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Reportt of Independent Auditors
To the Board of Ditectots of Baykeeper

We have audited the accompanying financial statements of Baykeeper (a nonprofit ot-
ganization), which comprise the statements of financial position as of June 30, 2016 and
2015, and the related statements of activities and changes in net assets, functional ex-
penses and cash flows for the yeats then ended, and the related notes to the financial
statements.

Responsibility of Management for the Financial Statements

The management of Baykeeper is responsible for the preparation and fait presentation
of the financial statements in accordance with accounting principles generally accepted
in the United States of America; this includes the design, implementation and mainte-
nance of internal control relevant to the preparation and fait presentation of financial
statements that are free from material misstatement, whether due to fraud ot etror.

Responsibility of the Auditors :
Our responsibility is to express an opinion on the financial statements based on our au-
dits. We conducted the audits in accordance with auditing standards genetally accepted
in the United States of America. Those standards requite that we plan and petform the
audits to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedutes to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures we select depend on our
judgment, including the assessment of the risk of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we consid-
er internal control relevant to the preparation and fair presentation of the financial
statements to design audit procedures that are appropriate in the circumstances, but not
to express an opinion on the effectiveness of internal control. Accordingly, we exptess
no such opinton. An audit also includes evaluating the approptiateness of accounting
policies used and the reasonableness of significant accounting estimates made by the
management of Baykeeper, and evaluating the overall presentation of the financial
statements.

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

Opinion
In our opinion, the financial statements present fairly, in all matetial respects, the finan-

cial position of Baykeeper as of June 30, 2016 and 2015, and the changes in its net as-
sets and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Ul Al S, ;/%;M
Wilson Markle Stuckey Hardesty & Bott, LL
Larkspur, California

February 3, 2017



Baykeeper
Statements of Financial Position

June 30, 2016 and 2015
2016 2015
Assets )
Cash and cash equivalents — Untestricted $ 333,222 $ 414,107
Cash and cash equivalents — Restticted 123,732 120,256
Investments 197,242 195,823
Grants and contributions receivable _ 14,200 38,597
Settlements teceivable — Current 481,750 86,250
Settlements receivable — Long-term 20,266 24,720
Prepaid expenses — Litigation 14,027 33,311
Prepaid expenses — Other 18,521 12,273
Property and equipment, net 9,924 12,916
Deposits - 8,611 8,611
Total assets $ 1,221495 $ 946,864
Liabilities and Net Assets

Liabilides
Accounts payable and accrued expenses $ 115,586 $ 151,151
Advances - Litigation 75,000 75,000
Deferred rent 12,114 10,950
Total liabilities 202,700 237,101

Net assets

Unrestricted

Undesignated 598,994 266,529
Board-designated 192,833 195,823
Total unrestricted : 791,827 462,352
Temporarily restricted 226,968 247,411
Total netassets 1,018,795 709,763
Total liabilities and net assets ‘ - $ 1221495 $ 946,864

See accompanying notes.

2



Baykeeper
Statements of Activities and Changes in Net Assets
Years ended June 30, 2016 and 2015

Temporatily Temporarily
Unrestricted  testricted 2016 Totals Unrestricted  restricted 2015 Totals
Support and revenue .
Contributions ' $ 662,854 $ 5,854 $ 668,708 $ 558,640 $ 39,190 $ 597,830
In-kind, net 243,443 - 243,443 ( 625,845) - ( 625845)
Fee and cost recovety 679,288 - 679,288 1,548,052 - 1,548,052
Investment, net (519 - (519 2,999 6 3,005
Othet 4,520 - 4,520 3,861 - 3,861
Net assets reclassified 26,297 (1 26,297) — 44,905 (44,905) —
Total suppott and tevenue 1,615,883 (  20,443) 1,595,440 1,532,612 (  5,709) 1,526,903
Expenses
Program services 776,593 - 776,593 1,048,697 - 1,048,697
Management and general 154,752 — 154,752 183,876 — 183,876
Fundraising 355,063 — 355,063 299,748 — 299,748
Total expenses 1,286,408 — 1,286,408 1,532,321 - 1,532,321
Changes in net assets 329475 ( 20,443) 309,032 291 (5709 ( 5,418)
Net assets, beginning of year 462,352 247411 709,763 462,061 253,120 715,181
Net assets, end of year $ 791,827 § 226968 § 1,018,795 $ 462352 § 247411 $ 709,763

