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INDEPENDENT AUDITOR'S REPORT

To the Governing Board
Ecological Society of America, Incorporated
Washington, D.C.

We have audited the accompanying financial statements of the Ecological Society of America,
Incorporated (the Society), which comprise the statement of financial position as of June 30, 2017, and
the related statements of activities and change in net assets, functional expenses 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 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 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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Society as of June 30, 2017, and the change 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.

4550 MONTGOMERY AVENUE · SUITE 650 NORTH · BETHESDA, MARYLAND 20814
(301) 951-9090 · FAX (301) 951-3570 · WWW.GRFCPA.COM

___________________________

MEMBER OF CPAMERICA INTERNATIONAL, AN AFFILIATE OF HORWATH INTERNATIONAL

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS' PRIVATE COMPANIES PRACTICE SECTION
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Report on Summarized Comparative Information

We have previously audited the Society's 2016 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated February 10, 2017. In
our opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2016, is consistent, in all material respects, with the audited financial statements from which it
has been derived.

January 12, 2018
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ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

STATEMENT OF FINANCIAL POSITION
AS OF JUNE 30, 2017

WITH SUMMARIZED FINANCIAL INFORMATION FOR 2016

ASSETS

2017 2016
CURRENT ASSETS

Cash and cash equivalents $ 1,688,184 $ 1,058,681
Investments 6,206,342 5,634,707
Accounts receivable, net of allowance for doubtful accounts

of $99,935 and 68,935 in 2017 and 2016, respectively 18,173 322,536
Grants receivable 272,558 155,210
Prepaid expenses 132,315 146,071

Total current assets 8,317,572 7,317,205

FIXED ASSETS

Equipment 158,759 145,264
Furniture and fixtures 26,501 26,501

185,260 171,765
Less: Accumulated depreciation (147,886) (132,919)

Net fixed assets 37,374 38,846

OTHER ASSETS

Deposits 24,616 24,616

TOTAL ASSETS $ 8,379,562 $ 7,380,667

See accompanying notes to financial statements. 4



EXHIBIT A

LIABILITIES AND NET ASSETS

2017 2016
CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 195,224 $ 214,407
Deferred revenue:

Subscriptions 37,247 38,299
Meeting fees 1,109,460 620,288
Membership dues 400,082 317,528
Publication fees 1,571,429 1,857,143
Other 2,063 2,063

Refundable advance 25,783 52,557

Total current liabilities 3,341,288 3,102,285

LONG-TERM LIABILITIES

Deferred rent 136,064 51,250

Total liabilities 3,477,352 3,153,535

NET ASSETS

Unrestricted:
Undesignated 3,140,299 2,567,731
Board designated 710,508 648,714

Total unrestricted net assets 3,850,807 3,216,445

Temporarily restricted 1,001,403 960,687
Permanently restricted 50,000 50,000

Total net assets 4,902,210 4,227,132

TOTAL LIABILITIES AND NET ASSETS $ 8,379,562 $ 7,380,667

See accompanying notes to financial statements. 5



EXHIBIT B

ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2017

WITH SUMMARIZED FINANCIAL INFORMATION FOR 2016

2017 2016

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total Total

REVENUE

Royalty income $ 2,748,066 $ - $ - $ 2,748,066 $ 1,454,051
Annual meeting 778,544 - - 778,544 1,453,618
Membership dues 736,789 - - 736,789 825,273
Government grants 702,387 - - 702,387 458,649
Investment income 417,378 74,732 - 492,110 121,419
Grants and contributions - 198,600 - 198,600 114,630
Subscriptions 74,712 - - 74,712 1,340,477
Manuscript charges 66,896 - - 66,896 273,563
Other publication revenue and

miscellaneous income 32,188 - - 32,188 124,695
Advertising revenue 4,939 - - 4,939 52,691
Contracts - - - - 139,920
Net assets released from donor

imposed restriction 232,616 (232,616) - - -

Total revenue 5,794,515 40,716 - 5,835,231 6,358,986

EXPENSES

Program Services:
Public Affairs 279,624 - - 279,624 277,864
Science Programs 664,678 - - 664,678 590,674
Annual Meeting 781,814 - - 781,814 1,055,320
Chapters and Sections 70,309 - - 70,309 72,472
Journals 1,221,492 - - 1,221,492 2,222,556
Education 378,581 - - 378,581 401,913

