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CERTIFIED PUBLIC ACCOUNTANTS

Thomas P. Rainey, CPA
Richard P. Rainey, CPA

Independent Auditor’s Report

Board of Directors
Lacawac Foundation, Inc.

We have audited the accompanying financial statements of the Lacawac Foundation, Inc. (the
“Organization™), a nonprofit organization, which comprise the statement of financial position as of
December 31, 2016 and 2015, and the related statements of activities, and cash flows for the year then
ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and the 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 opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 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 opinions.

3 West Olive Street e Suite 205 ® Scranton, PA 18508 1170 Highway 315, Suite 6 e Plains, PA 18702
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of December 31, 2016 and 2015, 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.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of functional expenses on pages 13 and 14 is presented for purposes of additional analysis
and is 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 audit 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.

ENV3

Scranton, Pennsylvania
June 9, 2017




LACAWAC FOUNDATION, INC.
COMPARATIVE STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2016 AND 2015

ASSETS
016 015
CURRENT ASSETS
Cash 167,432 158,649
Endownment Receivable 30 6,362
Total Current Assets 167,462 165,011
INVESTMENTS 494,269 454,023
PROPERTY AND EQUIPMENT
Land, Building and Improvements 4,257,826 4,257,826
Vehicle 24,141 24,141
Furniture, Fixtures and Equipment 56,219 56,219
Total 4,338,186 4,338,186
Less: Accumulated Depreciation (269,157) (246,460)
Property and Equipment - Net 4,069,029 4,091,726
TOTAL ASSETS 4,730,760 4,710,760
LIABILITIES & NET ASSETS
CURRENT LIABILITIES
Accounts Payable 9,850 10,193
Accrued Payroll & Taxes 456 429
Deferred Membership Revenue - -
Total Current Liabilities 10,306 10,622
NET ASSETS
Unrestricted 4,196,630 4,103,221
Temporarily Restricted 424,244 498,337
Permanently Restricted 99,580 98,580
Total Net Assets 4,720,454 4,700,138
TOTAL LIABILITIES & NET ASSETS 4,730,760 4,710,760

See Notes to Financial Statements and Independent Auditor's Report
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LACAWAC FOUNDATION, INC.
COMPARATIVE STATEMENT OF CASH FLOWS
FOR THE YEARS ENDING DECEMBER 31, 2016 AND 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Increase (Decrease) in Net Assets
Adjustments to reconcile increase in net assets

to net cash provided by operating activities:

Depreciation
Net realized and unrealized loss (gain) on investments
(Increase) Decrease in endowment receivable
Increase (Decrease) in accounts payable
Increase (Decrease) in Accrued payroll taxes
Increase (Decrease) in deferred membership revenue

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments
Purchase of investments

Property and equipment additions
Net cash used in investing activities

Net increase in cash and cash equivalents

Cash Balance - January 1

Cash Balance - December 31

Cash and Cash Equivalents at December 31 are:
Cash
Checking
Savings

Other Cash Flow Disclosures:
Interest Paid

016 015

20,316 $ 248,434
22,697 19,586
(20,096) 5,928
6,332 (5,676)
(343) (20,780)
27 (70)
28,933 $ 247,422
$ 43,357
(20,150) (203,629)
- (54,662)
(20,150) $ (214,934)
8,783 $ 32,488
158,649 126,161
167,432 $ 158,649
24,042 $ 14,756
143,390 143,894
167,432 $ 158,650

NONE NONE

See Independent Auditor's Report and Notes to Financial Statements
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LACAWAC SANCTUARY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND
NATURE OF THE ORGANIZATION

The Lacawac Sanctuary Foundation, Inc. (Sanctuary) maintains and operates marshes, forest, and
lakes within its Sanctuary and provides facilities for ecological research and education. The

Sanctuary is supported primarily through lodging and facility use, programs and membership fees
and contributions.

Basis of Accounting

The financial statements of the Organization are prepared on the accrual basis of accounting, in
accordance with FASB ASC 958, Not-for-Profit Entities.

Basis of Presentation

Under ASC 958, the Organization is required to report information about its financial position
and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets.

e  Unrestricted — Net assets which are free of donor-imposed restrictions; all
revenues, expenses, gains, and losses that are not changes in permanently or
temporarily restricted net assets.

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

e Permanently Restricted — Net assets held in perpetuity, the income of which is to
be used for unrestricted purposes.

Revenue and Expense Recognition

Revenue from contributions and fund-raising events is recorded when cash is received or an
unconditional promise to give is made. In-kind contributions are recognized as income when the
donated asset is actually received. Expenses are recorded when incurred.

Contributions and Promises to Give

Donor restricted contributions whose restrictions are met within the same year as received are
reported as unrestricted contributions in the accompanying financial statements. 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 or permanently restricted support that increases
those net asset classes. When a temporary restriction expires, temporarily restricted net




LACAWAC SANCTUARY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

assets are reclassified to unrestricted net assets and reported in the statements of activities as net
assets released from restrictions.

Unconditional promises to five that are expected to be collected within one year are recorded at
net realizable value. Unconditional promises to give that are expected to be collected in future
years are recorded at the present value of their estimated future cash flows. All contributions
receivable at December 31, 2016 and 2015 are expected to be collected within one year.
Conditional promises to give are not included as support until the conditions are substantially
met.

The Organization uses the allowance method to determine uncollectible contributions. Any
allowance would be based on management’s analysis of specific promises made and the historical
activity of such contributions. In the opinion of management, all of the contributions receivable
are considered to be realizable at the amounts stated in the accompanying statements of financial
position and no allowance for uncollectible accounts was considered necessary.