See accompanying notes.
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Baykeeper

Statements of Functional Expenses
Yeats ended June 30, 2016 and 2015

Supporting services

Program  Management 2016

Expenses services and general Fund-raising Totals
Salaties $ 416374 § 87419 § 204,704 § 708,497
Payroll taxes 31,692 5,743 15,573 53,008
Employee benefits 46,340 8,928 22,776 78,044
Bay patrol 9,283 - 35 9,318
Meetings and events 3914 1,639 8,925 14,478
Information technology 9,261 1,891 7,242 18,394
Insurance 1,605 3,481 1,205 6,291
Occupancy 37,552 7,105 18,454 63,111
Opetating 7,693 2,937 64,977 75,607
Professional services

Accounting - 32,341 - 32,341

Legal — Environmental law enfotcement 167,043 - - 167,043

Other 2,320 1,380 1,956 6,156
Publications and outreach 39,094 583 6,373 46,050
Travel 494 93 913 1,500
Depreciation 3,928 712 1,930 6,570
Total expenses $ 776,593 § 154752 § 355,063 § 1,286,408

Supporting setvices
Program Management 2015

Expenses services and general Fund-raising Totals
Salaries $ 458,780 § 95,183 § 170,645 § 724,608
Payroll taxes 36,386 6,648 12,931 55,965
Employee benefits 73,294 13,831 26,315 113,440
Bay patrol 37,514 - — 37,514
Meetings and events 4,793 6,898 9,424 21,115
Information technology 10,665 2,740 8,650 22,055
Insurance 2,476 3,206 1,284 6,966
Occupancy 39,582 13,202 13,869 66,653
Operating 22,228 14,042 42,697 78,967
Professional setvices

Accounting - 24,525 - 24,525

Legal — Environmental law enforcement 321,539 - - 321,539

Scientific and technical 3,000 - - 3,000

Other 2,320 680 2,171 5,171
Publications and outreach - 31,176 2,059 9,900 43,135
Travel 531 89 316 936
Depreciation 4,413 773 1,546 6,732
Total expenses § 1,048,697 § 183,876 § 299,748 § 1,532,321

See accompanying notes.
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Baykeeper
Statements of Cash Flows
Years ended June 30, 2016 and 2015

2016 2015

. Cash flows from operating activities
Change in net assets $ 309,032 $ 5418
Adjustments to reconcile change in net assets with
cash flows provided by operating activities
Realized (gains) losses and unrealized

(appreciation) depreciation of investments 3,897 733
Contributions of investments - ( 2421)
Depreciation 6,570 6,732
Contributions of restricted cash ( 5,854) ( 17,290
Changes in assets and liabilities )

Grants and contributions receivable 24,397 ( 26,172

Settlements receivable ( 391,046) (52,000

Accounts receivable - 979

Prepaid expenses — Litigation 19,284 155,166

Prepaid expenses — Other (  6,248) 1,832

Accounts payable and accrued expenses ( 35,565) ( 13,421

Deferted rent 1,164 10,950

Net cash provided (used) by operating activities ( 74,369) 59,670

Cash flows from investing activities

Purchases of investments ( 5316) (1,554
Proceeds from sale of investfments : - 102,655
Purchases of property and equipment ( 3,578 ( 8345
Net change in deposits - 1,247
Net change in due to NRDC — ( 3,8061)
Net cash provided (used) by investing activities ( 8,894 90,142

Cash flows from financing activities

Advances - Litigation - 75,000
Repayments of litigation advances - ( 50,000)
Conttibutions of restricted cash . 5,854 17,290
Net cash provided by financing activities 5,854 42,290
Net change in cash and cash equivalents (" 77,409) 192,102
Cash and cash equivalents, beginning of year 534,363 342,261
Cash and cash equivalents, end of year $ 456,954 $ 534,363

See accompanying notes.
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 1 - Basis of presentation

The mission of San Francisco Baykeeper (Baykeeper) is to protect and restore the water quality
and habitat of San Francisco Bay. For more than 25 years, Baykeeper has taken on the greatest
threats to the health of San Francisco Bay. The vision of Baykeeper is a San Francisco Bay where
the water is clean, the ecosystem is healthy, recreation is safe and wildlife can thrive.

