Total assets

$

3,341,121

$

120,553
660,116
9,348

LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses
Deferred revenue
Deferred rent, current portion

790,017

Total current liabilities
Deferred rent, net of current portion

175,142
965,159

Total liabilities
Net assets
Unrestricted
Temporarily restricted

2,270,453
105,509

Total net assets

2,375,962

Total liabilities and net assets

See notes to consolidated financial statements.

$

3,341,121
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017

Revenue
Membership dues
Continuing education and conferences
Royalties
Publications and merchandise
Contributions and sponsorships
Interest and dividends
Unrealized gains on investments
Realized gains on investments
Other revenue
Net assets released from restriction

Unrestricted

Temporarily
Restricted

$

$

Total revenue

941,667
871,662
450,930
66,889
20,754
66,878
214,021
220
22,008
34,000

Total

$
14,372
(34,000)

941,667
871,662
465,302
66,889
20,754
66,878
214,021
220
22,008
-

2,689,029

(19,628)

2,669,401

Expenses
Program services
Membership
Education
Marcom
Technical Initiative
Meetings
Pro Quals
Products
Total program services
Supporting services
Management and general

309,247
50,152
214,627
113,925
778,544
78,133
28,445
1,573,073

-

309,247
50,152
214,627
113,925
778,544
78,133
28,445
1,573,073

826,187

-

826,187

Total expenses

2,399,260

-

2,399,260

Change in net assets

289,769

Beginning net assets, as previously
reported

1,978,547

$

2,270,453

2,103,684
2,137

-

1,980,684

Beginning net assets, as restated

270,141

125,137

2,137

Prior period adjustments, net

Ending net assets

(19,628)

125,137
$

105,509

See notes to consolidated financial statements.

2,105,821
$

2,375,962
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2017
Cash flows from operating activities
Change in net assets
Adjustments to reconcile changes in net assets to net
cash provided by operating activities:
Depreciation
Net realized gains on investments
Net unrealized gains on investments
Net changes in:
Accounts receivable, net
Prepaid expenses
Inventory
Life insurance
Accounts payable and accrued expenses
Deferred revenue
Deferred rent

$

14,779
(220)
(214,021)
(40,158)
(20,830)
17,399
(582)
71,399
116,304
(5,998)

Net cash provided by operating activities

208,213

Cash flow from investing activities
Proceeds from sale of investments
Purchases of investments
Purchases of property and equipment

4,955
(502,683)
(3,549)

Net cash used in investing activities

(501,277)
(293,064)

Net decrease in cash and cash equivalents

569,548

Cash and cash equivalents, beginning
Cash and cash equivalents, ending

See notes to consolidated financial statements.

270,141

$

276,484
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

1. Description of organization
The Society of Fire Protection Engineers (SFPE) was organized in 1950 under the general laws of
the Commonwealth of Massachusetts as a nonprofit, non-stock corporation. SFPE is a professional
society for engineers involved in the multifaceted field of fire protection engineering. SFPE’s
purpose is to advance the science of fire protection engineering and its allied fields, to maintain a
high ethical standing among its members, and to foster fire protection engineering education.
SFPE’s worldwide members include engineers in private practice, industry, local, regional and
national government, as well as technical members of the insurance industry. Chapters of SFPE
are located in North America, Europe, Asia-Oceania and the Middle East. SFPE generates revenue
primarily from dues, conferences, publications, educational programs, and grants.
The SFPE Educational and Scientific Foundation (the Foundation) was organized under the
general laws of the Commonwealth of Massachusetts as a nonprofit, non-stock corporation, to carry
out educational and charitable activities related to fire protection engineering. The members of the
Foundation’s Board of Governors are appointed by SFPE’s Board of Directors.
The main offices for SFPE and the Foundation are located in Gaithersburg, Maryland.
2. Summary of significant accounting policies
Basis of consolidation
The consolidated financial statements include the accounts of SFPE and the Foundation
(together, the Organization). All significant intercompany items have been eliminated in
consolidation. The accompanying consolidated financial statements do not include the assets
and accounts of local member societies, each of which is autonomous and not under the
direction or control of SFPE.
Basis of accounting
The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting and, accordingly, reflect all significant receivables, payables, and other liabilities.
Basis of presentation
The Organization is required to report information regarding its consolidated financial position and
activities according to three classes of net assets: unrestricted net assets, temporarily restricted net
assets, and permanently restricted net assets. There were no permanently restricted net assets at
December 31, 2017.

