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A LUDWIG KLEWER & CO. PLLC
ified Public Accountants & Consultant

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Center for Biological Diversity, Inc.

We have audited the accompanying financial statements of Center for Biological Diversity, Inc. (a
nonprofit organization), which comprise the statements of financial position as of December 31, 2016 and
2015, and the related statements of activities, functional expenses and cash flows for the years then
ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our 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 audits 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 entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Center for Biological Diversity, Inc. as of December 31, 2016 and 2015, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Liomin tctener 0. PLLC

August 28, 2017




CENTER FOR BIOLOGICAL DIVERSITY, INC.

STATEMENTS OF FINANCIAL POSITION
December 31, 2016 and 2015

ASSETS
2016 2015
Current assets:
Cash and cash equivalents $ 14,072,794 $ 9,794,655
Grants and contributions receivable 1,160,983 899,466
Prepaid expenses 167,713 168,703
Investments - other - 5,750,000
Property held for sale - 178,000
Note receivable, current portion 20,039 17,803
Total current assets ' 15,421,529 16,808,627
Note receivable, non-current portion 134,175 152,703
Investments - deferred compensation 180,500 119,922
Investments 1,501,212 6,470
Property and equipment, net 3,012,853 1,884,042
Deposits 120,267 115,088
Total assets $ 20,370,536 $ 19,087,752
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable $ 156,199 § 108,352
Accrued expenses 929,755 545,058
Total current liabilities 1,085,954 653,410
Security deposit payable 40,229 40,229
Deferred compensation liability 180,500 119,922
Total liabilities 1,306,683 813,561
Net assets:
Unrestricted:
Undesignated and available for operations 7,687,550 6,151,502
Expended for property and equipment 3,012,853 1,884,042
Board designated 5,960,000 5,260,000
Total unrestricted net assets 16,660,403 13,295,544
Temporarily restricted 2,403,450 4,978,647
Total net assets 19,063,853 18,274,191
Total liabilities and net assets $ 20,370,536 $ 19,087,752

See independent auditor's report and
accompanying notes to financial statements.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

STATEMENT OF ACTIVITIES
For the year ended December 31, 2016

Temporarily
Unrestricted Restricted Total
Support and revenue:
Contributions $ 9684589 $ 2124895 $ 11,809,484
Grants 243,000 1,909,613 2,152,613
Legal returns and settlements 83,250 416,775 500,025
Rental income 246,796 - 246,796
Other income 35,783 - 35,783
Investment income 33,008 - 33,098
Loss on sale of property held for sale (20,969) - (20,969)
Total revenue and support 10,305,547 4,451,283 14,756,830
Net assets released from restrictions 7,026,480 (7,026,480) -
Total revenue, support, and reclassifications 17,332,027 (2,575,197) 14,756,830
Expenses:
Program services 11,877,396 - 11,877,396
Supporting services:
Fund-raising 1,100,110 - 1,100,110
General and administrative 989,662 - 989,662
Total expenses 13,967,168 - 13,967,168
Change in net assets 3,364,859 (2,575,197) 789,662
Net assets, beginning of year 13,295,544 4,978,647 18,274,191
Net assets, end of year $ 16660403 $ 2403450 $ 19,063,853

See independent auditor's report and
accompanying notes to financial statements.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

STATEMENT OF ACTIVITIES
For the year ended December 31, 2015

Temporarily
Unrestricted Restricted Total
Support and revenue:
Contributions $ 4026701 $ 5302552 $ 9,329,253
Grants 98,000 2,170,000 2,268,000
Legal returns and settlements 90,188 416,515 506,703
In-kind contributions 178,000 - 178,000
Rent income 105,900 - 105,900
Investment income 22,174 - 22,174
Other income 378 7,999 8,377
Contract revenue - 6,667 6,667
Loss on sale of property and equipment (981) - (981)
Total revenue and support 4,520,360 7,903,733 12,424,093
Net assets released from restrictions 7,972,242 (7,972,242) -
Total revenue, support, and reclassifications 12,492,602 (68,509) 12,424,093
Expenses:
Program services 9,494,036 - 9,494,036
Supporting services:
General and administrative 926,796 - 926,796
Fund-raising 864,840 - 864,840
Total expenses 11,285,672 - 11,285,672
Change in net assets 1,206,930 (68,509) 1,138,421
Net assets, beginning of year 12,088,614 5,047,156 17,135,770
Net assets, end of year $ 13295544 $ 4978647 $ 18,274,191