Baykeeper is working toward a San Francisco Bay that is:

® Free from pollution — so communities and wildlife are not threatened by toxins, trash or
oil spills.
e Safe for recreation — where swimmerts, surfers, boaters and beach-goers can enjoy the
water without fear of contamination.
- o With healthy beaches — protected from erosion caused by sand mining and dredging.

e Ready for the future — with shorelines and wetlands that can withstand sea level tise and
whete communities make the most of scarce watet resoutces.

San Francisco Bay is a treasure of the Bay Area, and the heart of our landscape, communities
and economy. Yet the health of San Francisco Bay is threatened by polluted runoff, sewage
spills, oil spills, sand remowval and the increasing pressure of drought and sea level rise. Far too
often, clean water laws are not enforced, so that pollution continues unchecked.

That is why Baykeeper exists. For more than 25 years, we have been the most effective advocate
and strongest defender of San Francisco Bay. Using water quality monitoring, science and on-
the-water patrols, Baykeeper identifies the greatest threats to the health of the San Francisco Bay
ecosystem. Baykeeper then strategically uses advocacy, public education and legal action to se-
cure smart solutions that stop pollution and restore water quality.

Baykeeper has-a staff of nine with scientific and legal expertise, a board of directors with a
breadth of expeﬁerice with the San Francisco Bay, an expert advisory board, eight volunteer boat
skippers and the only pollution patrol boat regularly monitoring and investigating pollution in
the San Francisco Bay.

Baykeeper incorporated as a nonprofit, public benefit corporation in California on January 23,
1987, as the San Francisco Bay-Delta Preservation Association and became Baykeeper in May
1989, the fourth “Waterkeeper” organization in the country. Since our founding, Baykeeper has
won ctitical victories at the national, regional and local level to protect and restore San Francisco
Bay.

In addition, Baykeeper helped found the Waterkeeper Alliance, an international network of on-
the-water activists, led by Robert F. Kennedy, Jr. Thete are now more than 200 Waterkeepet
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 1- Basis of presentation (continued)

groups around the wotld. Baykeeper holds the “Baykeeper” trademark and licenses its use by
other organizations. To avoid confusion, Baykeeper operates primarily undet the name San
Francisco Baykeeper.

With the help of a dedicated community of supporters, Baykeeper pursues the work that is most
critical to protecting San Francisco Bay. Baykeeper 1s making San Francisco Bay cleaner for rec-
reation, healthier for wildlife and more sustainable for all. For more information, please visit
Baykeeper online at www.baykeeper.org.

Note 2 ~ Summary of significant accounting policies

Basis of accounting

Baykeeper prepares its financial statements using accounting principles generally accepted in the
United States of America (US-GAAP). Baykeeper records support when promised, revenue
when earned and expenses when incurring the related obligations.

Fair value

Baykeeper uses a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. This hierarchy consists of three broad levels: Level 1 inputs consist of unad-
justed quoted prices in active markets for identical assets and have the highest priority. Level 2
inputs consist of obsetrvable inputs other than quoted prices for identical assets. Level 3 inputs
consist of unobservable inputs that reflect internal judgments and have the lowest priority.
Baykeeper uses appropriate valuation techniques based on the available inputs to measure fair
value. When available, Baykeeper measures fair value using Level 1 inputs because they generally
provide the most reliable evidence of fair value. Baykeeper only uses Level 3 inputs when Level
1 ot Level 2 inputs are not available.

Baykeeper values contributions initially at fair value when promised. Baykeeper only revalues
debt and marketable equity securities at least as often as it presents financial statements. For
contributions valued initially at fair value but not revalued, Baykeeper treats the initial fair value
as cost in subsequent financial statements.

Cash and cash equivalents

Cash and cash equivalents consist of amounts on hand and on deposit with a commercial bank,
available within 90 days of demand.