Total program
services 3,396,498 - - 3,396,498 4,620,799

Supporting Services:
Management and General 1,763,655 - - 1,763,655 1,736,645

Total expenses 5,160,153 - - 5,160,153 6,357,444

Change in net assets 634,362 40,716 - 675,078 1,542

Net assets at beginning of year 3,216,445 960,687 50,000 4,227,132 4,225,590

NET ASSETS AT END OF YEAR $ 3,850,807 $ 1,001,403 $ 50,000 $ 4,902,210 $ 4,227,132

See accompanying notes to financial statements. 6



ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017

WITH SUMMARIZED FINANCIAL INFORMATION FOR 2016

2017

Program Services

Public
Affairs

Science
Programs

Annual
Meeting

Chapters
and

Sections Journals

Salaries $ 180,824 $ 200,115 $ 194,393 $ - $ 660,692
Benefits 33,649 55,242 41,119 - 131,826
Payroll taxes 13,833 13,816 14,871 - 52,546
Insurance - - 6,803 - -
Awards 21,807 - - - -
Travel and meeting costs 8,990 48,078 97,588 - 18,863
Committee expense 360 9,279 - - -
Telephone - - 34 - 5,100
Printing and production - - 74,799 - -
Postage and delivery - - 690 - 229
Dues and subscriptions 8,661 - - - -
Equipment - - - - 1,148
Bank charges - - 27,055 - -
Occupancy - - - - -
Professional fees 11,500 - 1,206 - 196,451
Miscellaneous - - - - 380
Printing and other publication expenses - - - - 154,049
Depreciation - - - - -
Office expenses - - - - 208
Other direct costs - 265,764 323,256 70,309 -
Bad debt expense - - - - -

Sub-total 279,624 592,294 781,814 70,309 1,221,492

Allocation of management and general - 72,384 - - -

TOTAL $ 279,624 $ 664,678 $ 781,814 $ 70,309 $ 1,221,492

See accompanying notes to financial statements. 7



EXHIBIT C

2016
Supporting

Services

Education

Total
Program
Services

Management
and General

Total
Expenses

Total
Expenses

$ 160,086 $ 1,396,110 $ 574,002 $ 1,970,112 $ 2,294,292
46,059 307,895 100,790 408,685 405,846
12,246 107,312 33,895 141,207 166,398

- 6,803 32,405 39,208 37,506
- 21,807 - 21,807 9,748

76,722 250,241 5,214 255,455 292,266
3,526 13,165 35,130 48,295 59,719

- 5,134 18,551 23,685 31,940
- 74,799 14,759 89,558 113,236
- 919 2,251 3,170 6,549
139 8,800 3,030 11,830 14,193
- 1,148 80,699 81,847 80,188
- 27,055 49,608 76,663 77,297
- - 354,419 354,419 379,509
- 209,157 270,024 479,181 508,096
- 380 19,205 19,585 64,930
- 154,049 - 154,049 712,590
- - 14,967 14,967 14,007
- 208 25,024 25,232 29,709

56,487 715,816 - 715,816 847,590
- - 225,382 225,382 211,835

355,265 3,300,798 1,859,355 5,160,153 6,357,444

23,316 95,700 (95,700) - -

$ 378,581 $ 3,396,498 $ 1,763,655 $ 5,160,153 $ 6,357,444

See accompanying notes to financial statements. 8



EXHIBIT D

ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2017

WITH SUMMARIZED FINANCIAL INFORMATION FOR 2016

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets $ 675,078 $ 1,542

Adjustments to reconcile change in net assets to 
net cash provided by operating activities:

Depreciation 14,967 14,007
Net (appreciation) depreciation of investments (295,089) 79,426
Change in allowance for doubtful accounts 31,000 68,935

Decrease (increase) in:
Accounts receivable 273,363 417,810
Grants receivable (117,348) (70,583)
Prepaid expenses 13,756 (27,297)

(Decrease) increase in:
Accounts payable and accrued liabilities (19,183) (47,835)
Deferred revenue 284,960 226,198
Refundable advance (26,774) 13,650
Deferred rent 84,814 (38,145)

Net cash provided by operating activities 919,544 637,708

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets (13,495) (37,923)
Purchase of investments (1,605,136) (3,099,819)
Proceeds from sale of investments 1,328,590 1,892,186

Net cash used by investing activities (290,041) (1,245,556)

Net increase (decrease) in cash and cash equivalents 629,503 (607,848)

Cash and cash equivalents at beginning of year 1,058,681 1,666,529

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 1,688,184 $ 1,058,681

See accompanying notes to financial statements. 9



ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION

Organization -

The Ecological Society of America, Incorporated (the Society) is a non-profit, tax-exempt
corporation, formed in 1915 to further the study and development of concerns in the field of
ecology. The Society is located in the District of Columbia, with chapters located in various
regions of the United States.

