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Report of Independent Auditors

Governing Council
The Wilderness Society
Washington, DC

We have audited the accompanying financial statements of The Wilderness Society (the Society), which comprise the
statements of financial position as of September 30, 2016 and 2015 and the related statements of activities, functional
expenses and cash flows for 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 the 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 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 Wilderness Society as of September 30, 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.

ﬁ/w st

Vienna, Virginia
January 17, 2017

WWW.JOHNSONLAMBERT.COM




The Wilderness Society

Statements of Financial Position

September 30,

2016 2015
Assets
Cash and cash equivalents $ 3,617,070 $ 1,670,391
Accounts and contributions receivable, net 9,864,657 7,698,665
Investments 34,312,249 31,844,026
Planned giving investments 4,573,471 4,430,722
Beneficial interest in assets held by others 5,596,471 6,146,600
Long-term receivables, net 2,506,830 5,597,601
Prepaid expenses and other assets 982,483 528,109
Fixed assets, net 481,164 608,233
Total assets $ 61,934,395 §$ 58524 347
Liabilities and net assets
Liabilities:
Accounts payable and accrued expenses $ 2,523,995 $ 2,220,641
Deferred revenue 32,891 31,940
Deferred rent 1,419,962 1,380,425
Deposits 5,000 13,750
Planned giving liabilities 2,931,241 2,480,682
Total liabilities 6,913,089 6,127,438
Net assets:
Unrestricted net assets 10,533,543 8,282,893
Temporarily restricted net assets 32,294,391 31,951,576
Permanently restricted net assets 12,193,372 12,162,440
Total net assets 55,021,306 52,396,909
Total liabilities and net assets $ 61934395 $ 58,524 347

See accompanying notes to the financial statements.



Revenues

Contributions:
Individuals
Foundations
Corporations

Program services
Government grants
Investment income (Note C)
Spending policy

Other revenues

Total revenues

Net assets released (Note I)
Total revenues

Expenses

Program services:
Land and Water
Energy and Climate
People Outdoors

Support services:
Fundraising
Management and general

Total expenses

Change in net assets from operations
Gain on investments (Note C)
Change in value of beneficial interest
Change in net assets
Reclassifications of net assets

Beginning net assets
Ending net assets

See accompanying notes to the financial statements.

The Wilderness Society

Statements of Activities

For the years ended September 30,

2016 2015
Temporarily Permanently Temporarily Permanently
Unrestricted Restricted Restricted Total Unrestricted Restricted Restricted Total

14,382,858 $ 7,292,495 $ 32,521 $ 21,707,874 § 13,345908 $ 3,015,064 $ 55,364 16,416,336
669,350 5,624,705 10,000 6,304,055 642,972 7,425,459 5,000 8,073,431
71,397 393,329 - 464,726 106,768 120,000 - 226,768
15,123,605 13,310,529 42,521 28,476,655 14,095,648 10,560,523 60,364 24,716,535
148,897 - - 148,897 1,228,310 - - 1,228,310
20,000 - - 20,000 107,511 - - 107,511
43,807 126,817 - 170,624 62,506 85,754 - 148,260
734,684 (734,684) - - 650,128 (650,128) - -
575,312 - - 575,312 525,124 - - 525,124
16,646,305 12,702,662 42,521 29,391,488 16,669,227 9,996,149 60,364 26,725,740
13,471,106 (13,471,106) - - 10,915,625 (10,915,625) - -
30,117,411 (768,444) 42,521 29,391,488 27,584,852 (919,476) 60,364 26,725,740
13,726,676 - - 13,726,676 14,244,758 - - 14,244,758
5,594,634 - - 5,594,634 4,432,967 - - 4,432,967
2,633,822 - - 2,633,822 3,184,411 - - 3,184,411
21,955,132 - - 21,955,132 21,862,136 - - 21,862,136
5,405,269 - - 5,405,269 5,297,770 - - 5,297,770
1,034,783 - - 1,034,783 1,117,179 - - 1,117,179
6,440,052 - - 6,440,052 6,414,949 - - 6,414,949
28,395,184 - - 28,395,184 28,277,085 - - 28,277,085
1,722,227 (768,444) 42,521 996,304 (692,233) (919,476) 60,364 (1,551,345)
528,423 1,379,858 - 1,908,281 73,859 21,940 - 95,799
- (268,599) (11,589) (280,188) - (538,359) 822 (537,537)
2,250,650 342,815 30,932 2,624,397 (618,374) (1,435,895) 61,186 (1,993,083)
- - - - - (73,358) 73,358 -
8,282,893 31,951,576 12,162,440 52,396,909 8,901,267 33,460,829 12,027,896 54,389,992
10,533,543 $ 32294391 $ 12,193372  $ 55021306 § 8282893 § 31951576 $ 12,162,440 $ 52,396,909