Baykeeper
Notes to Financial Statements
June 30, 2016

Note 2 — Summary of significant accounting policies (continued)

Restricted cash and cash equivalents consist of amounts held in separate commercial bank ac-
counts as temporarily testricted net assets telated to the Dolphin Club Pietr/Building project

(N ote 6).

Investments -

Investments (Note 3) consist principally of units of a pooled investment fund (PIF) of a com-
munity foundation. Baykeeper records the PIF atits contract value. Contract value represents
the amount Baykeeper would realize upon sale, transfer, exchange ot liquidation of the invest-
ment when transacted with the investment custodian. Contract value of the units of the PIF is
the Baykeeper share of the fair value of the undetlying investments, determined by the commu-
nity foundation, net of certain custodial and administrative fees.

Bavykeeper records interest, dividends, gains, losses and changes in contract value (unrealized ap-

y . vp . . ? . ’ g > . g . . P
preciation and depreciation) as net investment income, but not net of custodial and administra-
tive fees. o

The PIF of the community foundation is subject to variance power under an agreement dated
August 25, 1992. The board of trustees of the community foundation shall have the powert to
modify any restriction or condition on the distribution of funds for any specified charitable pur-
poses or to 2 specified organization, if, in the sole judgment of the board of trustees, such re-
striction or condition becomes, in effect, unnecessary, incapable of fulfillment or inconsistent
with the needs of the community served by the community foundation.

Receivables -

Recetvables (Note 4) consist principally of amounts due from governmental and corporate enti-
ties related to compliance activities and from corporations, foundations and individuals as con-
tributions. Baykeeper initially records receivables at fair value. Baykeeper estimates the initial fair
value of recetvables as the estimated present value of expected future cash flows, taking into
consideration risk-free interest rates and expected collection timing and risks. These are Level 2
(income) and Level 3 (income) inputs. Baykeeper records a discount representing the difference
between the future cash flows promised by the defendant or donor and the estimated present
value of the expected future cash flows. Baykeeper accretes the discount, using the interest
method and based on actual collections, to intetest and contributions, respectively.

Allowance for uncollectible receivables ,

Baykeeper uses the allowance method to estimate any uncollectible receivables. Under this
method, Baykeeper reviews all receivables, and estimates an allowance, based on aging, debtor
history and other information. When Baykeeper exhausts all attempts to collect specific receiva-
bles or the debtor discharges the receivable in bankruptcy, Baykeeper writes off the receivable
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 2 — Summary of significant accounting policies (continued)

against the estimated allowance. As of June 30, 2016 and 2015, the management of Baykeeper
estimated that any allowance for uncollectible receivables was immaterial.

Property and equipment

Property and equipment consist of furniture, office, computet, boat and laboratory equipment
and leasehold improvements. Baykeeper records property and equipment at cost ot initially at
fair value for contributed items. Baykeeper bases the initial fair value of conttibuted property
and equipment on comparable sales of identical or similar items in markets available to Baykeep-
er, which is a Level 2 (market) input. Baykeeper expenses property and equipment with a cost or
fair value under $500 and the costs of maintenance and tepaits that do not imptove ot extend
the lives of the property and equipment. Baykeeper computes depreciation using the straight-line -
method over the estimated useful lives of the property and equipment of five years or the short-
er remaining lease term for leasehold improvements.

Prepaid expenses — Litigation

Baykeeper contracts with various a&omeys, under Attorney Retention and Co-Counseling or
similar Agreements (Retainer), to assist Baykeeper to compel governmental agencies and corpo-
rations to comply with vatious laws and regulations that protect the health of San Francisco Bay
and its habitats (Litigation). Generally, contracted Litigation attorneys wotk on a contingency fee
basts; 1e., the contracted Litigation attorneys only receive legal fees based on successful Litiga-
tion resulting in a settlement or Court ruling that includes payments for legal fees.

When represented by outside counsel on a contingency fee basis, Baykeeper agtees to be respon-
sible for expert, consultant and other Litigation costs that are necessary to carty out the Litiga-
tion. '

Baykeeper may pursue Litigation internally, without contracting with outside counsel. Under
those circumstances, Baykeeper capitalizes all direct costs of Litigation, except staff salaries.
Baykeeper expenses capitalized Litigation costs upon resolution of the case and records any re-
lated recovery as revenue.

