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Keegan, Linscott & Kenon, PC

INDEPENDENT AUDITOR'’S REPORT

To the Board of Directors
The Sonoran Institute

Report on the Financial Statements

We have audited the accompanying financial statements of The Sonoran Institute (the “Institute”) which
comprise the statements of financial position as of June 30, 2017 and 2016, the related statements of cash flows
for the years then ended, and the related statement of activities and changes in net assets for the year ended
June 30, 2017, 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 audits. We conducted our
audits 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 of 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 Institute’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 Institute’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.

3443 N. Campbell Ave, Suite 115 « Tucson, Arizona 85719 « PHN 520.884.0176 « FAX 520.884.8767 « www.KLKCPA.com



To the Board of Directors
The Sonoran Institute
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Institute as of June 30, 2017 and 2016, and its cash flows for the years then ended and the change
in net assets for the year ended June 30, 2017, in accordance with accounting principles generally accepted in
the United States of America.

Other Matter

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying supplemental schedules are presented for purposes of additional analysis and are not a required part
of the 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 financial statements. The information
has been subjected to the auditing procedures applied in the audits of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the 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 financial statements as a whole.

Report on Summarized Comparative Information
We have previously audited the Institute’s 2016 financial statements, and we expressed an unmodified audit
opinion on those audited financial statements in our report dated October 24, 2016. In our opinion, the

summarized comparative information presented herein as of and for the year ended June 30, 2017, is consistent,
in all material respects, with the audited financial statements from which it has been derived.

Hossgons, Tnaeoth¥ fanom | p-

Tucson, Arizona
October 25,2017
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THE SONORAN INSTITUTE

STATEMENTS OF FINANCIAL POSITION

Assets

Current assets
Cash and cash equivalents
Accounts receivable
Foundation grants receivable

Government grants and contracts receivable, net

Unbilled contracts receivable
Pledges receivable, net
Prepaid expenses

Deposits

Total current assets

Beneficial interest in assets held by others
Pledges receivable, net
Property and equipment, net

Total assets

Liabilities
Current liabilities
Accounts payable
Accrued expenses
Deferred revenue
Current portion of long-term debt

Total current liabilities

Long-term debt

Total liabilities

Net Assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets

Total liabilities and net assets

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS

AS OF JUNE 30,

2017 2016
609,098 $ 925946
81,201 15,708
- 32,641
56,141 27,434
342,823 166,378
56,961 144,269
13,629 27,882
8,147 8,147
1,168,000 1,348,405
1,405,436 1,268,761
139,054 48,539
23,994 45,698
2,736,484 $ 2,711,403
104,151 $ 49,216
121,644 122,831
347,051 621,322
6,451 7,042
579,297 800,411
7,406 13,858
586,703 814,269
146,081 140,759
668,035 517,455
1,335,665 1,238,920
2,149,781 1,897,134
2,736,484 $ 2,711,403




THE SONORAN INSTITUTE

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2017
(WITH COMPARATIVE SUMMARIZED TOTALS FOR THE YEAR ENDED JUNE 30, 2016)

Summarized
Temporarily Permanently Total Total
Unrestricted Restricted Restricted 2017 2016
Revenues and Other Support
Contributions $ 173,882 $ 91,854 $ 96,745 $ 362,481 $ 974,013
Foundation grants 145,294 219,956 - 365,250 259,913
Government grants 349,346 - - 349,346 257,971
Contract income 1,896,848 - - 1,896,848 2,665,755
Program service income - - - - 13,469
Investment income (loss), net - 144,492 144,492 (567)
Other income 104,323 - - 104,323 29,447
Special events - - - - 28,189
Gain on release from obligation under letter of agreement - - - - 75,317
Net assets released from restrictions 305,722 (305,722) - - -
Total revenues and other support 2,975,415 150,580 96,745 3,222,740 4,303,507
Expenses

Salaries and wages 1,446,482 - - 1,446,482 1,434,198
Pension contributions 38,801 - - 38,801 35,204
Other employee benefits 78,937 - - 78,937 91,142
Payroll taxes 135,391 - - 135,391 131,065
Consultants 415,086 - - 415,086 563,368
Accounting and legal 46,267 - - 46,267 37,032
Outside services 201,170 - - 201,170 255,335
Insurance 14,184 - - 14,184 15,752
Office supplies 39,024 - - 39,024 39,633
Equipment leases 7,042 - - 7,042 10,001
Field supplies and materials 19,420 - - 19,420 33,723
Water acquisition - - - - 1,075,839
Telephone 21,823 - - 21,823 27,693
Postage and shipping 2,296 - - 2,296 2,970
Dues and publications 9,666 - - 9,666 11,868
Printing and photocopying 16,038 - - 16,038 16,650
Miscellaneous 8,724 - - 8,724 11,718
Training and seminars 26,046 - - 26,046 5,445
Travel 142,393 - - 142,393 151,278
Meetings 26,321 - - 26,321 37,305
Repairs and maintenance 11,950 - - 11,950 20,153
Rent 111,349 - - 111,349 123,127
Utilities 1,379 - - 1,379 8,911
Subcontracts and grants 106,974 - - 106,974 180,768
Contributions 2,200 - - 2,200 337,799
Depreciation 32,694 - - 32,694 42,151
Bad debt 208 - - 208 411
Interest expense 898 - - 898 1,248
Foreign currency transaction loss 7,330 - - 7,330 160,080
Total expenses 2,970,093 - - 2,970,093 4,861,867
Change in net assets 5,322 150,580 96,745 252,647 (558,360)

Net assets, beginning of year 140,759 517,455 1,238,920 1,897,134 2,455,494

Net assets, end of year $ 146,081 $ 668035 $ 1335665 $ 2,149,781 $ 1,897,134

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS



THE SONORAN INSTITUTE

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30,

Cash Flows from Operating Activities
Change in net assets $
Adjustments to reconcile change in net assets to net
cash used in operating activities
Depreciation
Loss on sale of property and equipment
Gain on release from obligation under letter of agreement
Contributions restricted for permanent endowment
Net realized and unrealized (gain) loss on investments
Net realized and unrealized (gain) loss on beneficial interest
in assets held by others
Changes in operating assets and liabilities
Accounts receivable
Foundation grants receivable
Government grants and contracts receivable, net
Unbilled contract receivables
Pledges receivable, net
Prepaid expenses
Deposits
Accounts payable
Accrued expenses
Deferred revenue