Compensation
Fringe benefits

Professional fees
Grants and awards
Supplies

Telephone

Postage and shipping
Occupancy

Equipment rental
Printing and art work
Travel

Dues and subscriptions
Insurance

Mailing list rentals
Personnel acquisitions
Miscellaneous
Depreciation and amortization

Total

The Wilderness Society

Statement of Functional Expenses

Year ended September 30, 2016

Program Services

Supporting Services

Land and Energy and People Management 2016

Water Climate QOutdoors Total Fundraising and General Total Total
$ 6072435 $ 2505993 $ 917,408 $ 9495836 $ 2,096,526 $ 472,084 $ 2,568,610 $ 12,064,446
1,555,210 641,771 235,906 2,432,887 537,456 107,800 645,256 3,078,143
7,627,645 3,147,764 1,153,314 11,928,723 2,633,982 579,884 3,213,866 15,142,589
2,097,584 1,053,102 602,940 3,753,626 912,982 180,377 1,093,359 4,846,985
464,026 45,000 46,880 555,906 - - - 555,906
98,401 39,337 13,196 150,934 33,783 6,166 39,949 190,883
208,674 86,189 30,831 325,694 80,937 18,854 99,791 425,485
312,790 121,582 164,193 598,565 377,712 33,525 411,237 1,009,802
1,427,959 589,291 212,620 2,229,870 558,326 105,986 664,312 2,894,182
61,698 25,022 8,657 95,377 22,557 10,373 32,930 128,307
403,901 136,276 229,004 769,181 422,983 46,551 469,534 1,238,715
721,660 205,226 101,966 1,028,852 212,393 30,768 243,161 1,272,013
66,693 46,301 18,940 131,934 14,599 2,969 17,568 149,502
23,384 9,656 3,489 36,529 9,162 1,670 10,832 47,361
52,832 25,258 16,341 94,431 51,454 6,082 57,536 151,967
4,009 166 974 5,149 2,640 74 2,714 7,863
18,965 8,117 10,119 37,201 18,297 1,757 20,054 57,255
136,455 56,347 20,358 213,160 53,462 9,747 63,209 276,369
§ 13726676 $ 5594634 § 2633822 $ 21955132 $§ 5405269 $§ 1034783 $ 6440052 $ 28395184

See accompanying notes to the financial statements.




Compensation
Fringe benefits

Professional fees
Grants and awards
Supplies

Telephone

Postage and shipping
Occupancy

Equipment rental
Printing and art work
Travel

Dues and subscriptions
Insurance

Mailing list rentals
Personnel acquisitions
Miscellaneous
Depreciation and amortization

Total

The Wilderness Society

Statement of Functional Expenses

Year ended September 30, 2015

Program Services

Supporting Services

Land and Energy and People Management 2015

Water Climate QOutdoors Total Fundraising and General Total Total
$ 5863307 $ 1948702 $ 1,115946 $ 8927955 $ 1,829,521 $ 444,847 $ 2274368 $ 11,202,323
1,390,937 463,063 265,372 2,119,372 433,560 98,371 531,931 2,651,303
7,254,244 2,411,765 1,381,318 11,047,327 2,263,081 543,218 2,806,299 13,853,626
2,368,606 724,243 705,815 3,798,664 1,162,765 232,605 1,395,370 5,194,034
636,389 15,000 27,050 678,439 - - - 678,439
167,469 49,168 29,850 246,487 55,415 10,498 65,913 312,400
175,346 57,909 33,434 266,689 66,277 11,184 77,461 344,150
275,389 119,044 179,570 574,003 406,846 52,242 459,088 1,033,091
1,451,052 480,403 277,262 2,208,717 549,681 95,731 645,412 2,854,129
85,047 27,216 16,150 128,413 30,251 12,980 43,231 171,644
412,734 163,547 239,316 815,597 467,561 77,453 545,014 1,360,611
951,774 190,246 157,250 1,299,270 66,878 22,908 89,786 1,389,056
36,898 44,664 40,407 121,969 27,273 2,760 30,033 152,002
39,597 13,137 7,583 60,317 15,033 2,603 17,636 77,953
42,350 21,902 17,861 82,113 51,577 9,069 60,646 142,759
5,395 1,239 1,477 8,111 2,541 128 2,669 10,780
126,469 41,782 28,670 196,921 50,621 29,944 80,565 277,486
215,999 71,702 41,398 329,099 81,970 13,856 95,826 424,925
§ 14244758 $ 4432967 $ 3,184411 $§ 21862136 $ 5297770 $ 1117179 $ 6414949 $ 28,277,085

See accompanying notes to the financial statements.