See independent auditor’s report and
accompanying notes to financial statements.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

STATEMENTS OF CASH FLOWS

For the years ended December 31, 2016 and 2015

2016 2015
Cash flows from operating activities:
Change in net assets $ 789,662 § 1,138,421
Reconciliation of change in net assets to net cash
provided by operating activities:
Depreciation 142,880 113,068
Net realized and unrealized loss (gain) on investments 1,668 (1,352)
Reinvested interest (4,112) -
Donated marketable securites (77,577) -
Change in investments - deferred compensation (6,578) 100
Loss on sale of property and equipment - 981
Loss on sale of property held for sale 20,969 -
Donated property held for sale - (178,000)
Change in operating assets and liabilities:
Grants and contributions receivable (261,517) (643,579)
Prepaid expenses 990 (33,198)
Deposits (4,279) -
Deferrals to deferred compensation plan (54,000) (67,500)
Accounts payable 47,847 (37,720)
Accrued expenses 384,697 190,614
Security deposit payable - 40,229
Deferred compensation liability 60,578 67,400
Total adjustments 251,566 (548,957)
Net cash provided by operating activities 1,041,228 589,464
Cash flows from investing activities:
Purchases of property and equipment (1,271,691) (232,588)
Proceeds from the sale of property held for sale 157,031 1,500
Proceeds from sales of investments 6,470 394,285
Purchases of investments (1,421,191) (53,173)
Proceeds from maturities of investments - other 5,750,000 1,250,000
Payments received on note receivable 16,292 21,276
Net cash provided by investing activities 3,236,911 1,381,300
Cash flows from financing activities - -
Change in cash and cash equivalents 4,278,139 1,970,764
Cash and cash equivalents, beginning of year 9,794 655 7,823,891
Cash and cash equivalents, end of year $ 14072794 $ 9,794,655
Supplemental disclosure of non-cash investing information:
Donated property held for sale $ - $ 178,000
Donated marketable securities $ 77577  $ -
Reinvested interest $ 4112  § -

See independent auditor’s report and

accompanying notes to financial statements.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

Organization

Center for Biological Diversity, Inc. (the Organization) was organized under the laws of the State of
New Mexico as a nonprofit corporation. In May 2013, the Organization was reincorporated under the
laws of the State of California. The Center for Biological Diversity works through science, law and
creative media to secure a future for all species, great or small, hovering on the brink of extinction.

Summary of Significant Accounting Policies

Financial Statement Presentation

The Organization reports information regarding its financial position and activities according to three
classes of net assets (unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets) based upon the existence or absence of donor-imposed restrictions.

» Unrestricted net assets — Net assets that are not subject to donor-imposed stipulations.

» Temporarily restricted net assets — Net assets subject to donor-imposed stipulations that may or
will be met either by actions of the Organization and/or the passage of time. When a restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from restrictions.

* Permanently restricted net assets — Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Organization. Generally, the donors of these assets permit the
Organization to use all or part of the income earned on any related investments for general or
specific purposes. The Organization does not have permanently restricted net assets.

Cash and Cash Equivalents

The Organization considers cash and highly liquid investments purchased with an original maturity of
three months or less to be cash equivalents. Cash and cash equivalents consist of demand deposits
with financial institutions and money market accounts.