Net cash used in operating activities

Cash Flows from Investing Activities

Proceeds on sale of property and equipment

Purchase of property and equipment

Proceeds on sale of investments

Purchases of investments

Net contributions and reinvestments to fund beneficial interest
in assets held by others

Distributions from beneficial interest in assets held by others

Net cash used in investing activities

Cash Flows from Financing Activities
Principal payments on long-term debt
Contributions restricted for investment in endowment

Net cash provided by (used in) financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Supplemental Disclosure of Cash Flow Information
Cash paid for interest $

2017 2016
252,647 $ (558,360)
32,694 42,151

- (2,275)

- (75,317)
(96,745) (483)
- (8,447)
(128,246) 42,668
(65,493) (1,802)
32,641 558,815
(28,707) 227,344
(176,445) 162,828
(3,207) 26,000
14,253 2,407

- 3,257

54,935 (79,644)
(1,187) (36,689)
(274,271) (934,778)
(387,131) (632,325)
- 7,810
(10,990) (8,531)
- 1,304,989

- (9,093)
(31,957) (1,334,957)
23,528 23,528
(19,419) (16,254)
(7,043) (6,692)
96,745 483
89,702 (6,209)
(316,848) (654,788)
925,946 1,580,734
609,098 $ 925,946
898 $ 1,248

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS



THE SONORAN INSTITUTE

1.

NOTES TO FINANCIAL STATEMENTS

Organization

The Sonoran Institute (the “Institute”), founded in 1990, is a nonprofit corporation that works with
communities to achieve harmony between the built environment and the natural world. The Institute
works at the nexus of commerce, community, and conservation to help people build the communities
they want to live in while preserving the values which brought them to the North American West. The
lasting benefits of the Institute’s community stewardship work is a West where civil dialogue and
collaboration are hallmarks of decision making, where people and wildlife live in harmony, and where
clean water, air, and energy are assured. Primary sources of revenue are foundation grants, contracts,
governmental funding, and donations.

During fiscal year 2016, the Board of Directors adopted a plan authorizing Community Builders, a
project of the Institute’s Rockies program, to pursue a plan for separate incorporation. During fiscal year
2016, Community Builders was officially incorporated as a stand-alone not-for-profit entity and effective
December 31, 2015 Community Builders was no longer a part of the Institute. As part of the separation
and per the terms of the separation agreement, the Institute contributed net assets that had a net book
value of approximately $310,000 to Community Builders, which is included in contributions expense in
the accompanying statement of activities and changes in net assets for the year ended June 30, 2016.

Summary of Significant Accounting Policies

Basis of Presentation

The Institute follows accounting standards set by the Financial Accounting Standards Board (“FASB”).
The FASB sets accounting principles generally accepted in the United States of America (“U.S. GAAP")
that the Institute follows to ensure the consistent reporting of its financial condition, changes in net
assets and cash flows. References to U.S. GAAP issued by the FASB are to the FASB Accounting
Standards Codification (“ASC").

The Institute’s financial statements have been prepared in accordance with ASC 958, Not-for-Profit
Entities. Under this authoritative guidance, the Institute is required to provide financial statements
which are prepared to focus on the Institute as a whole and to present balances and transactions
according to the existence or absence of donor-imposed restrictions. Resources are reported for
accounting purposes in separate classes of net assets based on the existence or absence of donor-
imposed restrictions. In the accompanying financial statements, net assets having similar characteristics
have been combined into similar categories as follows:

o Unrestricted — Net assets that are not subject to donor-imposed stipulations. Unrestricted net
assets may be designated for specific purposes by action of the Board of Directors.

e Temporarily Restricted — Net assets whose use by the Institute is subject to donor-imposed
stipulations that can be fulfilled by actions of the Institute pursuant to those stipulations or that
expire through the passage of time.

o Permanently Restricted — Net assets that are subject to donor-imposed stipulations or law
that assets be maintained permanently by the Institute. The donors of these assets permit the
Institute to use all or part of the investment return of these assets for furthering the Institute’s
mission through continued operations which may be subject to certain restrictions.



THE SONORAN INSTITUTE

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Basis of Presentation (continued)

All contributions are considered to be available for unrestricted use unless specifically restricted by the
donor. Amounts received that are designated for future periods or restricted by the donor for specific
purposes are reported as temporarily restricted support. Once the Institute has complied with all of the
specific restrictions, the contribution is reclassified to the unrestricted net asset group as a net asset
released from restrictions. This reclassification increases unrestricted net assets and decreases
temporarily restricted net assets. However, if a restriction is fulfilled in the same reporting period in
which the contribution is received, the Institute reports the support as unrestricted. Contributions of
long-lived assets not having donor-imposed purpose or time restrictions are reported as unrestricted
contributions in amounts equal to the fair value of the contributed assets. Conditional promises to give
are not recognized until they become unconditional, that is, when the conditions on which they
depend are substantially met.

Cash and Cash Equivalents

For financial statement reporting purposes, the Institute considers all highly liquid instruments
purchased with original maturities of three months or less to be cash equivalents. The carrying amount
of cash equivalents approximates their fair values and are classified as Level 1 inputs in the fair value
hierarchy. The Institute places its cash and cash equivalents with high credit quality institutions. At
times, such deposits may be in excess of the Federal Deposit Insurance Corporation (“FDIC”") insurance
limit (see Note 14). The Institute has not experienced any losses and does not believe it is exposed to
any significant credit risk on cash balances. All such accounts are monitored by management to
mitigate risk.

Accounts, Grants, and Contracts Receivable

The Institute’s funding sources are primarily foundations and governmental agencies. The Institute grants
credit to these agencies. The carrying amount of accounts, grants, and contracts receivable is reduced by a
valuation allowance that reflects management’s best estimate of amounts that will not be collected. The
allowance for doubtful accounts is based on management’s assessment of the collectability of specific
accounts and the aging of receivables. Receivables are written off when deemed uncollectible. Recoveries
of receivables previously written off are recorded when received.