The Wilderness Society

Statements of Cash Flows

Years ended September 30,

2016 2015
Cash flows from operating activities
Change in net assets $ 2,624,397 $ (1,993,083)
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Depreciation and amortization 276,369 424,925
Discount on long-term receivables (52,522) 30,697
Allowance for uncollectible receivables (53,747) 21,665
Net realized and unrealized investment gains (1,908,281) (95,799)
Changes in investments held in trust 129,592 338,218
Donated securities (750,759) (644,174)
Contributions restricted for long-term investment (42,521) (60,364)
Changes in operating assets and liabilities:
Accounts and contributions receivable 1,031,048 (1,327,447)
Prepaid expenses and other assets (454,374) 462,625
Beneficial interests in assets held by others 420,627 336,645
Accounts payable and accrued expenses 303,354 197,741
Custodial funds - (26,030)
Deferred rent 39,537 133,360
Deposits (8,750) 13,250
Deferred revenue 951 (796,559)
Net cash provided by(used in) operating activities 1,554,921 (2,984,330)
Cash flows from investing activities
Disposal of fixed assets - 1,124
Purchase of equipment (149,300) (172,942)
Proceeds from sale of investments 5,972,768 4,411,266
Purchase of investments (5,924,700) (3,015,708)
Net cash (used in)/provided by investing activities (101,232) 1,223,740
Cash flows from financing activities
Planned giving payments to beneficiaries 646,930 -
Investment return on annuity trust (196,461) (43,608)
Contributions restricted for long-term investment 42,521 60,364
Net cash flows used in financing activities 492,990 16,756
Change in cash and cash equivalents 1,946,679 (1,743,834)
Cash and cash equivalents, beginning of year 1,670,391 3414225
Cash and cash equivalents, end of year $ 3,617,070 $ 1,670,391

See accompanying notes to the financial statements.




The Wilderness Society
Notes to Financial Statements

Years ended September 30, 2016 and 2015

Note A - Organization and Purpose

The Wilderness Society (the Society) is the leading conservation organization working to protect
wilderness and inspire Americans to care for our wild places. Founded in 1935, and now with more than
700,000 members and supporters, The Wilderness Society has led the effort to permanently protect 109
million acres of wilderness. We work to ensure sound management of our shared national lands, which
include 635 million acres owned by the American people and managed by our government.

Our work has profoundly improved the way our shared national lands are managed and enjoyed. The
nation’s wildlands provide us all with clean air and water, wildlife habitat and havens for recreation,
learning and solitude. Federal lands are also important sources of renewable energy and vital natural
resources that must be managed wisely.

We bring a unique breadth of expertise to public land issues. Our staff are recognized leaders in the fields
of natural resource science, policy, and community engagement. From Capitol Hill and federal agencies to
communities across the nation, we work strategically and collaboratively with diverse arrays of
stakeholders. Through these efforts, we find common-ground solutions that lead to better protection,
stewardship and restoration of our public lands, preserving the nation’s rich natural legacy for current and
future generations.

Our public lands represent a uniquely American ideal — that millions of acres of our country’'s lands
belong to, and should benefit, all of us. We envision a future where at least half of the nation’s public
lands are protected to preserve our unique natural heritage and the special places people love. When
these special lands are part of big, connected landscapes, they provide us with the best hope of helping
natural systems and human communities thrive in the face of climate change and other threats. Energy
development on our public lands should be part of the climate solution in the transition to a clean energy
future and sited in appropriate places. We envision a country in which people from all backgrounds can
connect to nature, from local parks to big wild places, where people recognize and share in the benefits
we all receive from our public lands, and where people are inspired to care for these places.