Grants and Contributions Receivable

Grants and contributions receivable consist principally of uncollateralized amounts due from other
non-profit organizations and individual donors at year-end. No amounts included in the grants and
contributions receivable balance are greater than ninety days past due. The Organization utilizes the
allowance method to account for uncollectible amounts, and management believes all amounts are
considered fully collectible. Therefore, no allowance for uncollectible accounts has been established
at December 31, 2016 and 2015.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt
securities are valued at their fair values in the statement of financial position. Unrealized gains and
losses are included in the change in net assets.

Investments — Other

Investments - other is comprised of various certificates of deposit held for investment that are not
debt securities. The certificates of deposit mature between March and December 2016, have an
annual fixed interest rates ranging from 0.15% and 0.31% and are recorded at cost which
approximates fair market value. One certificate of deposit was renewed during December 2016 for a
term of three months, and it was classified as cash equivalents at December 31, 2016.

Certificates of deposit with original maturities greater than three months and remaining maturities less
than one year are classified as current, and certificates of deposit with remaining maturities greater
than one year are classified as non-current.

See independent auditor's report.
8



CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

2. Summary of Significant Accounting Policies, Continued

Volunteer Services and Donated Goods

Contributions of donated noncash assets are recorded at their fair values in the period received.
Contributions of donated services that create or enhance nonfinancial assets or that require
specialized skills, are provided by individuals possessing those skills, and would typically need to be
purchased if not provided by donation, are recorded at their fair values in the period received.

Property Held For Sale

Property held for sale consists of property contributed to the Organization by a donor. The property
was recorded at the appraised value of $178,000 during December 2015. It was sold during June
2016, and the Organization recognized a loss on the sale of $20,969.

Property and Equipment

Property and equipment purchased with a cost of greater than $1,000 and a useful life of greater than
one year is recorded at cost. Donated property is recorded at estimated fair market value on the date
of the donation. Depreciation is calculated using the straight-line method over the following estimated
useful lives of the assets:

Building and improvements 5-30 years
Furniture and equipment 3-5 years
Vehicles 5 years

The cost of repairs and maintenance is charged to expense in the year incurred. Expenditures that
increase the useful lives of the assets beyond one year are capitalized. Upon the sale or retirement of
depreciable assets, the related cost and accumulated depreciation are removed from the accounts.
All gains or losses are reflected in revenue in the year of disposition.

Support and Revenue

Grants and other contributions of cash and other assets are reported as temporarily restricted support
if they are received with donor stipulations that limit the use of the donated assets. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

Settlement Income

Settlement income related to legal returns is classified as temporarily restricted revenue as required
by law. When the purpose of the restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. Settlement income received from the outcome of favorable legal
settlements is reported an unrestricted income.

See independent auditor’s report.
9



CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

2. Summary of Significant Accounting Policies, Continued

Functional Expenses

The Organization allocates its expenses on a functional basis among its programs and support
services. Expenses that can be identified with a specific program and support service are allocated
directly according to their natural expenditure classification. Other expenses that are common to
several functions are allocated by other reasonable methods.

Advertising Costs

The cost of advertising is expensed when incurred or when the first advertising takes place. The
Organization does not participate in direct-response advertising, which requires the capitalization and
amortization of related costs.

Accounting Estimates

The preparation of 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 amount 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.

Income Taxes

The Organization is exempt from federal income tax under Internal Revenue Code (IRC) Section
501(c)(3) and from Arizona income tax under Arizona Revised Statutes Section 43-1201(4). The
Organization is classified as other than a private foundation under IRC 509(a)(1). There were no
income taxes paid during the years ended December 31, 2016 and 2015.

The Organization’s policy is to disclose or recognize income tax positions based on management's
estimate of whether it is reasonably possible or probable, respectively, that a liability has been
incurred for unrecognized income tax positions. As of December 31, 2016, management is not aware
of any uncertain tax positions that are potentially material. In addition, management is not aware of
any matters that would cause the Organization to lose its tax-exempt status.

Reclassifications

Certain items from the 2015 financial statements have been reclassified to conform to the 2016
financial statement presentation.