As of June 30, 2017 and 2016, management considers all accounts receivable and foundation grants
receivable to be collectible, therefore, no allowance for doubtful accounts has been provided. As of June 30,
2017 and 2016, government grants and contracts receivable is presented net of an allowance for doubtful
accounts of $12,677.

Unbilled Contracts Receivable
Unbilled contracts receivable represent the contract revenue recognized to date from expenses incurred by
the Institute, but not yet invoiced due to contract terms or the timing of the accounting invoicing cycle.



THE SONORAN INSTITUTE

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Pledges Receivable

The Institute accounts for pledges receivable to be made in future years as unconditional promises to
give in the year the promise is made. Pledges to be received after one year are presented at their
discounted present value at a risk-adjusted rate. Amortization of the discount is recorded as additional
contribution revenue in accordance with the donor-imposed restrictions, if any, on the contributions.
The fair value amount of pledges receivable is reduced by a valuation allowance that reflects
management’s best estimate of amounts that will not be collected. All pledges deemed to be
uncollectible are written off. As of June 30, 2017 and 2016, management considered all pledges
receivable to be collectible; therefore, no allowance for uncollectible promises has been provided.

Beneficial Interest in Assets Held by Others

In August 2015, the Institute’s investments were transferred to the Community Foundation for Southern
Arizona (“CFSA”) to be managed as agency designated funds for the Institute’s permanent endowment
fund. Under the terms of the agency designated funds agreement, the Institute named itself as the
beneficiary and all assets held by CFSA will be subject to the articles of incorporation and bylaws of
CFSA, including the powers contained therein, as defined by the agreement. The CFSA Board may not
use their variance power to remove the endowment restriction imposed on the Institute’s agency
designated funds. Distributions from the agency designated funds will be made available to the
Institute at least annually in accordance with the current spending policy of CFSA. In the event that the
annual distribution calculated by CFSA is greater than the amount allowed per the Institute’s
investment spending policy, the remaining amount will be reinvested back into the endowment fund.
The fair value of beneficial interest in assets held by others totaled $1,405,436 and $1,268,761 as of June
30,2017 and 2016, respectively.

In accordance with ASC 958-605, Not-for-Profit Entities — Revenue Recognition, the Institute measures the
fair value of agency designated funds held at CFSA using the fair value of the underlying assets.
Subsequent changes in the fair value of the underlying assets are reported as a component of
temporarily restricted investment income (loss), net of fees in the accompanying statement of activities
and changes in net assets until amounts are appropriated for expenditure by the board of directors.
CFSA on behalf of the Institute invests in professionally managed portfolios that contain equity and
fixed income securities. Such investments are exposed to various risks such as market and credit. Due to
the level of risk associated with such investments and the level of uncertainty related to changes in the
value of such investments, it is at least reasonably possible that changes in risks in the near term would
materially affect investment balances and the amounts reported in the accompanying financial
statements.

The beneficial interest in assets held by others is considered to be impaired when a decline in fair value
is judged to be other-than-temporary. The Institute employs a systematic methodology on an annual
basis that considers available quantitative and qualitative evidence in evaluating potential impairment.
If the cost of the agency designated fund exceeds its fair value, management evaluates, among other
factors, general market conditions, the duration and extent to which the fair value is less than cost, and
the intent and ability to hold the underlying investment. The Institute also considers specific adverse
conditions related to the financial health of and business outlook for the investee, including industry
and sector performance, changes in technology, operational and financing cash flow factors, and rating
agency actions. Once a decline in fair value is determined to be other-than-temporary, an impairment
charge is recorded and a new cost basis is established.



THE SONORAN INSTITUTE

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment are stated at cost if purchased or at fair value at date of donation. Depreciation
is provided over the estimated useful life of each class of depreciable asset and is computed using the
straight-line method, ranging from three to seven years.

The Institute’s policy is to capitalize expenditures for property and equipment and donated property
and equipment received that exceed $2,000 and have a useful life greater than one year. When items
are retired or disposed of, the cost and accumulated depreciation are removed from the accounts and
any gain or loss is included in the statement of activities and changes in net assets. Repairs and
maintenance for normal upkeep are charged to expense as incurred.

The Institute periodically reviews the carrying value of long-lived assets held and used, and assets to be
disposed of, for possible impairment when events and circumstances warrant such a review. Through
June 30, 2017, the Institute had not experienced impairment losses on its long-lived assets.

Revenue Recognition

The Institute accounts for its government funded grant and contract revenues as exchange
transactions. Revenue under cost reimbursement grants and contracts are recognized when costs are
incurred or agreed-upon work is performed in accordance with the applicable agreements. Foundation
grants are accounted for as either exchange transactions or as contributions depending on the nature
of the grant. A receivable is recorded to the extent revenue recognized exceeds payment received;
conversely, advances in excess of costs incurred or work performed under government funded grants
and contracts are deferred and recognized as revenue when the related cost is incurred.

Contributions are recorded upon the Institute receiving notification of an unconditional promise to
give.

Income Taxes

The Institute is exempt from federal and state income taxes under the Federal Internal Revenue Code
(“IRC") Section 501(c)(3) and Arizona income tax laws, and is classified as other than a private foundation
under IRC Section 509(a)(1). The Institute also qualifies for the charitable contribution deduction under
IRC Section 170(b)(1)(a).

Management has considered its tax positions in accordance with the accounting standard for
uncertainty in income taxes and believes that all of the positions taken in its federal and state exempt
organization tax returns are more likely than not to be sustained upon examination. The Institute’s
returns are subject to examination by federal and state taxing authorities, generally for three years and
four years, respectively, after they are filed. Furthermore, in the opinion of management, any liability
resulting from taxing authorities imposing income taxes on the net taxable income from activities
deemed to be unrelated to the Institute's non-taxable status is not expected to have a material effect on
the Institute’s financial position or results of operations. Accordingly, no provision is made for uncertain
income tax positions in the accompanying financial statements.

Should the Institute ever be subject to interest and penalties related to unrecognized tax benefits, they
would be classified in miscellaneous expenses and accrued expenses in the accompanying financial
statements. During the years ended June 30, 2017 and 2016, the Institute did not recognize any interest
and penalties.