6

SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

2. Summary of significant accounting policies (continued)
Cash and cash equivalents
The Organization considers all money market funds to be cash equivalents. In addition, the
Organization considers all highly liquid investments with the investment custodian to facilitate
investment transactions to be investments in the consolidated statement of financial position.
Accounts receivable
The Organization’s accounts receivables consist primarily of amounts related to membership
dues and royalties. Accounts receivables are valued at management’s estimate of the amount
that will be ultimately collectible. The allowance for doubtful accounts is based on specific
identification of uncollectible accounts and the Organization’s historical collection experience.
The allowance for doubtful accounts was zero at December 31, 2017.
Prepaid expenses
Prepaid expenses represent costs paid prior to year-end for conferences and other program
activities that will occur in the subsequent year. The expenses will be recognized as the respective
activities occur.
Inventory
Inventory consists of books, directors, proceedings, study guides, logo merchandise and videos.
Inventory is valued at cost, less a provision for obsolescence, using the first-in, first-out method.
Investments
Investments are carried at fair value as of the date of the consolidated statement of financial
position, which may differ from the amount ultimately realized at the time of sale. Realized and
unrealized losses are reflected in the consolidated statement of activities. The costs of securities
sold are determined by the specific identification method.
Property and equipment
All purchases of property and equipment in excess of $500 are capitalized at cost and
depreciated using the straight-line method over their estimated useful lives ranging from three to
thirty years.
Life insurance
The Foundation is the beneficiary of a whole-life insurance policy, and the cash surrender value of
the policy is recorded in the consolidated statement of financial position.
Deferred revenue
Deferred revenue consists of membership dues and conference registrations collected in
advance. Dues are recorded as deferred revenue upon receipt and are recognized as revenue
ratably over the period to which the fees relate.
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

2. Summary of significant accounting policies (continued)
Deferred rent
The Organization is recognizing the total cost of its office lease on a straight-line basis over the life
of the lease. The difference between rent paid and rent expense is recorded as deferred rent on the
consolidated statement of financial position.
Restricted and unrestricted support and revenue
Revenues received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions. Support that is
restricted is reported as an increase in unrestricted net assets if the restriction expires in the
reporting period in which the support is recognized.
All other donor-restricted support is reported as an increase in temporarily or permanently restricted
net assets, depending on the nature of the restriction. When a restriction expires, that is, when a
stipulated time restriction ends, or purpose restriction is accomplished, temporarily restricted net
assets are reclassified as unrestricted net assets and reported in the consolidated statement of
activities as net assets released from restriction.
Functional expense allocation
The costs of providing various programs and other activities have been summarized on a functional
basis in the consolidated statement of activities. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.
Income taxes
SFPE is exempt from federal and state income taxes (except taxes on unrelated business income)
under Section 501(c)(6) of the Internal Revenue Code. The Foundation is exempt from federal and
state income taxes (except taxes on unrelated business income) under Section 501(c)(3) of the
Internal Revenue Code and is classified by the Internal Revenue Service as other than a private
foundation. No provision for income taxes is required for the year ended December 31, 2017 since
the Organization had no taxable income from unrelated business activities.
The income tax positions taken by the Organization for any years open under the various statutes
of limitations are that the Organization continues to be exempt from income taxes and that they
have properly reported unrelated business income that is subject to income taxes. The
Organization believes there are no tax positions taken or expected to be taken that would
significantly increase unrecognized tax liabilities within 12 months of the reporting date. None of the
Organization’s federal or state income tax returns are currently under examination.
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

2. Summary of significant accounting policies (continued)
Use of estimates
The preparation of consolidated 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 consolidated financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.
3. Correction of errors
During the year ended December 31, 2017, the Organization determined the it incorrectly
accounted for the following during the prior year:


The Organization incorrectly calculated the deferred rent liability at December 31, 2016. The
correction of this error decreased beginning net assets by $2,466.