3. Concentration Risk

Cash balances are maintained at various financial institutions. The Federal Deposit Insurance
Corporation (FDIC) insures cash accounts at banks up to $250,000 per institution. Investments held
by other institutions are covered up to $500,000 under insurance provided by the Securities Investor
Protection Corporation (SIPC). However, the SIPC does not protect against losses in market value. It
is the opinion of management that the solvency of the referenced financial institutions is not of
concern at this time. At December 31, 2016 and 2015, the Organization had cash and investments of
$12,547,924 and $8,432,492, respectively, at various banks and institutions in excess of FDIC- and
SIPC limitations.

See independent auditor’s report.
10



4.

CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

Investments

Investments, including investments — deferred compensation, are stated at market value and consist
of the following at December 31,:

2016 2015
Common stock 3 951,586 $ 6,470
Corporate bonds 300,365 -
Municipal bonds 249,261 -
Mutual funds 180,500 119,922
Total investments $ 1681712 % 126,392

Investment income consists of the following for the years ended December 31,

2016 2015
Interest and dividends $ 34,766 3% 20,822
Net realized and unrealized (loss) gain (1,668) 1.352
Investment income 3 33,008 $ 22,174

Note Receivable

The Organization sold the Tucson office building to a private party. The buyer paid $150,000 in cash
and executed a $200,000 note payable to the Organization. The note bears interest at 4.0% and is
due in monthly installments of $2,025, including interest. The note matures during March 2024. At
December 31, 2016 and 2015, the outstanding balance on the note receivable was $154,214 and
$170,506, respectively.

Future maturities of the note receivable at December 31, 2016 are:

Year ended December 31,

2017 $ 20,039
2018 19,283
2019 20,068
2020 20,886
2021 21,737
Thereafter 52,201
Total note receivable 3 154,214
Property and Equipment
Property and equipment consists of the following at December 31,:
2016 2015
Land 3 150,000 $ 150,000
Building and improvements 1,907,588 1,791,604
Furniture and equipment 456,887 421,686
Vehicles 16,601 16,601
Construction in process 1,120,506 -
Total property and equipment, at cost or donated value 3,651,582 2,379,891
Less accumulated depreciation (638,729) (495,849)
Property and equipment, net $ 3012853 $ 1,884,042

See independent auditor's report.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

6. Property and Equipment, Continued

The construction in process amount includes a building that was purchased in Portland, Oregon
during October 2016 for a purchase price was $1,045,000. The building is undergoing renovations
and is expected to be completed during July 2018. The estimated total cost of the building purchase
and renovations is $2,487,000.

7. Fair Value Measurements

The Financial Accounting Standards Board has 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 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 are
described as follows:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the Organization has the ability to
access.

Level 2; Inputs to the valuation methodology include:

» Quoted prices for similar assets or liabilities in active markets:

e Quoted prices for identical or similar assets or liabilities in inactive
markets;

* Inputs other than quoted prices that are observable for the asset or
liability;

* Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.

» If the asset or liability has a specified (contractual) term, the Level 2
input must be observable for substantially the full term of the asset or
liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.

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

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2016 and 2015.

* Common stock, mutual funds, corporate bonds, municipal bonds: Valued at fair value based
on national trade listing.

» Property held for sale: Valued at appraised value on the date gifted to the Organization.

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

See independent auditor's report.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

7. FEair Value Measurements, Continued

Fair values of investment assets, including investments — deferred compensation, measured on a
recurring basis at December 31, 2016 are:

Level 1 Level 2 Level 3 Total
Common stock $ 951,586 $ - $ - $ 951,586
Corporate bonds 300,365 - - 300,365
Municipal bonds 249,261 249,261
Mutual funds:
Equities 96,374 - - 96,374
Multi-asset 73,278 - - 73,278
Real estate 6,869 - - 6,869
Fixed income 3,979 - - 3,979
Total $ 1681712 % - 3 = $ 1,681,712