10



THE SONORAN INSTITUTE

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Endowment Funds

As of June 30, 2017 and 2016, the Institute’s endowment corpus is held and managed by CFSA and is
comprised of an agency designated fund. Agency designated funds represent assets transferred by the
Institute to CFSA to establish an endowment fund and future cash contributions made to the
endowment for the benefit of the Institute (i.e., the Institute has specified themselves as the
beneficiary). The Institute also has endowment funds that are held and managed internally and consist
of pledges receivable in the accompanying statements of financial position.

The Institute has interpreted the “Management of Charitable Funds Act” (Arizona’s version of the
Uniform Prudent Management of Institutional Funds Act or “UPMIFA”), which underlies the Institute’s
net asset classification of donor-restricted endowment funds, as requiring the preservation of the fair
value of the original gift. As a result of this interpretation, the Institute classifies as permanently
restricted net assets (1) the original value of gifts donated to the permanent endowment, (2) the
original value of subsequent gifts to the permanent endowment, and (3) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument
at the time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified as permanently restricted net assets is classified as temporarily
restricted net assets until those amounts are appropriated for expenditure by the Institute in a manner
consistent with the standard of prudence prescribed by the law.

Endowment assets include those assets of donor-restricted funds that the Institute must hold in
perpetuity or for donor-specified periods. To satisfy its long-term objectives, the Institute relies on a
total return strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends) while assuming a moderate level of
investment risk. The Institute is subject to CFSA’s investment policies for endowment assets.

The Institute expects its endowment funds, over time, to provide an average rate of return that exceeds
inflation. Actual returns in any given year may vary from that amount. The Institute’s spending policy for
its endowment assets attempt to provide a predictable stream of funding by appropriating for
distribution each year 4% of its endowment value; however, as discussed in Note 10, the Institute’s
appropriation for distribution is currently restricted until matching funds for the original donor gift are
raised.

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or current law requires the Institute to retain for a fund of
perpetual duration. In accordance with U.S. GAAP, deficiencies of this nature are reported in
unrestricted net assets. There were no such deficiencies as of June 30,2017 and 2016.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP 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 reporting period. Actual results could differ from those estimates.

11



THE SONORAN INSTITUTE

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Prior Year Information

The financial statements include certain prior year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with U.S. GAAP. Accordingly, such information should be read in conjunction with the
Institute’s financial statements for the year ended June 30, 2016, from which the summarized
information was derived.

Reclassifications
Certain amounts in the prior year's financial statements have been reclassified to conform to the current
year presentation, with no effect on net assets.

3. Recent Accounting Pronouncements

Recently Adopted Accounting Pronouncements

In August 2014, the FASB issued Accounting Standards Update (“ASU”) No. 2014-15, Presentation of
Financial Statements—Going Concern (Subtopic 205-40): Disclosure of Uncertainties about an Entity's Ability
to Continue as a Going Concern. ASU No. 2014-15 explicitly requires management to evaluate, at each
annual or interim reporting period, whether there are conditions or events that exist which raise
substantial doubt about an entity's ability to continue as a going concern and to provide related
disclosures. ASU No. 2014-15 was effective for annual periods ending after December 15, 2016, and
annual and interim periods thereafter, with early adoption permitted. The adoption of ASU No. 2014-15
did not have an effect on the Institute’s financial statements or disclosures.

Not Adopted as of June 30, 2017

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606): An
Amendment of the FASB Accounting Standards Codification. The amendments in this ASU affect any entity
that either enters into contracts with customers to transfer goods or services or enters into contracts for
the transfer of nonfinancial assets unless those contracts are within the scope of other standards (e.g.,
insurance contracts or lease contracts). This ASU will supersede the revenue recognition requirements
in ASC Topic 605, Revenue Recognition, and most industry-specific guidance, and creates a Topic 606
Revenue from Contracts with Customers. The core principle of the guidance is that an entity should
recognize revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The updated standard will replace most existing revenue recognition guidance in U.S. GAAP
when it becomes effective and permits the use of either the full retrospective or retrospective with
cumulative effect transition method.

In August 2015, the FASB issued ASU No. 2015-14 which defers the effective date of ASU No. 2014-09
one year making it effective for annual reporting periods beginning after December 15, 2018. Early
adoption is permitted with certain restrictions. The Institute has not yet selected a transition method
and is currently evaluating the effect this standard will have on the financial statements.

In March 2016, the FASB has issued ASU No. 2016-08, Revenue from Contracts with Customers (Topic 606):

Principal versus Agent Considerations (Reporting Revenue Gross versus Net). The amendments relate to
when another party, along with the entity, is involved in providing a good or service to a customer.

12



THE SONORAN INSTITUTE

NOTES TO FINANCIAL STATEMENTS

Recent Accounting Pronouncements (continued)

Not Adopted as of June 30, 2017 (continued)

Topic 606 Revenue from Contracts with Customers requires an entity to determine whether the nature of
its promise is to provide that good or service to the customer (i.e., the entity is a principal) or to arrange
for the good or service to be provided to the customer by the other party (i.e,, the entity is an agent).
The amendments amend certain existing illustrative examples and add additional illustrative examples
to assist in the application of the guidance. The effective date and transition of these amendments is
the same as the effective date and transition of ASU No. 2014-09, Revenue from Contracts with Customers
(Topic 606).

In April 2016, the FASB has issued ASU No. 2016-10, Revenue from Contracts with Customers (Topic 606):
Identifying Performance Obligations and Licensing. The amendments clarify the following two aspects of
Topic 606: (a) identifying performance obligations; and (b) the licensing implementation guidance. The
amendments do not change the core principle of the guidance in Topic 606. The effective date and
transition of these amendments is the same as the effective date and transition of ASU No. 2014-09,
Revenue from Contracts with Customers (Topic 606).

In May 2016 and December 2016, the FASB issued ASU No. 2016-12, Revenue from Contracts with
Customers (Topic 606): Narrow-Scope Improvements and Practical Expedients and ASU No. 2016-20,
Technical Corrections and Improvements to Topic 606, Revenue from Contracts with Customers. The
amendments do not change the core revenue recognition principle in Topic 606. The amendments
provide clarifying guidance in certain narrow areas and add some practical expedients. The effective
dates and transition of these amendments is the same as the effective date and transition of ASU No.
2014-09, Revenue from Contracts with Customers (Topic 606).