Basis of presentation -

The accompanying financial statements are presented on the accrual basis of accounting, and
in accordance with Financial Accounting Standards Board (FASB) ASC 958, Not-for-Profit
Entities.

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 generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Society’s financial statements for the year
ended June 30, 2016, from which the summarized information was derived.

Cash and cash equivalents - 

The Society considers all cash and other highly liquid investments to be cash equivalents,
excluding money market funds held by investment managers in the amount of $82,150 for the
year ended June 30, 2017.

Bank deposit accounts are insured by the Federal Deposit Insurance Corporation (FDIC) up to
a limit of $250,000. At times during the year, the Society maintains cash balances in excess of
the FDIC insurance limits. Management believes the risk in these situations to be minimal.

Investments - 

Investments are recorded at their readily determinable fair value. The net appreciation
(depreciation) of investments are included in investment income in the Statement of Activities
and Change in Net Assets.

Accounts and grants receivable - 

Accounts receivable and grants receivable are recorded at their net realizable value, which
approximates fair value. The allowance for doubtful accounts is determined by management
based on specific identification of uncollectable amounts.

Fixed assets - 

Fixed assets with a unit cost greater than $1,000 are capitalized and stated at cost. Fixed
assets are depreciated on a straight-line basis over the estimated useful lives of the related
assets, generally three to ten years. The cost of maintenance and repairs is recorded as
expenses are incurred. Depreciation expense for the year ended June 30, 2017 totaled
$14,967. 

10



ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Income taxes -

The Society is exempt from Federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, no provision for income taxes has been made in the
accompanying financial statements. The Society is not a private foundation.

Uncertain tax positions -

For the year ended June 30, 2017, the Society has documented its consideration of FASB ASC
740-10, Income Taxes, that provides guidance for reporting uncertainty in income taxes and
has determined that no material uncertain tax positions qualify for either recognition or
disclosure in the financial statements. 

Deferred revenue - 

Deferred revenue consists of subscriptions, publications fees, meeting fees and membership
dues collected in advance. Subscriptions and membership dues are recorded as deferred
revenue upon receipt and are recognized ratably over the period to which the dues and
subscriptions relate. Publication and meeting fees are recorded as deferred revenue and are
recognized as revenue in the period in which they occur.

Net asset classification -

The net assets are reported in three self-balancing groups as follows:

 Unrestricted net assets include unrestricted revenue and contributions received without

donor-imposed restrictions. These net assets are available for the operation of the Society

and include both internally designated and undesignated resources.

 Temporarily restricted net assets include revenue and contributions subject to donor-

imposed stipulations that will be met by the actions of the Society 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 and Change in Net Assets

as net assets released from restrictions.

 Permanently restricted net assets represent funds restricted by the donor to be

maintained in-perpetuity by the Society.

Grants and contributions - 

Grants and contributions are recorded as revenue in the year notification is received from the
donor. Grants and contributions are recognized as unrestricted support only to the extent of
actual expenses incurred in compliance with the donor-imposed restrictions and satisfaction of
time restrictions.

11



ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Grants and contributions (continued) - 

The Society receives funding under grants and contracts from the U.S. Government for direct
and indirect program costs. This funding is subject to contractual restrictions, which must be
met through incurring qualifying expenses for particular programs. Accordingly, such grants are
considered exchange transactions and are recorded as unrestricted income to the extent that
related expenses are incurred in compliance with the criteria stipulated in the grant agreements.

Grants and contributions received in excess of expenses incurred are shown as temporarily
restricted net assets in the accompanying financial statements.

Grants received in exchange for services are recorded when earned based on the terms of the
agreement. Grant funding received in advance of incurring the related expenses is recorded as
a refundable advance.

Use of estimates - 

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Royalty income - 

The Society entered into an agreement with a publisher for publication rights. The Society
receives quarterly payments from the publisher and at that time the revenue is recognized. In
addition to the quarterly payments, the Society received an up front payment at the signing of
the agreement. The payment was for a seven years of publication rights. The Society is
recognizing 1/7 per year.