Successful Litigation against governmental agencies and corporations (Defendant) under federal
and state environmental laws usually results in Settlement Agreements, Consent Dectees ot simi-
lar arrangements (Settlement). Settlements generally requite the Defendant to take corrective ac-
tions at theit own expense; perfotm or contribute to an envitonmental mitigation project (not
conducted by Baykeeper); and reimburse Baykeeper for the direct costs of bringing the Litiga-
tion, including legal fees (internal and external). Baykeeper records revenue for Settlement funds
received that reimburse Baykeeper for the direct costs of bringing the Litigation.



Baykeeper
Notes to Financial Statements
June 30, 2016

Note 2 ~ Summary of significant accounting policies (continued)

In addition, Defendants generally agree to provide funds to enable Baykeepet to monitor com-
pliance by the Defendant with the Settlement (Compliance). Compliance awatds tepresent a ne-
gotiated estimate by Baykeeper and the Defendant of any remaining Litigation and Settlement
costs and the future costs Baykeeper will incut to monitor Compliance. When Compliance mon-
itoring by Baykeeper is optional, Baykeeper recognizes tevenue from Compliance awards imme-
diately. When Compliance monitoring by Baykeeper is requited, in addition to recognizing reve-
nue from Compliance awards immediately, Baykeeper recognizes a liability equal to the estimat-
ed future costs Baykeeper will incur to monitor Compliance.

Advances — Litigation

One nonprofit organization advances Baykeeper amounts to putsue and pay some costs of cer-
tain Litigation. Outstanding advances do not bear interest and thete is no fixed maturity date.
Upon successful Litigation resulting in an award to Baykeepet that covers its costs of Litigation,
Baykeeper will repay the nonprofit organization. If Litigation is unsuccessful ot does not result
in an award that covers the costs of Litigation, then the nonprofit organization will forgive un-
paid advances. The management of Baykeepet believes that it is at least possible that it will suc-
ceed with Litigation. Accordingly, Baykeeper treats the outstanding advances as a loan until Liti-
gation partially funded by the nonprofit organization proves to be unsuccessful or will not result
in an award that covers the costs of Litigation, at which time; Baykeeper will teclassify the out-
standing advances as contribution suppott.

Net assets

Net assets include cumulative unrestricted, temporatily testricted and permanently restricted net
assets, net of cumulative expenses. Unrestricted net assets consist of revenue and suppott not
restricted to a particular purpose or time by the donor, net of expenses. Temporatily restricted
net assets consist of support restricted by the donot to a particulat putpose ot time. Tempotatily
restricted net assets become unrestricted net assets when Baykeeper meets the donot putpose ot
time restriction. Permanently restricted net assets consist of suppott restricted by the donor for
Baykeeper to hold permanently, allowing for use of only the tevenue generated by investing the
suppott. As of June 30, 2016 and 2015, Baykeeper held no petmanently restricted net assets.

Contributed setvices
Attorneys, paralegals and others contribute substantial professional setvices to Baykeepet.

~ Baykeeper determines the fair value of attorney fees by following judicial precedent to compate a
proposed rate with the prevailing rate in the region for similar work petformed by attorneys of
comparable skill, expetience and reputation, considering the novelty and complexity of the is-
sues. In addition, Baykeeper uses the "Laffey Matrix" as a guide for calculating attorney rates.
The D.C. Circuit Court approved the Laffey Matrix to provide objective guidance in assessing
appropriate hourly rates depending on attorney expetience. Baykeeper adjusts the Laffey Matrix
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 2 — Summary of significant accounting policies (continued)

by straight-lining annually the multi-year step increases and by the regional difference between
attotney rates in the Washington, DC and San Francisco metropolitan areas. Finally, Baykeeper
compares rates of other San Francisco attorneys who specialize in envitonmental litigation. The
U.S. District Coutrt for the Northern District of California, in Baykeeper v. West Bay Sanitary Dis-
#rzer 2011 U.S. Dist. LEXIS 138093, upheld this process and approved the rates of Baykeeper
staff attorneys and outside counsel. Baykeeper records contributed professional services, includ-
ing contingent fees, at fair value. This process involves principally Level 2 (market) inputs.
Baykeepet bases the fair value of non-legal professional setvices on the cost of similar services
from comparable purchases, which is a Level 3 (cost) input. Baykeeper only reports contribu-
tions of in-kind professional setvices when Baykeeper needs expertise ot education not available
to Baykeeper and Baykeeper would have paid for the professional services if donots had not
contributed them.