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments — Overall (Subtopic 825-10):
Recognition and Measurement of Financial Assets and Financial Liabilities. The amendments in ASU No.
2016-01 primarily affect the accounting for equity investments, financial liabilities under the fair value
option, and the presentation and disclosure requirements for financial instruments. The ASU requires
the Institute to segregate in tabular form as of the balance sheet date, the aggregate related fair values
of investments with unrealized losses, and the aggregate amount of unrealized losses by those
investments that have been in a continuous unrealized loss position for less than 12 months and those
that have been in a continuous unrealized loss position for longer than 12 months. ASU No. 2016-01 is
effective for fiscal years beginning after December 15, 2018, and interim periods within the fiscal years
beginning after December 15, 2019. The adoption of ASU No. 2016-01 is not expected to have a
material effect on the Institute’s financial statement disclosures.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU supersedes
the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required to recognize
lease assets and lease liabilities on the balance sheet for all leases with terms longer than 12 months.
Leases will be classified as either finance or operating, with classification affecting the pattern of
expense recognition in the income statement. The new standard is effective for fiscal years beginning
after December 15, 2019, including interim periods within those fiscal years. A modified retrospective
transition approach is required for lessees for capital and operating leases existing at, or entered into
after, the beginning of the earliest comparative period presented in the financial statements, with
certain practical expedients available. The Institute is currently evaluating the effect this standard will
have on the financial statements.
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NOTES TO FINANCIAL STATEMENTS

Recent Accounting Pronouncements (continued)

Not Adopted as of June 30, 2017 (continued)

In August 2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of
Financial Statements of Not-for-Profit Entities. The amendments in ASU No. 2016-14 change presentation
and disclosure requirements for not-for-profit entities to provide more relevant information about their
resources (and the changes in those resources) to donors, grantors, creditors, and other users. These
include qualitative and quantitative requirements in the following areas: Net Asset Classes; Investment
Return; Expenses; Liquidity and Availability of Resources; and Presentation of Operating Cash Flows.
ASU No. 2016-14 is effective for not-for-profit organizations for annual financial statements issued for
fiscal years beginning after December 15, 2017, and for interim periods within fiscal years beginning
after December 15, 2018. Application to interim financial statements is permitted but not required in
the initial year of application. Early application of the amendments is permitted. The Institute is
currently evaluating the effect that implementation of the new standard will have on its financial
statements and disclosures.

4. Pledges Receivable

Pledges receivable are recorded at their estimated fair value. Amounts due more than one year are
recorded at the present value of the estimated future cash flows discounted at an adjusted risk-free rate
applicable to the year in which the promises were received of 2%. As of June 30, the amounts of the
receivables to be collected as a result of these promises are as follows:

2017 2016
Receivables (less than one year) S 58,100 $ 150,000
Receivables (one to five years) 147,000 50,000
205,100 200,000
Less discount to net present value (9,085) (7,192)
Pledges receivable, net $ 196,015 $ 192,808

5. Fair Value Measurements

The Institute utilizes the fair value hierarchy required by ASC 820 which prioritizes the inputs to
valuation techniques used to measure fair value into three levels:

Level 1 Valuations based on unadjusted quoted prices in active markets for identical assets or
liabilities that the Institute has the ability to access at the measurement date.

Level 2 Valuations based on quoted prices in markets that are not active or for which significant
inputs are observable, directly or indirectly.

Level 3 Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

The Institute defines active markets for equity instruments based on the average daily trading volume
both in absolute terms and relative to the market capitalization for the instrument. The Institute defines
active markets for debt instruments based on both the average daily trading volume and the number of
days with trading activity.
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NOTES TO FINANCIAL STATEMENTS

Fair Value Measurements (continued)

The assets held at the CFSA are categorized as Level 3 due to the lack of a market in which the Institute’s
units of participation in CFSA’s pooled investments could be bought or sold. The Institute measures the
fair value of its beneficial interest by taking its proportionate share of the fair value of the underlying
assets.

The following table represents the Institute’s financial assets that are measured at fair value on a
recurring basis as of June 30:

Level 3
Description 2017 2016

Beneficial interest in assets held by others $ 1,405,436 $ 1,268,761

The following table presents a reconciliation of the Level 3 benéeficial interest in assets held by others
measured at fair value for the years ended June 30:

Description 2017 2016
Fair value as of July 1 $ 1,268,761 $ -
Contributions and reinvestments to fund
beneficial interest in assets held by others 47,924 1,348,830
Investment fees (15,967) (13,873)
Net realized/unrealized gains (losses) in
changes in net assets 128,246 (42,668)
Distributions (23,528) (23,528)
Fair value as of June 30 $ 1,405,436 $ 1,268,761

The Institute’s long-term pledges receivable are classified within Level 3 of the fair value hierarchy
because the inputs are unobservable and are generated by the Institute itself, using the Institute’s own
data. Only the current year's additions to pledges receivable are included in the fair value hierarchy
non-recurring basis table because the Institute’s pledges receivable involved fair value measurement
only upon initial recognition. The following table represents the Institute’s financial assets that are
measured at fair value on a non-recurring basis as of June 30:

Level 3
Description 2017 2016

Initially-recognized pledges receivable $ 55,100 $ -
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NOTES TO FINANCIAL STATEMENTS

Fair Value Measurements (continued)

Reconciliation of initially-recognized pledges receivable, which are included in fair value hierarchy, to
total pledges receivable in the statements of financial position is as follows:

2017 2016
Initially-recognized pledges receivable S 55,100 $ -
Pledges receivable, recognized in prior years 150,000 200,000
Less discount to net present value (9,085) (7,192)
Total $ 196,015 $ 192,808

6. Property and Equipment

A summary of the property and equipment and related accumulated depreciation consists of the
following as of June 30:

2017 2016
Office furniture and equipment $ 145,694 $ 134,704
Vehicles 140,913 140,913
Software 99,907 99,907
386,514 375,524
Less accumulated depreciation (362,520) (329,826)
$ 23,99 $ 45,698

7. Revolving Line of Credit
The Institute had a revolving line of credit agreement (the “Agreement”) with a financial institution in
the amount of $150,000. Interest was computed at an interest rate of prime, 3.25% at June 30, 2015,
plus 3.0%. The line of credit was collateralized by asset accounts specified in the Agreement. This line of
credit was closed by the Institute in September of 2015.