Land and Water Program

Our Land and Water Program focuses on priority landscapes and watersheds to ensure they are better
protected, connected and able to adapt to the changing climate and include a variety of ecosystem types.
This requires better funding of land agencies and defense of the nation’s bedrock conservation laws. Our
nation’s protected lands must also include more places that honor and recognize geographic, racial,
ethnic, cultural and socioeconomic diversity. We work to build awareness and support for public lands
among diverse people, partners and decision makers.




The Wilderness Society

Notes to Financial Statements (Continued)

Note A - Organization and Purpose (Continued)

Energy and Climate Program

The Wilderness Society also works to address the key challenges for public lands as we transition to a
cleaner energy future. Specifically, we work to ensure that wildlands and high-value-conservation areas
are protected from degradation from new energy infrastructure, and appropriate protections established
in key areas. We strive to secure policies so public lands are managed to reduce their contributions to
climate change. We engage the public to increase awareness and support for the management of public
lands as part of our national response to climate change.

People Outdoors Program

Inspiring Americans to care for wild places is a challenge due to the effects of urbanization, outdated
policies and lack of access, among other factors. We work to spur new initiatives to get people outdoors
and make public lands more inclusive. We focus on connecting communities of color and low-income
residents in urban areas with public lands, helping to make them accessible and relevant to their lives;
ensuring young people have multiple chances to learn, play and work outside; and fostering sustainable
recreation that results in life-long enjoyment and connections to the outdoors.

Note B - Summary of Significant Accounting Policies

Basis of accounting

The Society presents its financial statements in accordance with accounting principles generally accepted
in the United States of America (GAAP) promulgated by the Financial Accounting Standards Board
Accounting Standards Codification (the guidance). Accordingly, the cost of the Society's programs and
other activities has been summarized on a functional basis in the statements of activities. Additionally,
certain costs have been allocated among the programs and supporting services benefited based on an
estimate of time spent by Society personnel.

Subsequent events

The Society has performed an evaluation of subsequent events through January 17, 2017, which is the
date the financial statements were available to be issued and has considered any relevant matters in the
preparation of the financial statements and notes.

Use of estimates

GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities, and the reported amounts and
classifications of revenues and expenses during the reporting period. Accordingly, actual results could
differ from these estimates.

Income taxes

The Society is exempt from Federal income taxes under Section 501(c)(3) of the Internal Revenue Code
(IRC) and is not a private foundation under Section 509(a) of the IRC. The Society is required to pay
federal and state income taxes only on unrelated business income. Management has concluded that the
Society has properly maintained its exempt status and there are no uncertain tax positions as of
September 30, 2016. There are currently no examinations being conducted.

8



The Wilderness Society

Notes to Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Risk and uncertainties

The Society invests in various securities. These securities are exposed to a variety of 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 statements of financial
position.

Cash and cash equivalents

The Society considers all highly liquid investments with original maturities at the purchase date of 90 days
or less to be cash equivalents. The Federal Deposit Insurance Corporation (FDIC) insures amounts on
deposit with each financial institution up to limits prescribed by law. The Society may hold funds with
financial institutions in excess of the FDIC insured amounts; however, the Society has not experienced any
losses in such accounts and management believes it is not exposed to any significant credit risk on cash
and cash equivalents.

Investments and fair value measurement

Investments are recorded at fair value. Investment income or loss, including realized and unrealized gains
and losses, is included in the statements of activities as an increase or decrease in unrestricted net assets
unless the income or loss is restricted by donor or law.

Dividend and interest income are considered operating revenue of the Society. Realized and unrealized
gains and losses above the spending rate approved by the Governing Council are not used in operations
and, therefore, are reported as temporarily restricted in the statements of activities as gain on
investments.

In accordance with GAAP, the Society prioritizes the inputs to valuation techniques used to measure fair
value. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical
assets and liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The levels of the
hierarchy are as follows:

Level 1 — Inputs to the valuation methodology are quoted (unadjusted) for identical assets or liabilities in
actively traded markets which the Society has the ability to access.

Level 2 — Inputs to the valuation methodology include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that are not active,
inputs other than quoted prices that are observable for the asset or liability and market-corroborated
inputs.

Level 3 - Inputs to the valuation methodology are unobservable for the asset or liability and are
significant to the fair value measurement.

The Society recognizes transfers between levels at the end of the reporting period in which circumstances
occur causing changes in the availability of inputs to the fair value methodology.