In addition, Baykeeper reclassifies contributed legal setvices to program service revenue and paid
legal setvices when Settlement funds pay contracted Litigation attorneys’ contingent legal fees

(Note 8).

Allocation of functional expenses
Baykeeper summarizes the costs of providing its program and supporting services on a function-

al basis. Accordingly, Baykeeper allocates certain indirect costs between program and support
setvices based on annual estimates of time and usage.

Income taxes

In letters to Baykeeper, the Internal Revenue Service (IRS) and California Franchise Tax Board
(FIB) stated that Baykeeper is exempt from federal income tax under Section 501(c)(3) of the
Intetnal Revenue Code (IRC) and from California bank and corporation taxes under Section
23701(d) of the California Revenue and Taxation Code, tespectively. In addition, Baykeeper
qualifies for the charitable contribution deduction undet IRC Section 170(b)(1)(A) and has been
classified as a publicly supported organization as described in IRC Section 509(a)(1). According-
ly, donots are entitled to the maximum charitable contribution deduction allowed by law.

The management of Baykeeper believes that no activities of Baykeeper jeopardized its exemp-
tion ftom income taxes, classification as a “public charity” ot subjected it to unrelated business
income ot excise taxes. Accordingly, Baykeeper did not provide for income taxes.

The management of Baykeeper considers certain tax positions taken by Baykeeper. A tax posi-

tion is a position taken in a previously filed tax return or a position the management of Baykeep-

er expects to take in a future tax return that figures in measuring cutrent or deferred income tax

assets and liabilities for interim or annual periods. A tax position can result in a permanent re-
" duction in income taxes payable, a deferral of income taxes otherwise currently payable to future
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 2 - Summary of significant accounting policies (continued)

years or a change in the expected realizability of deferred tax assets. A tax position also encom-
passes, but is not limited to a decision to classify a transaction, entity or other position in a tax
return as tax exempt and the status of an entity, including its status as a pass-through or tax-
exempt entity.

Baykeeper files tax returns with the IRS and FIB. As of June 30, 2016, open tax periods subject
to future examination by taxing authorities cover petiods from July 1, 2012 through June 30,
2016.

Risks and concentrations

Cash and cash equivalents held by the commercial bank exceeded federal deposit insurance lim-
its at vatious times during the years ended June 30, 2016 and 2015.

Investments are subject to credit and market risks. Credit risk is the probability that parties hold-
ing ot suppotting an investment will default or otherwise fail to perform. Market risk is the in-
herent change in the value of an investment due to changes in conditions.

As of June 30, 2016 and 2015, the PIF held by the community foundation totaled 97% and
100% of total investments, respectively.

Duting the year ended June 30, 2016, in-kind services received from one law firm totaled 58% of
gross in-kind support and 11% of total expenses.

Duting the year ended June 30, 2015, in-kind services received from one law firm totaled 68% of
gross in-kind support and 12% of total expenses.

Use of estimates

The ptepatation of financial statements in conformity with US-GAAP requires the management
of Baykeeper to make estimates and assumptions that affect the amounts reported. Actual results
could differ from those estimated.

Subsequent events

The management of Baykeeper has evaluated subsequent events through February 3, 2017, the
date these financial statements were available for issuance.
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 3 — Investments

As of June 30, 2016 and 2015, investments totaled as follows:

2016 2015
Cost _
Cash $ 4,409 $ -
Contract value
PIFs 192,833 195,823
Total investments $197.242 $195.823
During the years ended June 30, 2016 and 2015, net investment income totaled as follows:
2016 2015
Dividends and interest $3,378 $3,504
Realized gain - 234
Unrealized (depreciation) appreciation ( 3.897) (__73%
Net investment income ¢ 519 $3.005

In addition, during the years ended June 30, 2016 and 2015, Baykeeper incurted custodial and
administrative fees on its investments in PIFs, totaling $1,537, and $1,497, respectively, and in-
cluded those amounts with operating expenses.