Functional allocation of expenses - 

The costs of providing the various programs and other activities have been summarized on a
functional basis in the Statement of Activities and Change in Net Assets. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Risks and uncertainties - 

The Society invests in various investment securities. Investment securities are exposed to
various risks such as interest rates, market and credit risks.

Due to the level of risk associated with certain investment securities, it is at least reasonably
possible that changes in the values of investment securities will occur in the near term and that
such changes could materially affect the amounts reported in the accompanying financial
statements.

12



ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Fair value measurement - 

The Society adopted the provisions of FASB ASC 820, Fair Value Measurement. FASB ASC
820 defines fair value, establishes a framework for measuring fair value, establishes a fair value
hierarchy based on the quality of inputs (assumptions that market participants would use in
pricing assets and liabilities, including assumptions about risk) used to measure fair value, and
enhances disclosure requirements for fair value measurements. The Society accounts for a
significant portion of its financial instruments at fair value or considers fair value in their
measurement.

New accounting pronouncements (not yet adopted) -

In August 2016, the FASB issued ASU 2016-14, Presentation of Financial Statements of Not-
for-Profit Entities (Topic 958), intended to improve financial reporting for not-for-profit entities.
The ASU will reduce the current three classes of net assets into two: with and without donor
restrictions. The change in each of the classes of net assets must be reported on the Statement
of Activities and Change in Net Assets. The ASU also requires various enhanced disclosures
around topics such as board designations, liquidity, functional classification of expenses,
investment expenses, donor restrictions, and underwater endowments. The ASU is effective for
years beginning after December 15, 2017. Early adoption is permitted. The ASU should be
applied on a retrospective basis in the year the ASU is first applied. While the ASU will change
the presentation of the Society's financial statements, it is not expected to alter the Society's
reported financial position.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic
606) (ASU 2014-09). The ASU establishes a comprehensive revenue recognition standard for
virtually all industries under generally accepted accounting principles in the United States (U.S.
GAAP) including those that previously followed industry-specific guidance. The guidance states
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 FASB issued ASU 2015-14 in August 2015 that
deferred the effective date of ASU 2014-09 by a year thus the effective date is fiscal years
beginning after December 15, 2018. Early adoption is permitted. Society has not yet selected a
transition method and is currently evaluating the effect that the updated standard will have on
the financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The ASU changes the
accounting treatment for operating leases by recognizing a lease asset and lease liability at the
present value of the lease payments in the Statement of Financial Position and disclosing key
information about leasing arrangements. The ASU is effective for private entities for fiscal years
beginning after December 15, 2019. Early adoption is permitted. The ASU should be applied at
the beginning of the earliest period presented using a modified retrospective approach.

The Society  plans to adopt the new ASUs at the required implementation dates.
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ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

2. INVESTMENTS

Investments, at fair value, consisted of the following at June 30, 2017:
Fair Value

Money market funds $ 383,573
U.S. Government securities 894,456
Corporate bond funds 60,939
Mutual funds - fixed income 2,292,360
Precious metals 70,159
Mutual funds - equities 1,933,220

TOTAL INVESTMENTS $ 5,634,707

Investments, at fair value, consisted of the following at June 30, 2017:
Fair Value

Money market funds $ 82,150
U.S. Government securities 945,312
Mutual funds - equities 3,212,939
Mutual funds - fixed income 1,545,723
Precious metals 87,339
Corporate bond funds 83,953
Certificates of deposit 248,926

TOTAL INVESTMENTS $ 6,206,342

Included in investment income are the following at June 30, 2017:  

Interest and dividends $ 197,021
Net appreciation of investments 295,089

TOTAL INVESTMENT INCOME $ 492,110

3. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consisted of the following at June 30, 2017:

Awards $ 774,417
Seeds 82,731
Life Member 60,789
Millennium Fund 38,054
Munson Foundation 12,789
American Wind Wildlife Institute 9,897
Issues in Ecology 7,659
USGS Purchase Orders 7,123
Lawrence Foundation 5,000
REAP 2,063
Defenders of Wildlife 790
Sustainable Water Roundtable 91

TOTAL TEMPORARILY RESTRICTED NET ASSETS $ 1,001,403
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ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