9



The Wilderness Society

Notes to Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Planned giving assets and liabilities

The Society maintains a pooled income fund for planned giving investments. Donors contribute to the
Society an irrevocable remainder interest in assets while they reserve the right to income from the
property. The Society recognizes its remainder interest in the assets received as temporarily or
permanently restricted contribution revenue in the period the assets are received. The contribution is
recorded at the fair value of the asset discounted over the actuarially estimated time period until the
donor's death.

Charitable gift annuity contributions are recorded net of the present value of the liability of the future
annuity payments. The rate used to calculate the net present value is the adjusted discount rate for the
month in which the gift is made. The value of the liability is adjusted to reflect amortization of the
discount, payments to the donor, and changes in actuarial assumptions.

Charitable remainder trusts are recorded at the present value of estimated future cash flows. The discount
rate used to calculate the net present value of the estimated future cash flows for the years ended
September 30, 2016 and 2015 was 1% and 2% respectively. The value of the trust liability is adjusted to
reflect amortization of the discount and changes in actuarial assumptions related to interest rate
fluctuations or other variables.

Earnings generated by planned giving investments are recorded as liabilities to cover commitments to the
beneficiaries of planned giving agreements. The change in the actuarial value of planned giving assets is
recorded as change in value of beneficial interest in the statements of activities.

The beneficial interest in assets held by others for which the Society does not serve as trustee, amounted
to $6,043,171 and $6,483,000 as of September 30, 2016 and 2015, respectively, and is recorded in
temporarily or permanently restricted net assets in the accompanying statements of financial position. Of
these amounts, $446,700 and $336,400, is included within accounts receivable as of September 30, 2016
and 2015, respectively as it is due within one year. It is the policy of the Society to record such assets only
when the Society's interest is deemed to be irrevocable and where there is sufficient information to
quantify a fair and accurate valuation. The Society's beneficial interest is recorded at the discounted
present value of the gift, based on the date of gift and the trust life. Trust assets include publicly traded
U.S. stock, corporate and government bonds, mutual funds, property and land, and life insurance policies.
Amounts received related to these beneficial interests are used for purposes designated by the donor, if
any.

The change in the actuarial valuation of total planned giving agreements, including those held by third

parties, is recorded in the statements of activities. The change in value of these agreements was
$(280,188) and $(537,537) for the years ended September 30, 2016 and 2015, respectively.

10



The Wilderness Society

Notes to Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Contributions receivable

Contributions receivable that are expected to be collected within one year are reported net of any
estimated uncollectible amounts. Contributions expected to be collected beyond one year are reported
net of any estimated uncollectible amounts and are discounted to present value using the United States
Treasury obligations risk-adjusted rate according to their corresponding terms.

Allowance for uncollectible contributions

The Society has established an allowance for uncollectible contributions based on management's
judgment of the creditworthiness of the donors, past collection experience, and other relevant factors.
Although variability is inherent in such estimates, management believes that the allowance provided in
the financial statements is adequate, but largely dependent on economic conditions.

Fixed assets

Furniture and equipment expenditures over $5,000 are recorded at cost and are depreciated using the
straight-line method, with estimated useful lives ranging from three to ten vyears. Leasehold
improvements are recorded at cost and are amortized over the shorter of their useful lives or the
remaining term of the lease.

Collections

The Society's collections include artwork and photographs that are held for educational purposes. Each
item is preserved and cared for in a manner similar to works of art held for public exhibition. The
collections, which were acquired through various donations since the Society's inception, are not
recognized as assets on the statements of financial position.

Endowments

The Society is a not-for-profit organization that is subject to an enacted version of the Uniform Prudent
Management of Institutional Funds Act of 2006 (UPMIFA). Therefore, the net asset classification of donor
restricted endowment funds is presented in accordance with the related accounting guidance and
disclosures.

Classification of net assets
The Society's net assets have been grouped into the following three classes:

Unrestricted net assets - result from contributions and other inflows of assets whose use by the Society is
not limited by donor-imposed restrictions.

Temporarily restricted net assets - result from contributions and other inflows of assets whose use is
limited by donor-imposed restrictions that either expire with the passage of time or can be fulfilled and
removed by actions of the Society related to those restrictions.

Permanently restricted net assets - result from contributions and other inflows of assets whose use by the
Society is limited by donor-imposed restrictions, that must be maintained in perpetuity by the Society.