Note 4 — Receivables

As of June 30, 2016 and 2015, receivables totaled as follows:

2016 2015
AER Electronics, Inc. $ - $ 1,500
B2 Auto Dismantler — 14,000
City of Burlingame 5,000 10,000
Cole Brothers Auto Wrecking ‘ - 4,000
Eco Box 16,000 -
The Giles W. and Elise G. Mead Foundation - 20,000
Hanson Marine Operations, Inc. 450,000 -
Levi's - 5,000
Levin Enterprises, Inc. and Levin-Richmond Terminal Corporation 15,000 22.500
Marin Sanitary Service - 42,250
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Baykeeper
Notes to Financial Statements
June 30, 2016

Note 4 — Receivables (continued)

Marine Express, Inc. : - 2,000
Pacific Rim Recycling 2,000 4,000
San Rafael Rock Quarry ' 4,000 -
Shamtock Materials, Inc. 6,750 -
S.0.S. Steel Company, Inc. - 2,000
City of Sunnyvale - 4,000
Syar Industties, Inc. 4,000 6,000
Wine & Spitits Magazine 14,200 12,793
Vatious, less than 10% each - 804
Receivables, gross 516,950 150,847
Less discount on teceivables 734 1,280
Receivables, net 516,216 149,567
Settlements recetvable — Long-term , 20,266 24,720
Receivables — Current $495,950 $124,847

Receivables due duting the yeats ending June 30, 2017, 2018 and 2019, total $495,950, $13,500
and $7,500, respectively.

Note 5 — Property and equipment

As of June 30, 2016 and 2015, property and equipment totaled as follows:

2016 2015
Furnitute $ 8,092 $ 7,403
Office equipment 5,636 4,262
Computer equipment 29,762 28,246
Boat and laboratory equipment 118,625 118,625
Leasehold improvements - 5,860 5,860
Property and equipment, at cost ' 167,975 164,396.
Less accumulated depreciation . 158,051 151,480
Property and equipment, net $ 9924 § 12916

14



Baykeeper

Notes to Financial Statements

June 30, 2016

Note 6 — Temporarily restricted net assets

Duting the year ended June 30, 2016, temporarily restricted net assets reconciled as follows:

Activity Beginning Additions Releases
Data and legal capacity building $ 15,000 $ - $15,000
Dolphin Club Piet/Building 120,416 5,854 58
Sacramento River Project - -
San Francisco Bay Shoreline mapping — 5,000
San Francisco Bay Shoreline Project — 4,339
Telephone equipment — 1,900
Totals 2 5,85 $26,297

Ending
$ _
126,212

50,000

50,756

$226,968

During the year ended June 30, 2015, temporanly restricted net assets reconciled as follows:

Activity Beginning

Data and legal capacity building $

Dolphin Club Pier/Building 103,120

Sacramento River Project
San Francisco Bay Shoteline mapping

San Francisco Bay Shoreline Project 100,000

Telephone equipment

Totals 25

Note 7 — Endowment funds

Additions Releases Ending
$15,000 $ — $ 15,000
17,296 — 120,416

— - 50,000

5,000 - 5,000

— 44 905 55,095

1,900 — 1,900
$39,196 $44.905 $247.411

Baykeeper follows Financial Accounting Standards Board (FASB) Accounting Standards Codifi-
cation (ASC) 958-205, “Endowments of Not-for-Profit Organizations: Net Asset Classification
of Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional
Funds Act (UPMIFA) and Enhanced Disclosutes for All Endowment Funds” and the related
state of California version of the UPMIFA (CA-UPMIFA).

Endowment funds subject to FASB ASC 958-205 include all the endowment funds described
below. As of June 30, 2016 and 2015, no endowment funds are subject to the CA-UPMIFA.