The Organization incorrectly calculated depreciation expense during the prior year and
understated accumulated depreciation at December 31, 2016. The correction of this error
decreased beginning net assets by $2,099.



The Organization overstated insurance expense during the prior year and overstated
accounts payable at December 31, 2016. The correction of this error increased beginning
net assets by $6,702.

The net impact on beginning net assets as a result of these errors was an increase of $2,137.
4. Concentration of credit risk
The Organization maintains its operating cash balances with high credit quality commercial banks
and financial institutions. At times, these balances may exceed federal insurance limits. The
Organization has not experienced any losses in cash, and believes it is not exposed to significant
credit risk. Cash and cash equivalents in excess of FDIC-insured limits at December 31, 2017
approximated $15,000.
The Organization invests in various investment securities. Investment securities are exposed to
various risks such as interest rates, market and credit risks. Due to the level of risk associated with
certain investment securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and that such changes could materially affect
account balances and the amounts reported in the accompanying consolidated financial
statements.
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

5. Investments and fair value measurements
FASB ASC 820, Fair Value Measurements and Disclosures, established a framework for
measuring fair value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to the
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The
three levels of the fair value hierarchy under FASB ASC 820 are described as follows:


Level 1: Level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities that are accessible at the measurement date (e. g., equity securities
traded on the New York Stock Exchange).



Level 2: Level 2 inputs are from other than quoted market prices included in Level 1 that
are observable for the asset or liability, either directly or indirectly (e. g., quoted market
prices of similar assets or liabilities in active markets, or quoted market prices for
identical or similar assets or liabilities in markets that are not active).



Level 3: Level 3 inputs are unobservable (e. g., a company’s own data) and should be
used to measure fair value to the extent that observable inputs are not available.

The 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 the observable inputs and minimize the use of the unobservable inputs.
The following are the major categories of investments measured at fair value on a recurring
basis as of December 31, 2017, using quoted prices in active markets for identical assets (Level
1).

December 31, 2017
Bank sweep funds
Mutual funds - bond funds
Mutual funds - equity funds
Total investments

$

$

Level 1
75,266
770,516
1,758,174
2,603,956

All assets have been valued using a market approach. There have been no changes in valuation
techniques and related inputs.
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

6. Property and equipment
As of December 31, 2017, property and equipment consisted of the following:

Furniture and fixtures
Office equipment
Software and hardware

$

59,303
51,095
29,780
140,178
(70,155)

$

70,023

Less accumulated depreciation
Total property and equipment, net

Depreciation and amortization expense for the year ended December 31, 2017 totaled $14,779.
7. Deferred revenue
Deferred revenue includes monies received in advanced for various activities. As of December 31,
2017, deferred revenue consisted of the following:

Membership dues
Corp 100 dues
Sponsorships and exhibits
Conference registrations
Total deferred revenue

$

545,891
62,175
29,159
22,891

$

660,116

8. Operating lease
The Organization entered into an operating lease for office space that expires in March 2026.
No rent payments were due for the first 18-months of the lease. In addition, the lease calls for
annual increases in base rent and requires the Organization to pay a proportionate share of the
annual building operating costs.
In accordance with accounting principles generally accepted in the United States of America,
the Organization recognizes the total cost of its office space on a straight-line basis over the life
of the lease. The difference between rent paid and rent expense is recorded as deferred rent on
the consolidated statement of financial position.
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

8. Operating lease (continued)
Future minimum lease payments are as follows:

Years ending December 31:
2018
2019
2020
2021
2022
Thereafter
Total Minimum Lease Payments

$

136,928
140,328
143,835
147,438
151,127
517,372

$

1,237,028

Total rent expense for the Organization was $130,622 for the year ended December 31, 2017.
9. Temporarily restricted net assets
Temporarily restricted net assets were available for the following scholarship programs at
December 31, 2017:

Guise
Proulx
Bono
Burns
Total temporary restricted net assets

$

47,680
33,006
16,823
8,000

$

105,509

10. Retirement plan
The Organization offers a 401(k)-retirement plan. Employees are eligible to enter the plan after
completing six months of service. Employees may contribute to this plan via salary deferrals up to
the annual IRS maximum. The Organization may provide discretionary contributions. The
Organization also provides a safe harbor non-elective contribution of 3% of base salary, paid each
pay period. Employee deferrals and safe harbor contributions are immediately vested. Discretionary
contributions are subject to a three-year graded vesting schedule. For the year ended December
31, 2017, contributions to the retirement plan were $52,131.
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