Expense Allocation

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

Property and Equipment

Purchased property and equipment is capitalized at cost. Donations of property and equipment
are recorded as contributions at their estimated fair value. Such donations are reported as
unrestricted contributions unless the donor has restricted the donated asset to a specific purpose.
A portion of the Sanctuary’s land and building was acquired from the Nature Conservancy which
has a reversionary interest in the property if the Sanctuary were to use the property for other than
that stated purpose. The basis of the buildings was determined at the time of transfer and,
accordingly, is not being depreciated in these financial statements. Property and equipment are
depreciated using the straight-line method over useful lives ranging from 5 to 40 years.

Valuation of Investments in Securities at Fair Value

The Organization complies with the provisions of FASB ASC 820, Fair Value Measurement and
Disclosures. Under ASC 820, fair value is defined as the price that would be received to sell an
asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction between market
participants at the measurement date.

ASC 820 establishes a fair value hierarchy for inputs used in measuring fair value that maximizes
the use of observable inputs and minimizes the use of unobservable inputs by requiring that the
most observable inputs be used when available. Observable inputs are those that market
participants would use in pricing the asset or liability based on market data obtained from sources
independent of the Organization. Unobservable inputs reflect the Organization’s assumption
about the inputs market participants would use in pricing the asset or liability developed based on
the best information available in the circumstances. The fair value hierarchy is categorized into
three levels based on the inputs as follows:




LACAWAC SANCTUARY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

Level 1 — Valuations based on unadjusted quoted prices in active markets for identical
assets or liabilities that the Organization has the ability to access. Valuation adjustments
and block discounts are not applied to Level 1 securities. Since valuations are based on
quoted prices that are readily and regularly available in an active market, valuation of
these securities does not entail a significant degree of judgment.

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

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

Cash and Cash Equivalents

Cash and cash equivalents include checking accounts, certificates of deposit, and money market
mutual funds which are maintained at several financial institutions and major brokerage firms.

Concentration of Credit Risk

The Organization may be subject to credit risk on its cash and cash equivalent assets, which are
placed with high credit-quality financial institutions. The Federal Deposit Insurance Corporation
(“FDIC”) coverage has been $250,000 for substantially all depository accounts and unlimited
coverage for certain qualifying and participant non-interest bearing transaction accounts. The
coverage was reduced on January 1, 2013 and the FDIC limit will return to $250,000 for all
accounts. From time to time, the Organization may have amounts on deposit in excess of the
FDIC limits. Management believes the Organization is not exposed to any significant credit risk
on its’ cash and cash equivalents.

Income Taxes

No provision for income taxes has been made in the financial statements since the Organization is
exempt from federal and state income taxes under Section 501(c)(3) of the Internal Revenue Code
and similar state provisions. However, income from activities not directly related to the
Organization’s tax-exempt purpose, if any, would be subject to taxation as unrelated business
income.

The Organization complies with guidance for uncertainty in income taxes using provisions of
FASB ASC 740, Income Taxes. Using that guidance, tax positions initially need to be recognized
in the financial statements when it is more-likely-than-not the position will be sustained upon
examination by tax authorities.

As of December 31, 2016 and 2015, the Organization had no uncertain tax positions that qualify

for either recognition or disclosure in the financial statements. The Organization’s tax years 2010
and forward remain open for examination by federal and state taxing authorities.
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LACAWAC SANCTUARY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Advertising

Advertising costs are charged when incurred. Total advertising costs for the years ended
December 31, 2016 and 2015 were $0 and $4,861, respectively.

PROPERTY AND EQUIPMENT

December 31,
2016 2015
Land and Buildings $ 4,015,024 $ 4,015,024
Land improvements 242,802 242,802
Building improvements 14,504 14,504
Furnishings and equipment 56,219 56,219
Vehicle 24,141 24,141
Total property & equipment 4,338,186 4,338,186
Less accumulated depreciation (269.157) (246.460)
Property & equipment (net) 4,069,029 4,091,726

Depreciation expense was $22,697 and $19,586 for the years ended December 31, 2016 and 2015
respectively.

INVESTMENTS

The Organization’s investments are recorded at fair value and have been categorized based upon
a fair value hierarchy, in accordance with FASB ASC 820 (see Note 2). All investments held at
December 31, 2016 and 2015 are considered Level 1 investments and are summarized as follows:

2016 2015
Temporarily restricted:
Mutual Funds 394,689 355,443
Permanently restricted:
Mutual Funds 99.580 98.580
Total investments § 494,269 $§ 454023

Investment securities are exposed to various risks such as interest rate, 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 value of investment securities will occur in the near term and that
such change could materially affect the amounts reported in the statements of financial position.

11




LACAWAC SANCTUARY FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

FAIR VALUE MEASUREMENTS

The fair value measurements and levels within the fair value hierarchy of those measurements for
the assets reported at fair value on a recurring basis at December 31, 2016 and 2015 as follows:

Significant
Observable
Fair Value inputs
Short-term investments
Cash/ deposits/ money market Accounts $ 122,853 § 122,853
Mutual funds 371416 371.416
Total Investments December 31, 2016 $ 494268 $ 494268
Short-term investments
Cash/ deposits/ money market Accounts $ 224,500  § 224,500
Mutual funds 229.523 229.523
Total investments December 31, 2015 $ 454,023 § 454,023

RESTRICTIONS ON NET ASSETS

Temporarily restricted net assets are available primarily for the purchase of property and
equipment, supplies and forest preservation.

SUBSEQUENT EVENTS

In accordance with FASB ASC 855, Subsequent Events, the Organization has evaluated events
and transactions for potential recognition or disclosure in the financial statements through June 9,
2016 the date on which the financial statements were issued. No events or transactions have
occurred that would require recognition or disclosure in the financial statements.

12
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