The endowment funds of Baykeeper consist of an individual fund held by a community founda-
tion. The endowment funds of Baykeeper include only funds designated by the Boatd of



Baykeeper
Notes to Financial Statements
June 30, 2016

Note 7 — Endowment funds (continued)
Ditectots to function as endowments. Baykeeper classifies and records net assets associated with
endowment funds, including funds designated by the Boatrd of Directors to function as endow-
ments, based on the existence or absence of donor-imposed restrictions.

As of June 30, 2016, endowment funds totaled as follows:

Temporarily Permanently
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Untestricted testricted testricted Totals
Board designated $192,833 $— $— $192.833
During the year ended June 30, 2016, endowment funds reconciled as follows:
Temporarily Permanently
Untestticted testticted testricted Totals
Beginning of year $195,823 $— $— $195,823
Dividends and interest 2,287 - - 2,287
Realized gain - - - -
Unrealized depreciation ( 3,740) - - ( 3,740)
Investment management and
administrative fees ( 1,537) — - ( 1,537)
Appropriations for expenditure ( -) i — ( —)
End of year 192,8 3 = $192,833
As of June 30, 2015, endowment funds totaled as follows:
Temporarily Permanently
7 Unrestticted restricted testticted Totals
Board designated $195,823 ' - $- $195.823
Duting the year ended June 30, 2015, endowment funds reconciled as follows:
Temporarily Permanently
Untestricted testricted testricted Totals
Beginning of year $295,236 $—- SRS $295,236
Dividends and interest 2,818 - — 2,818
Realized gain - - - -
Unrealized depreciation ( 734) — - ( 734)
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Note 7 — Endowment funds (continued)

Investment management and

administrative fees ( 1,497) — - ( 1,497)
Appropuations for expenditure (_100,000) = - (_100,000)

End of yeatr $195,823 - $— 195,823

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

Because Baykeeper invests all endowment assets with a community foundation, Baykeeper has
adopted the investment policy of the community foundation. Actual returns in any given yeat
may vary from expected returns under the investment policy of the community foundation.

Because Baykeeper invests all endowment assets with a comniunity foundation, Baykeeper has
adopted the spending policy of the community foundation. This is consistent with the objective
to maintain the putchasing 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.

In addition, the endowment assets held by the community foundation are subject to the “Spend-
ing Rule” of the community foundation.

Untestticted (board designated) endowment funds are subject to redesignation at any time, in-
cluding tedesignation as other than endowment funds.

Note 8 — In-kind contributions and tecoveries

During the yeats ended June 30, 2016 and 2015, in-kind contributions, net of recoveties (includ-
ing ptiot years) from Settlements (Note 2), reconcile as follows:

2016 2015

Conttibuted services

Attorneys $141,631 $211,625

Othets ) 56,076 36,271
Contributed goods

Fundtaising events 45,736 34,103
Outside attotney fee recoveries ( -) (_907,844)
In-kind contributions, net $ 243,443 (§625,845)
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Note 9 — Retirement plan

Baykeeper sponsors a defined conttibution salary defertal plan under IRC section 401 (k) for its
eligible employees. Eligible employees may contribute up to 100% of their eligible salaty to the
plan, subject to limits imposed under the IRC. The plan allows, but does not require, Baykeepet
to contribute. Except for a certain executive officer, duting the yeats ended June 30, 2016 and
2015, Baykeeper contributed to eligible employees, based on 5% and 5% of their eligible com-
pensation, respectively, amounts totaling $31,422, and $46,356, respectively. Duting the yeat
ending June 30, 2017, Baykeeper will contribute 5% to all eligible employees.

Note 10 ~ Commitments and contingencies

Baykeeper leases office space in Oakland under an opetating lease that expires March 31, 2020.
The lease contains an automatic fixed amount escalation clause and Baykeeper must pay its share
of additional building operating expenses and taxes, as defined. Future minimum office space
lease payments for the yeat ending June 30, total as follows:

2017 $63,495
2018 65,400
2019 67,362
2020 51,395

During the years ended June 30, 2016 and 2015, office space tent expense totaled $62,810 and
$60,389, respectively.
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