Fair values of investment assets, including investments — deferred compensation, measured on a
recurring basis at December 31, 2015 are;

Level 1 Level 2 Level 3 Total

Mutual funds:
Multi-asset $ 59,843 $ - $ - $ 59,843
Equities 55,768 - - 55,768
Real estate 4,311 - - 4,311
Common stock 6,470 - - 6,470
Property held for sale - - 178,000 178,000
Total $ 126,392  $ - $ 178,000 §$ 304,392

8. Commitments
Lease Commitments

The Organization leases office space for administration and branch operations under operating
leases with expiration dates ranging from January 2016 to January 2025. Total rent expense during
the years ended December 31, 2016 and 2015 was $542,125 and $461,405, respectively. Minimum
future lease payments as of December 31, 2016 under the operating leases are:

Year ended December 31

2017 $ 633,769
2018 499,031
2019 470,951
2020 412,068
2021 424,427
Thereafter 1,016,602
Total minimum lease payments $ 3,456,848

See independent auditor's report.
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CENTER FOR BIOLOGICAL DIVERSITY, INC.

NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2016 and 2015

Commitments, Continued

Lease Commitments, continued

During the year ended December 31, 2015, the Organization entered into an agreement to sublease
a leased property in California. The sublease agreement expired during August 2017 and was not
renewed. The rental income during the years ended December 31, 2016 and 2015 was $246,796 and
$105,900, respectively. Future expected rental income under this agreement during the year ended
December 31, 2017 is $103,218.

Compensation Commitment

During the year ended December 31, 2013, the Board of Directors approved a proposal for payment
of up to $1,796,000 in deferred compensation payable to the founders of the Organization and a
select number of long-term employees.

During the years ended December 31, 2016 and 2015, funds were paid out to select individuals upon
their request in an annual amount not to exceed the Board’s directive. Compensation can be paid out
as a bonus or as contributions to a 457(b) annuity account. Management intends to disperse all funds
within five to seven years. At December 31, 2016 and 2015, the balance of the compensation
commitment totaled $702,452 and $949,952, respectively.

Retirement Plans
403(b) Defined Contribution Plan

The Organization sponsors a salary deferral plan under Section 403(b) of the IRC. The plan allows
eligible employees to defer a portion of their compensation on a tax-deferred basis until the employee
withdraws the funds. Employees are eligible to make elective deferral contributions on their date of
hire and are eligible to receive employer contributions on their date of hire after one consecutive year
of service as long as they have reached 21 years of age. The Organization may also make
contributions of the 403(b) plan. Total expense related to this plan for the years ended December 31,
2016 and 2015 was $455,345 and $431,337, respectively, and is included with payroll and related
taxes and benefits in the statements of functional expenses.

457(b) Eligible Deferred Compensation Plan

The Organization has a 457(b) eligible deferred compensation plan (457(b) Plan) that allows eligible
employees to defer pretax annual compensation up to certain limitations imposed by the IRS. The
457(b) Plan covers employees of the Organization whose annual salary is in excess of limits imposed
by the IRS. The organization reports assets and liabilities of equal amounts attributable to the amount
deferred and the related investment earnings. The balance of the deferred compensation liability as of
December 31, 2016 and 2015 is $180,500 and $119,922, respectively.

Joint Costs

During the year ended December 31, 2016, the Organization incurred joint costs of $543,623 for
informational materials, payroll and benefits, outside services and activities that included fund-raising
appeals. The Organization allocated $198,775 to program expense and $344,848 to fund-raising
expense.

During the year ended December 31, 2015, the Organization incurred joint costs of $367,602 for
informational materials, payroll and benefits, outside services and activities that included fund-raising
appeals. The Organization allocated $140,627 to program expense and $226,975 to fund-raising
expense.

Subsequent Events

The Organization was unaware of any subsequent events as of August 28 2017, the date the
financial statements were available to be issued.

See independent auditor's report.
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