11



The Wilderness Society

Notes to Financial Statements (Continued)

Note B - Summary of Significant Accounting Policies (Continued)

Restricted and unrestricted revenues

Unconditional promises to give cash and other assets are reported at fair value at the date the promise is
received. Unconditional promises are recorded as unrestricted, temporarily restricted, or permanently
restricted depending on donor-imposed restrictions. When a donor restriction expires, that is, when a
stipulated time restriction ends or the purpose of the restriction is accomplished, temporarily restricted
net assets are reclassified as unrestricted net assets and are reported in the statements of activities as net
assets released from restriction.

Allocation of joint costs of informational materials

In 2016 and 2015, the Society incurred joint costs of $4,007,601 and $4,229,075, respectively, for
informational materials and activities that included fundraising appeals. Of those costs, $1,477,186 and
$1,047,876, respectively, were allocated to program expenses, $1,175,757 and $1,862,359, respectively,
were allocated to management and general, and $1,354,658 and $1,318,840, respectively, remained in
fundraising.

Note C - Investments and Fair Value Measurement

Investments, at fair value, within the fair value hierarchy at September 30, 2016 are as follows:

Level 1 Level 2 Level 3 Total
Investments:
Mutual funds $ 7,129,732 § - $ - $ 7,129,732
Equities:
Domestic 15,435,626 - - 15,435,626
Foreign 1,903,958 - - 1,903,958
Fixed income:
Corporate bonds - 322,333 - 322,333
Municipal bonds - 3,395,670 - 3,395,670
U.S. Treasury securities 6,124,930 - - 6,124,930
Total investments 30,594,246 3,718,003 - 34,312,249
Planned giving assets:
Money market funds 159,204 - - 159,204
Mutual funds:
Equity 996,666 - - 996,666
Fixed income 671,001 - - 671,001
Exchange-traded funds - 1,132,886 - 1,132,886
Common stock 609,263 - - 609,263
Fixed income
Corporate bonds - 315,180 - 315,180
U.S. Treasury securities 106,962 307,570 - 414,532
Life insurance contracts - 274,739 - 274,739
Total planned giving assets 2,543,096 2,030,375 - 4,573,471
Beneficial interest in assets held by others - - 5,596,471 5,596,471
Total $ 33,137,342 § 5748378 $ 5596471 $ 44,482,191

12



The Wilderness Society

Notes to Financial Statements (Continued)

Note C - Investments and Fair Value Measurement (Continued)

Investments, at fair value, within the fair value hierarchy at September 30, 2015 are as follows:

Level 1 Level 2 Level 3 Total
Investments:
Mutual funds:
Money market $ 4,890,979 $ - 3 - 3 4,890,979
Equities:
Domestic 14,855,800 - - 14,855,800
Foreign 1,783,157 - - 1,783,157
Fixed income:
Corporate bonds - 786,323 - 786,323
Municipal bonds - 4,299,624 - 4,299,624
U.S. Treasury securities 5,228,143 - - 5,228,143
Total investments 26,758,079 5,085,947 - 31,844,026
Planned giving assets:
Money market funds 17,531 - - 17,531
Mutual funds:
Equity 1,226,521 - - 1,226,521
Fixed income 736,124 - - 736,124
Exchange-traded funds - 861,812 - 861,812
Common stock 534,386 - - 534,386
Fixed income
Corporate bonds - 318,406 - 318,406
U.S. Treasury securities 137,558 331,213 - 468,771
Life insurance contracts - 267,171 - 267,171
Total planned giving assets 2,652,120 1,778,602 - 4,430,722
Beneficial interest in assets held by others - - 6,146,600 6,146,600
Total $ 29410,199 $ 6,864,549 §$ 6,146,600 §$ 42421348

There were no transfers between levels of the fair value hierarchy in 2016 and 2015.

The fair value of assets classified as Level 1 are derived from identical assets traded in active markets. The
fair value of Level 2 assets derived from prices for similar or identical assets in non-active markets
including pricing that is obtained directly from broker-dealers. The beneficial interest in assets held by
others are classified as level 3 assets as their fair values are derived from inputs to the valuation
methodology that are unobservable for the asset and are based on actuarial assumptions such as
mortality rates and the applicable federal rate for charitable gifts. These assumptions are significant to the
fair value measurement.
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The Wilderness Society

Notes to Financial Statements (Continued)

Note C - Investments and Fair Value Measurement (Continued)

The following table summarizes changes in the Level 3 assets measured at fair value on a recurring basis:

Balance at October 1, 2014 $ 6,821,463

Change in value (338,218)
Payments, sales, transfers, and maturities (336,645)
Balance at September 30, 2015 6,146,600
Change in value (129,502)
Payments, sales, transfers, and maturities (446,798)
Balance at September 30, 2016 $ 5,596,471

Investment earnings are reported net of investment fees at September 30, 2016 and 2015 of $261,599
and $225,059, respectively.