8. Long-Term Debt

Long-term debt as of June 30 is summarized as follows:

2017 2016
Note payable to bank with monthly payments of $662,
including interest at 5.00% per annum, until maturity in
April 2019. Collateralized by a vehicle. $ 13,857 $ 20,900
Less current portion of long-term debt (6,451) (7,042)
Long-term debt S 7,406 $ 13,858
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NOTES TO FINANCIAL STATEMENTS

Long-Term Debt (continued)

The following is a summary of future principal maturities of long-term debt as of June 30, 2017:

Fiscal

Year Ending Amount
2017 $ 6,451
2018 7,406
Total $ 13,857

9. Temporarily Restricted Net Assets

Temporarily restricted net assets consist of the following as of June 30:

2017 2016
Colorado River Delta S 226,679 $ 281,703
Sun Corridor 126,914 72,594
Western Lands & Communities 13,454 129
Administration - 2,901
Future years operations 55,429 35,533
Unappropriated earnings from endowment funds 245,559 124,595

$ 668035 § 517455

10. Endowment Funds

Permanently restricted net assets consist of the Institute’s donor-restricted endowment funds totaling
$1,335,666 and $1,238,920 as of June 30, 2017 and 2016, respectively. Endowment funds are included in
the beneficial interest in assets held by others and pledges receivable in the accompanying statements
of financial position.

Endowment net asset composition by type of fund as of June 30, 2017:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor-restricted endowment funds  $ -$ 245,559 $ 1,335,665 $ 1,581,224
Total funds $ -$ 245,559 § 1,335,665 $ 1,581,224
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NOTES TO FINANCIAL STATEMENTS

Endowment Funds (continued)

Changes in endowment net assets for the year ended June 30, 2017:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment net assets, June 30,2016 S - S 124,595 1,238,920 $ 1,363,515
Investment return
Investment income, net - 16,246 - 16,246
Net appreciation - 128,246 - 128,246
Total investment return - 144,492 - 144,492
Contributions - - 96,745 96,745
Appropriation of endowment
funds for expenditure (23,528) - - (23,528)
Transfers between funds 23,528 (23,528) - -
Endowment net assets, June 30,2017 $ - S 245,559 § 1,335,665 $ 1,581,224
Endowment net asset composition by type of fund as of June 30, 2016:
Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor-restricted endowment funds  $ -$ 124,595 $ 1,238,920 $ 1,363,515
Total funds $ -$ 124,595 $ 1,238,920 $ 1,363,515
Changes in endowment net assets for the year ended June 30, 2016:
Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment net assets, June 30,2015 $ - S 148,283 $ 1,238,437 $ 1,386,720
Investment return
Investment income - 51,510 - 51,510
Net depreciation - (34,221) - (34,221)
Total investment return - 17,289 - 17,289
Contributions - - 483 483
Appropriation of endowment
funds for expenditure (40,977) - - (40,977)
Transfers between funds 40,977 (40,977) - -
Endowment net assets, June 30,2016 $ - S 124,595 § 1,238,920 $ 1,363,515
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NOTES TO FINANCIAL STATEMENTS

Endowment Funds (continued)

The original contribution to the endowment fund was a single endowment gift of $850,000, received on
December 5, 2010, with a donor stipulation that the Institute raise a one-to-one match of the $850,000
within two years following the date of the endowment gift. For the two years following the date of the
endowment gift the Institute may use the investment earnings from the endowment gift for general
institutional support. If after the two year period the Institute has not raised the required match, then
earnings will be held in the endowment and not available for distribution to the Institute; except that
the earnings from the percentage of the endowment for which the Institute has raised matching funds
is eligible for distribution, while earnings from the balance of the endowment will be held until the
Institute raises the additional matching funds. The initial two year period following the original
endowment gift ended on December 5, 2012. As of June 30, 2017, the Institute had raised
approximately $338,000 (in cash) toward the matching requirement.

Related Party Transactions

Contributions and Pledges Receivable

The Institute received $220,316 and $401,365 in contributions from board members and other related
parties during 2017 and 2016, respectively. Total future amounts due from related parties totaled
$155,100 and $100,000 as of June 30, 2017 and 2016, respectively, which are included in pledges
receivable in the accompanying statements of financial position.

Rincon Institute Receivable

The Institute leases 100% of one employee to perform services for the Rincon Institute on a month to
month basis. The services performed by the leased employee are at the sole discretion of the Rincon
Institute. The Institute bills the Rincon Institute monthly for the previous month'’s services. As of June 30,
2017 and 2016, the amount outstanding and due to the Institute was $0 and $13,920, respectively,
which are included in accounts receivable in the accompanying statements of financial position.

Related Party Expenses

The Institute is partnered with Sonoran Institute Mexico, A. C., a related party and a similar organization
for the purpose of collaboration on work to be completed in the Colorado River Delta region of Mexico.
The total contributions made to the Sonoran Institute Mexico, A.C. for the years ended June 30, 2017
and 2016 were $408,941 and $6,600, respectively.

Operating Leases

The Institute leases office space in Arizona and Mexico. The leases have various terms, monthly payment
amounts, and expiration dates. For certain leases, the Institute is responsible for certain occupancy costs
including electricity and janitorial services as well as a proportionate share of the property’s common
costs. The Institute also leases office equipment. The future minimum annual lease payments due under
the leases are as follows:

Fiscal Year Ending Amount
2018 $ 125361
2019 128,410
2020 132,052
2021 106,828
2022 27,330
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NOTES TO FINANCIAL STATEMENTS

Operating Leases (continued)
Rental expense for the years ended June 30, 2017 and 2016 totaled $118,391 and $133,128, respectively.
Retirement Plan

Effective October 1, 1997, the Institute adopted a Savings Incentive Match Plan (the “Plan”). The Plan
covers all employees earning at least $5,000 in a calendar year. Eligible employees may contribute a
maximum amount of $12,500 to the Plan in any one year, with a $3,000 catch-up provision for eligible
employees age fifty or over. The Institute contributes a discretionary match of up to 3% of the
employee’s compensation for the calendar year. The Institute match for the years ended June 30,2017
and 2016 was $0 and $14,993, respectively. This plan was terminated as of December 31, 2015.