4. NET ASSETS RELEASED FROM DONOR-IMPOSED RESTRICTIONS

The following temporarily restricted net assets were released from donor restrictions by incurring
expenses, which satisfied the restricted purposes specified by the donors:

Ecosystem Health and Sustainability $ 65,962
Seeds 57,287
Chapters and Sections Funds 40,383
Publication Fund 34,000
Sustainable Infrastructure 13,650
Awards 11,908
NEON - MacMahon Award 9,100
Sustainable Water Roundtable 120
American Wind Wildlife Institute 103
Issues in Ecology 103

TOTAL NET ASSETS RELEASED FROM DONOR-IMPOSED
RESTRICTIONS $ 232,616

5. LEASE COMMITMENT

During the year ended June 30, 2008, the Society executed a lease for office space in Washington
D.C. Included in the lease is an annual rent escalation of approximately 3%. On March 1, 2016, the
lease was amended and expires on June 30, 2026. Base rent is $26,099 per month increasing
3.5% annually.

Accounting principles generally accepted in the United States of America require that the total rent
commitment should be recognized on a straight-line basis over the term of the lease. Accordingly,
the difference between the actual monthly payments and the rent expense being recognized for
financial statement purposes is recorded as a deferred rent liability on the Statement of Financial
Position. Such amount will be amortized over the term of the lease agreement. 

The following is a schedule of future minimum payments required under this non-cancelable
operating lease as of June 30, 2017:

Year Ending June 30,

2018 $ 326,991
2019 338,433
2020 350,283
2021 362,544
2022 375,231

Thereafter 1,636,937

$ 3,390,419

Rent expense for the year ended June 30, 2017 totaled $354,419. The deferred rent liability as of
and June 30, 2017 was $136,064.

6. RETIREMENT PLAN

The Society has a defined contribution plan with the Teachers Insurance and Annuity Association
College Retirement Equities Fund (TIAA).

15



ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

6. RETIREMENT PLAN (Continued)

TIAA retirement plans are defined contribution plans (commonly called money-purchase plans) in
compliance with the Employee Retirement Income Security Act of 1974 and subsequent related
legislation. The Society's contributions totaled $180,726 for the fiscal year ended June 30, 2017.

7. LINE OF CREDIT

The Society had a $300,000 line of credit with a bank that expired on April 30, 2017 and was not
renewed. The interest rate was 2.32% and the line of credit was collateralized by chattel paper,
accounts receivable, equipment and general intangibles. As of June 30, 2017, the Society had no
outstanding borrowings on its line of credit.

8. BOARD DESIGNATED

Each year at their Board meeting, the Society's Board members set aside a certain amount of
unrestricted funds for future use. These funds will be used to fund future programs for which other
funds are not available.

9. FAIR VALUE MEASUREMENT

In accordance with FASB ASC 820, Fair Value Measurement, the Society has categorized its
financial instruments, based on the priority of the inputs to the valuation technique, into a three-
level fair value hierarchy. The fair value hierarchy gives the highest priority to quoted prices in
active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). If the inputs used to measure the financial instruments fall within different levels of
hierarchy, the categorization is based on the lowest level input that is significant to the fair value
measurement of the instrument. 

Investments recorded in the Statement of Financial Position are categorized based on the inputs to
valuation techniques as follows: 

Level 1. These are investments where values are based on unadjusted quoted prices for identical
assets in an active market the Society has the ability to access. 

Level 2. These are investments where values are based on quoted prices for similar instruments in
active markets, quoted prices for identical or similar instruments in markets that are not active, or
model-based valuation techniques that utilize inputs that are observable either directly or indirectly
for substantially the full-term of the investments.

Level 3. These are investments where inputs to the valuation methodology are unobservable and
significant to the fair value measurement.

Following is a description of the valuation methodology used for investments measured at fair
value. There have been no changes in the methodologies used at June 30, 2017.

 Money market funds - The fair value is equal to the reported net asset value of the fund.

 U.S. Government securities - Valued at the closing price reported on the active market in which

the individual securities are traded. 
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ECOLOGICAL SOCIETY OF AMERICA, INCORPORATED

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

9. FAIR VALUE MEASUREMENT (Continued)

 Mutual funds - The fair value is equal to the reported net asset value of the fund, which is the

price at which additional shares can be obtained.

 Precious metals (commodities) - Valued at the the most recent sale price or official closing price

reported on the exchange (U.S. or foreign) or over-the-counter market on which they trade.