Note D - Endowment Funds

The Society's endowment consists of four individual funds established for a variety of purposes and are
donor-restricted. As required by GAAP, net assets associated with endowment funds are classified and
reported based on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Governing Council of The Wilderness Society has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of
the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary.
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.

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

o The duration and preservation of the fund;

) The purposes of the organization and the donor-restricted endowment fund;
o General economic conditions;

. The possible effect of inflation and deflation;

o The expected total return from income and the appreciation of investments;
o Other resources of the organization; and

o The investment policies of the organization.

14



The Wilderness Society

Notes to Financial Statements (Continued)

Note D - Endowment Funds (Continued)

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 consist of those assets of donor-
restricted funds that the Society must hold in perpetuity or for a donor-specified period(s). Under this
policy, as approved by the Governing Council, the endowment's assets are invested in a manner that is
intended to produce results that exceed the price and yield results of a benchmark including 75% S&P
500 index and 25% Barclays Capital Aggregate Bond Index. The Society expects its endowment funds,
over time, to provide an average rate of return of approximately 6 percent annually. Actual returns in any
given year may vary from this amount.

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 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 each year 5 percent of its endowment fund'’s
average fair value over the prior 12 quarters through the calendar year-end proceeding the fiscal year in
which the distribution is planned. In establishing this policy, the Society considered the long-term
expected return on its endowment. Accordingly, over the long term, the Society expects the current
spending policy to allow its endowment to grow at an average sufficient to maintain the purchasing
power of the endowment assets held in perpetuity or for a specified term as well as to provide additional
real growth through new gifts and investment return.

Total endowment fund and activity are as follows for September 30, 2016:

Temporarily ~ Permanently

Restricted Restricted Total

Net Assets Net Assets Endowment
Endowment net assets, October 1, 2015 $ 6,213,380 $ 12,162,440 $ 18,375,820
Investment income, net 53,036 - 53,036
Net realized and unrealized appreciation 986,621 - 986,621
Total investment return 1,039,657 - 1,039,657
Contributions 2,187,457 42,521 2,229,978
Change in value of split-interest agreements - (11,589) (11,589)
Appropriation of endowment assets for expenditure (2,568,094) - (2,568,094)
Endowment net assets, September 30, 2016 $§ 6872400 $ 12,193372 $ 19,065,772
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The Wilderness Society

Notes to Financial Statements (Continued)

Note D - Endowment Funds (Continued)

Total endowment fund and activity are as follows for September 30, 2015:

Temporarily ~ Permanently
Restricted Restricted Total

Net Assets Net Assets Endowment
Endowment net assets, October 1, 2014 $ 6849399 $ 12,027,896 $ 18,877,295
Reclassification of net assets (73,358) 73,358 -
Investment income, net 90,006 - 90,006
Net realized and unrealized depreciation 15,952 - 15,952
Total investment return 32,600 73,358 105,958
Contributions 110,364 60,364 170,728
Change in value of split-interest agreements - 822 822
Appropriation of endowment assets for expenditure (778,983) - (778,983)
Endowment net assets, September 30, 2015 $§ 6213380 $ 12162440 $ 18375820

Note E - Accounts and Contributions Receivable

Accounts and contributions receivable, including long-term receivables, included the following at

September 30:

Contributions receivable:

Due in one to five years $

Less: Allowance for uncollectible pledges
Less: Discount on long-term portion

Due in less than one year

Beneficial interest in assets held by others due in less than one
year
Accounts receivable

2016 2015
3075299 $ 6,272,339
(358,230) (411,977)
(210,239) (262,761)
2,506,830 5,597,601
9418754 7,219,685
11,925,584 12,817,286
446,700 336,400
(797) 142,580
$ 12,371,487 § 13,296,266
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The Wilderness Society

Notes to Financial Statements (Continued)

Note F - Fixed Assets

Furniture, equipment, and leasehold improvements consist of the following at September 30:

2016 2015
Furniture and equipment $ 1,352,102 $ 1,302,640
Computer equipment and related assets 3,528,950 3,647,171
Leasehold improvements 2,286,585 2,251,333
7,167,637 7,201,144
Accumulated depreciation and amortization (6,686,473) (6,592911)
$ 481164 $ 608,233

Note G - Obligations Under Facility and Other Leases

The Society has entered into various operating lease agreements for office space at both its headquarters
and its field offices, as well as operating leases for various office equipment. Rent expense, rent
abatements, and other concessions are recognized on a straight-line basis over the term of the lease, with
the difference between the straight-line rent and the actual rent payments being recorded as deferred
rent in the accompanying statements of financial position. Occupancy expense under operating leases
was $2,894,182 and $2,854,129 in 2016 and 2015, respectively.