Effective January 1, 2016, the Institute adopted a 401(k) Plan. Each employee who has attained at least
21 years of age and 1 month of service is eligible to participate in the 401(k) Plan. Employees are eligible
for Safe Harbor matching contributions after 12 months of service. Eligible employees may contribute a
maximum amount of $18,000 to the 401(k) Plan in 2017, with a $6,000 catch-up provision for eligible
employees age fifty or over in 2017. The Institute matches contributions at a rate of 100% on the first
3% eligible employees contribute, then 50% on the next 2% eligible employees contribute with a
maximum 4% match. The Institute match for the years ended June 30, 2017 and 2016 was $38,801 and
$20,211, respectively.

Risks and Uncertainties

Foundation and Government Grant and Contract Funding

The Institute receives the majority of its funding through various foundation and government grants and
contracts. A majority of grants involve one-time contributions to support program activities for a period
of two years or less. A significant reduction in this funding, if this were to occur, would have a material
effect on the programs and activities of the Institute.

Concentration of Credit Risk for Cash Deposits at Banks

Financial instruments that potentially subject the Institute to concentrations of credit risk consist
principally of cash deposits. Accounts at each institution are insured by the FDIC up to $250,000. As of
June 30, 2017 and 2016, the Institute had approximately $336,000 and $604,000 in excess of FDIC
insured limits, respectively.

Commitments and Contingencies

Obligation under Letter of Agreement

In November 2012, the Commissioners of the U.S. and Mexican sections of the International Boundary
and Water Commission executed Minute No. 319 (“Minute 319"). The Institute was a key advocate for
Minute 319, which amended the treaty between the U.S. and Mexico governing the Colorado River to
provide significant resources that will advance the Institute’s efforts to restore the Colorado River Delta.

As part of Minute 319, the Institute and other non-governmental organizations (collectively the “NGOs")

in the U.S. and Mexico estimate that it will cost about $4.5 million to acquire the additional water rights
needed to permanently support habitat restoration and meet the NGO's water delivery obligations in
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Commitments and Contingencies (continued)

connection with the Minute 319. Using these funds, the NGOs also agreed to meet specific restoration
goals over the next five years. The Nature Conservancy was able to secure a program-related
investment (“PRI") from the David and Lucile Packard Foundation (“Packard Foundation”) that allows
the NGOs to move quickly to acquire water so that the restoration goals can be met. The PRI is a low
interest loan that must be repaid in full in five years. The NGOs, including The Sonoran Institute, agreed
to assist The Nature Conservancy in raising funds to repay the PRI.

In February 2013, the Institute and the NGOs executed a “Letter of Agreement” to commit to a joint
fundraising effort related to the protection and restoration of the Colorado River Delta ecosystem. The
joint fundraising effort is intended to raise funds to (1) support the acquisition of water rights by the
Colorado River Delta Water Trust (“Delta Water Trust”) and (2) repay the PRI.

The NGOs will join together to seek to raise no less than $1.328 million (plus interest owed to the
Packard Foundation under the terms of the PRI), as necessary to ensure timely repayment of the PRI.
Each NGO will be responsible for raising 25% of the total fundraising goal. In the event that the NGOs
are unable to raise funds sufficient to repay the entire amount of the PRI by March 31, 2016, the Institute
will be responsible to provide The Nature Conservancy the lesser of the remaining amount of the
Institute’s individual obligation, or $100,000. Consequently, as of June 30, 2013, the Institute accrued a
liability of $100,000 for the full amount of the potential payment that the Institute would be required to
make under the Letter of Agreement.

During 2016, based on the combined funds raised by the NGO'’s, the Institute’s remaining obligation to
The Nature Conservancy was reduced to $0, which resulted in a $75,317 release from obligation under
letter of agreement. The release from obligation under letter of agreement is reported as a gain in the
accompanying statement of activities and changes in net assets for the year ended June 30, 2016. As of
June 30, 2016, the aggregate remaining balance of the obligation under letter of agreement was $0.

Subsequent Events
The Institute evaluated subsequent events through October 25, 2017, which represents the date the

financial statements were available to be issued. There were no material subsequent events that
required recognition or additional disclosure in these financial statements.
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THE SONORAN INSTITUTE

Salaries and wages
Pension contributions
Other employee benefits
Payroll taxes

Consultants

Accounting and legal
Outside services

Insurance

Office supplies

Equipment leases

Field supplies and materials
Telephone

Postage and shipping
Dues and publications
Printing and photocopying
Miscellaneous

Training and seminars
Travel

Meetings

Repairs and maintenance
Rent

Utilities

Subcontracts and grants
Contributions
Depreciation

Bad debt

Interest expense

Foreign currency transaction loss

Total expenses

SCHEDULE OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2017

PROGRAMS
Colorado
River Western Lands Sun Total
Delta Rockies & Communities Corridor Communications Programs
$ 510,449 - $ 272,684 $ 380,830 $ 38,059 $ 1,202,022
10,253 - 10,001 13,269 359 33,882
18,224 - 15,571 31,817 3,541 69,153
63,925 - 20,728 29,167 3,292 117,112
258,892 - 40,009 26,838 48,878 374,617
5,660 - - 15,000 - 20,660
117,909 19 12,158 25,441 5,498 161,025
3,536 - - - - 3,536
5,518 - 6,586 6,642 2,363 21,109
4,689 - 145 235 - 5,069
17,996 - - 14 - 18,010
6,841 - 2,479 6,170 870 16,360
399 - 382 920 118 989
2,951 - 1,548 1,538 614 6,651
2,741 - 736 6,619 3,002 13,098
3,178 10 10 - - 3,198
11,820 - 5,222 3,456 790 21,288
39,755 - 49,944 22,084 1,078 112,861
8,357 - 2,218 3,140 9 13,724
11,080 - - - - 11,080
41,213 - 6,030 27,584 5,717 80,544
1,379 - - - - 1,379
67,200 - 5,774 34,000 - 106,974
- - 500 1,500 - 2,000
6,473 - - - - 6,473
898 - - - - 898
7,330 - - - - 7,330
$ 1,228,666 29 $ 452,725 $ 635434 $ 114,188 $ 2,431,042