 Corporate bond funds - Fair value is based upon current yields available on comparable

securities of issuers with similar ratings, the security’s terms and conditions, and interest rate

and credit risk.

 Certificates of deposit - Generally valued at original cost plus accrued interest, which

approximates fair value.  

The table below summarizes, by level within the fair value hierarchy, the Society's investments as
of June 30, 2017:

Level 1 Level 2 Level 3 Total
Asset Class:

Money market funds $ 82,150 $ - $ - $ 82,150
U.S. Government securities 945,312 - - 945,312
Mutual funds - equities 3,212,939 - - 3,212,939
Mutual funds - fixed income 1,545,723 - - 1,545,723
Precious metals 87,339 - - 87,339
Corporate bond funds - 83,953 - 83,953
Certificates of deposit - 248,926 - 248,926

TOTAL $ 5,873,463 $ 332,879 $ - $ 6,206,342

10. ENDOWMENT

The Society's endowment consists of donor-restricted endowment funds. As required by GAAP,
net assets associated with endowment funds are classified and reported based on the existence or
absence of donor-imposed restrictions. The Board of Directors has interpreted the Uniform Prudent
Management of Institutional Funds Act (UPMIFA) as allowing  the Society to appropriate for
expenditures or accumulate so much of an endowment fund as  the Society determines is prudent
for the uses, benefits, purposes and  duration for which the endowment fund is established, subject
to the intent of the donor as expressed in the gift instrument.

As a result of this interpretation, the Society classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent
gifts to the permanent endowment, and (c) 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 in permanently restricted net assets is classified as temporarily restricted net assets until
those amounts are appropriated for expenditure by the organization in a manner consistent with
the standard of prudence prescribed by UPMIFA.
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10. ENDOWMENT (Continued)

In accordance with UPMIFA, the Society considers the following factors in making a determination
to appropriate or accumulate donor-restricted endowment funds: 

 The duration and preservation of the fund;

 The purpose of the organization and the donor-restricted endowment fund;

 General economic conditions and the possible effect of inflation and deflation;

 The expected total return from income and the appreciation of investments; and 

 Investment policies of the organization.

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

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-Restricted Endowment Funds $ - $ 16,077 $ 50,000 $ 66,077

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

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment net assets, beginning of
year $ - $ 7,693 $ 50,000 $ 57,693

Net appreciation of investments - 8,384 - 8,384

ENDOWMENT NET ASSETS, END OF
YEAR $ - $ 16,077 $ 50,000 $ 66,077

Funds with Deficiencies -

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 UPMIFA requires the Society to
retain as a fund of perpetual duration. In accordance with generally accepted accounting
principles, there were no deficiencies of this nature at June 30, 2017.

Return Objectives and Risk Parameters - 

The Society has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding to programs supported by its endowment, while
seeking to maintain the purchasing power of the endowment assets.

Endowment assets include those assets of donor-restricted funds that the Society must hold in-
perpetuity. Under this policy, as approved by the Board of Directors, the endowment assets are
invested in a manner that is intended to produce results that exceed the price and yield results
of the S&P 500 index, while assuming a moderate level of investment risk. The Society expects
its endowment funds, over time, to provide an average rate of return of approximately 5%
annually. Actual returns in any given year may vary from this amount.
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10. ENDOWMENT (Continued)

Strategies Employed for Achieving Objectives - 

To satisfy its long-term rate-of-return objectives, the Society 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). The Society targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy -

The Society has a policy of appropriating for distribution no more than 5% of investment
earnings.

11. COMMITMENTS

The Society is committed under agreements for conference space through the year 2020. The total
commitments under the agreements are not determinable as it depends upon attendance and
other unknown factors. There are cancellation penalties that would be due if the agreements were
cancelled prior to the event date. The amount of the cancellation penalties increases through the
date of the event.

During 2016, the Society entered into an agreement for the publication of the Society's journals.
The contract will be in effect for seven calendar publication years.

It is possible that lawsuits could arise in the course of the Society's activities. While the final
outcome of any legal action cannot be determined at this time, management is of the opinion that
the ultimate liability, if any, from the final resolution of such matters will not have a material effect
on the Society’s financial statements.

12. SUBSEQUENT EVENTS

In preparing these financial statements, the Society has evaluated events and transactions for
potential recognition or disclosure through January 12, 2018, the date the financial statements
were issued.
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