The Society's future minimum payments for occupancy and equipment under noncancelable operating
leases as of September 30, 2016 are:

Facility Equipment Total
2017 $ 2,442,376 $ 40,544 $ 2,482,920
2018 2,332,231 40,544 2,372,775
2019 2,326,413 40,469 2,366,882
2020 2,348,940 40,364 2,389,304
2021 2,198,378 35,133 2,233,511
Thereafter 3,651,489 2,060 3,653,549
Total $ 15299,827 $ 199,114 § 15,498,941

As required by the terms of its lease for its headquarters, the Society maintains a letter-of-credit
agreement for $200,000 with a local financial institution.

Note H - Rental Income

The Society is the lessor of a portion of its building space to fifteen organizations under operating leases
expiring at various times through 2019. Future minimum rental income to be received under these
noncancelable leases for the years ended September 30 are as follows:

2017 $ 358,695
2018 130,794
2019 16,504
Total $ 505,993
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The Wilderness Society

Notes to Financial Statements (Continued)

Note I - Net Assets

Net assets were released from restrictions when donor use or time restrictions were satisfied. Net assets
were released during the years ended September 30 for the following purposes:

2016 2015
Purpose restriction $ 8,820,178 $ 7,779,973
Time restriction:
Split interest agreements 146,023 66,216
Multi-year pledge payments 4,504,905 3,069,436
Net assets released from restriction $ 13471106 §$ 10,915,625

As of September 30, temporarily restricted net assets consist of funds available for the following
purposes:

2016 2015
Conservation and education programs $ 14,816,140 $ 14,359,139
Accumulated earnings (net) from endowments available for
conservation and education programs 10,556,922 10,041,246
Time restrictions on planned giving agreements 6,921,329 7,551,191
Total temporarily restricted net assets $ 32,294,391 $ 31,951,576

As of September 30, permanently restricted net assets consisted of the following:

2016 2015
General endowments (Note D) $ 10,803,664 $ 10,716,887
Planned giving agreements 1,389,708 1,445,553
Total permanently restricted net assets $ 12,193,372 $ 12,162,440

Note J - Retirement Plan

The Society has a noncontributory defined contribution pension plan covering all eligible permanent
employees. The Society makes quarterly contributions of 6% of the eligible compensation paid to plan
participants. For the years ended September 30, 2016 and 2015, the Society contributed $651,270 and
$617,368, respectively, to the plan.

Note K - Related Party Transactions

The statements of financial position include $6,665993 and $6,948,652 in outstanding contributions
receivable as of September 30, 2016 and 2015, respectively, from members of the Society's Governing
Council. The Society recognized $7,222,569 and $3,630,091 in contribution revenue from these members
for the years ended September 30, 2016 and 2015, respectively.
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The Wilderness Society

Notes to Financial Statements (Continued)

Note L - Self-Insured Health Plan

The Society provides self-insured health benefits for its eligible employees. Under the Program, the
Society pays the administrative fees and benefit claims of its employees up to $50,000 (through
December 31, 2015) and $70,000 (effective January 1, 2016). Individual claims in excess of these limits are
insured by a third-party insurance carrier.

The Society recorded claims payable and incurred but not reported of $177,495 and $141,161 as of
September 30, 2016 and 2015, respectively, which is included in accounts payable and accrued expenses
in the accompanying statements of financial position. Additionally, the claims paid under this Program
were $1,128,465 and $902,487 for the years ended September 30, 2016 and 2015.

It is inherently difficult to estimate the liability for claims payable and incurred but not reported as of the
statement of financial position date due to the unknown nature of the claims and the potentially lengthy
settlement process. This significant estimate is based on management’s best estimate and judgment, and
may be adjusted as more current information becomes available. Resulting adjustments could be
material.
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