SEE ACCOMPANYING NOTES TO SUPPLEMENTAL SCHEDULE
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SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017 (CONTINUED)

SUPPORT SERVICES
Total
Administration Fundraising Support Total

Salaries and wages $ 158,522 $ 85,938 $ 244,460 $ 1,446,482
Pension contributions 3,684 1,235 4,919 38,801
Other employee benefits 4,274 5,510 9,784 78,937
Payroll taxes 11,511 6,768 18,279 135,391
Consultants 8,048 32,421 40,469 415,086
Accounting and legal 25,607 - 25,607 46,267
Outside services 26,782 13,363 40,145 201,170
Insurance 10,648 - 10,648 14,184
Office supplies 13,209 4,706 17,915 39,024
Equipment leases 1,829 144 1,973 7,042
Field supplies and materials 1,410 - 1,410 19,420
Telephone 3,332 2,131 5,463 21,823
Postage and shipping 881 426 1,307 2,296
Dues and publications 2,945 70 3,015 9,666
Printing and photocopying 1,144 1,796 2,940 16,038
Miscellaneous 5,526 - 5,526 8,724
Training and seminars 4,673 85 4,758 26,046
Travel 11,959 17,573 29,532 142,393
Meetings 10,855 1,742 12,597 26,321
Repairs and maintenance 870 - 870 11,950
Rent 17,600 13,205 30,805 111,349
Utilities - - - 1,379
Subcontracts and grants - - - 106,974
Contributions 200 - 200 2,200
Depreciation 26,221 - 26,221 32,694
Bad debt 208 - 208 208
Interest expense - - - 898
Foreign currency transaction loss - - - 7,330

Total expenses $ 351,938 $ 187,113 $ 539,051 $ 2,970,093

SEE ACCOMPANYING NOTES TO SUPPLEMENTAL SCHEDULE
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SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2016

PROGRAMS
Colorado
River Western Lands Sun Total
Delta Rockies & Communities Corridor Communications Programs

Salaries and wages S 443,933 $ 195,010 $ 249,684 $ 264,792 ) 24,113 $ 1,177,532
Pension contributions 7,161 3,488 7,489 7,621 578 26,337
Other employee benefits 19,053 15,870 15,145 22,642 1,536 74,246
Payroll taxes 54,179 14,524 19,312 20,457 2,077 110,549
Consultants 186,896 145,971 91,202 66,636 33,345 524,050
Accounting and legal 7,487 3,200 - - - 10,687
Outside services 119,043 32,700 9,535 9,147 1,458 171,883
Insurance 4,664 - - - - 4,664
Office supplies 16,697 975 2,450 4,949 243 25314
Equipment leases 3,438 966 39 78 - 4,521
Field supplies and materials 29,315 - - 2 - 29,317
Water acquisition 1,075,839 - - - - 1,075,839
Telephone 7,106 4,706 1,847 5,185 164 19,008
Postage and shipping 999 115 56 140 - 1,310
Dues and publications 2,372 109 2,871 1,279 2,687 9,318
Printing and photocopying 5,431 438 2,083 1,306 527 9,785
Miscellaneous 4,070 70 - - - 4,140
Training and seminars 106 - 3,506 760 - 4,372
Travel 57,158 7,664 46,799 18,660 18 130,299
Meetings 3,943 11,743 11,854 2,960 - 30,500
Repairs and maintenance 9,885 - - - - 9,885
Rent 39,077 17,526 6,139 21,385 - 84,127
Utilities 3,440 1,142 389 1,184 - 6,155
Subcontracts and grants 154,814 - 10,000 15,954 - 180,768
Contributions 4,758 309,539 - 3,550 - 317,847
Depreciation 40,459 - - - - 40,459
Bad debt 411 - - - - 411
Interest expense - - - - - -
Foreign currency transaction loss 160,080 - - - - 160,080

Total expenses $ 2,461,814 $ 765,756 $ 480,400 $ 468,687 $ 66,746 $ 4,243,403

SEE ACCOMPANYING NOTES TO SUPPLEMENTAL SCHEDULE
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Salaries and wages
Pension contributions
Other employee benefits
Payroll taxes

Consultants

Accounting and legal
Outside services

Insurance

Office supplies

Equipment leases

Field supplies and materials
Water acquisition
Telephone

Postage and shipping
Dues and publications
Printing and photocopying
Miscellaneous

Training and seminars
Travel

Meetings

Repairs and maintenance
Rent

Utilities

Subcontracts and grants
Contributions
Depreciation

Bad debt

Interest expense

Foreign currency transaction loss

Total expenses

SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2016 (CONTINUED)

SUPPORT SERVICES
Total

Administration Fundraising Support Total
$ 151,070 S 105,596 S 256,666 1,434,198
6,131 2,736 8,867 35,204
11,212 5,684 16,896 91,142
12,877 7,639 20,516 131,065
10,532 28,786 39,318 563,368
26,345 - 26,345 37,032
78,443 5,009 83,452 255,335
11,088 - 11,088 15,752
11,141 3,178 14,319 39,633
5,480 - 5,480 10,001
4,406 - 4,406 33,723
- - - 1,075,839
5,891 2,794 8,685 27,693
1,248 412 1,660 2,970
2,223 327 2,550 11,868
408 6,457 6,865 16,650
7,253 325 7,578 11,718
1,043 30 1,073 5,445
3,727 17,252 20,979 151,278
5,164 1,641 6,805 37,305
6,676 3,592 10,268 20,153
26,363 12,637 39,000 123,127
2,248 508 2,756 8,911
- - - 180,768
99 19,853 19,952 337,799
1,692 - 1,692 42,151
- - - 411
1,248 - 1,248 1,248
- - - 160,080
$ 394,008 $ 224,456 $ 618,464 4,861,867

SEE ACCOMPANYING NOTES TO SUPPLEMENTAL SCHEDULE
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NOTES TO SUPPLEMENTAL SCHEDULES

1. Basis of Presentation
The accompanying schedules of functional expenses are presented on the accrual basis of accounting.
2. Functional Allocation of Expenses
Expenses that can be identified with a specific program are allocated directly according to their natural

classification. Other expenses that are common to several functions are allocated by other reasonable
methods, primarily based on direct labor costs.
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