11. Commitments
The Organization has entered into agreements with vendors for various conferences and events in
future years. The contracts contain contingency clauses whereby the Organization may be liable for
liquidated damages in the event of cancellation.
12. Subsequent events
Management of the Organization has evaluated events or transactions that occurred after
December 31, 2017 through July 20, 2018, the date the consolidated financial statements were
available to be issued and has determined that no subsequent events or transactions have
occurred that require recognition or disclosure in the consolidated financial statements.
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SUPPLEMENTARY INFORMATION

SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
CONSOLIDATING SCHEDULE OF FINANCIAL POSITION
DECEMBER 31, 2017
SFPE

SFPE
Foundation

Eliminations

Consolidated

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable, net
Prepaid expenses
Inventory

$

Total current assets
Investments

240,941
157,523
135,858
19,455

$

35,543
150
-

$

$
(3,110)
-

276,484
154,563
135,858
19,455
586,360

553,777

35,693

(3,110)

2,377,333

226,623

-

2,603,956

Property and equipment, net

70,023

-

-

70,023

Other assets
Deposits
Life insurance

21,320
-

59,462

-

21,320
59,462

Total other assets

21,320

59,462

-

80,782

Total assets

$

3,022,453

$

321,778

$

(3,110) $

3,341,121

$

112,552
660,116
9,348

$

11,111
-

$

(3,110) $
-

120,553
660,116
9,348

LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses
Deferred revenue
Deferred rent, current portion
Total current liabilities

782,016

11,111

(3,110)

790,017

175,142

-

-

175,142

957,158

11,111

(3,110)

965,159

Net assets
Unrestricted
Temporarily restricted

2,065,295
-

205,158
105,509

-

2,270,453
105,509

Total net assets

2,065,295

310,667

-

2,375,962

Deferred rent, net of current portion
Total liabilities

Total liabilities and net assets

$

3,022,453

$

321,778

$

(3,110)

See independent auditor's report on supplementary information.

$

3,341,121
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SOCIETY OF FIRE PROTECTION ENGINEERS AND SUBSIDIARY
CONSOLIDATING SCHEDULE OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017
SFPE
Foundation

SFPE
Unrestricted activities
Revenue and support
Membership dues
Continuing education and conferences
Royalties
Publications and merchandise
Contributions and sponsorships
Interest and dividends
Unrealized gains on investments
Realized gains on investments
Other revenue
Net assets released from restriction

$

Total unrestricted revenue and support
Expenses
Program services
Membership
Education
Marcom
Technical initiative
Meetings
ProQuals
Products
Total program services
Supporting services
Management and general
Total expenses
Change in unrestricted net assets

941,667
871,662
450,930
66,889
60,976
187,523
22,619
-

$

20,754
5,902
26,498
220
3,000
34,000

Eliminations

$

Consolidated

$
(3,611)
-

941,667
871,662
450,930
66,889
20,754
66,878
214,021
220
22,008
34,000

2,602,266

90,374

(3,611)

2,689,029

309,247
214,627
113,925
778,544
78,133
28,445
1,522,921

50,152
50,152

-

309,247
50,152
214,627
113,925
778,544
78,133
28,445
1,573,073

826,187

3,611

(3,611)

826,187

2,349,108

53,763

(3,611)

2,399,260

253,158

36,611

-

289,769

Temporarily restricted activities
Contributions and sponsorships
Net assets released from restriction

-

14,372
(34,000)

-

14,372
(34,000)

Change in temporarily restricted
net assets

-

(19,628)

-

(19,628)

253,158

16,983

-

270,141

1,810,000

293,684

-

2,103,684

-

2,137

-

2,105,821

Change in net assets
Beginning net assets, as previously
reported
Prior period adjustments, net

2,137

Beginning net assets, as restated
Ending net assets

-

1,812,137
$

2,065,295

293,684
$

310,667

$

-

See independent auditor's report on supplementary information.

$

2,375,962
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