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Independent Auditor’s Report

Roard of Ducctors
The Friends of the Arava Institute, 1.td
Newton Centre, Massachusetis

Report on the Financial Statemenis

1 have audiied the accompanyving financial statements of The Friends of the Arava Institute, Lid.,
(FAl a nonprofit organization}, which comprise the statement of financial position as of December 31, 2017, and

the related statemnents of activities, cash flows and functional expenses for the year then ¢nded. and the related
ncites to the financial statements,

Management's Responsibility for the Financial Statements

Managementi is responsible for the preparation and fair presentation of these financial statements in accordance
wilh accounting principics gencrally accepted in the United States of America; this includes the design,
implementation, and maintenance of intemal control relevant to the preparation and fair presentation of financial
statements that are tree from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. 1 conducted my andit
in accordance with auditing standards generally accepted in the United States of America. Those standards

require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements
are [ree of materiatl misstatement.

An audi involves pedforming 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. [n making those risk
assessments, the auditor considers internal centrol relevant to the entity’s preparation and {air presentation of the
financial statemnents in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on thc effectivencss of the entity®s internal controt. Accordingly, T express na
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the

reasonahleness of significant accounting estimates made by managemens, as well as evaluating the overall
presentation of the financial statements.

{ believe that the audit evidence T have obtained is sufficient and appropriate to provide a basis for my audit
opinion.



Upinion
En my opinion. the financial statements referred to above present fairly, in all material respects, the financial

positior of The Friends of the Arava Institute, Ltd., as of December 31, 2017, and the changes in tts net assets

and its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Prigr Period Financial Statements

The financial statements of The Friends of the Arava Tnstilute, Ltd., as of December 31, 2016, were audited by
other auditors whose veport dated October 26, 2017, expressed an unqualified opinion on those statemenis.

Repos on Supplementary Information

My audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
statements of functional expenses for the years ended December 31, 2017 and 2016, is presented for the purposes
of additional analysis and is not a required part of the financial statements. Such information is the responsibility
ol nmanagement and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements or to
(he financial statements themsclves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In my opinion, the information is fairly stated in all material
respects i relation 10 the 2017 financial statements as a whole. The 2016 summarized comparative information
in the schedule of functional expenses was subjected to auditing procedures applied in the audit of the 2016 basic
tinancial statements by other auditors, whose report on such information stated that it was fairly stated in all
material respects in relation to the 2016 financial statetvents as a whole.

Sharon, Massachusetts %\ Q*
October 3. 2018



THE FRIENDS OF TIIE ARAVA INSTITUTE, LTD
STATEMENTS OF FINANCIAL POSITION

-- DECEMBER 31,2017 AND 2016

- ASSETS! 2017 2016

Cash and cash equivalents (Note 1) 3 2,539,952 5 719,124

Contributions receivable (Note 1) 106,676 184 932

- Cash savings for operations (Note 1) 250,816 230,665

Prcpaid and other expenses 8,656 11,533

Properly and eguipment, net {(Notes | and 4} 2,417 3,447

- Security deposit 7.380 4,775

Beneficial |nterest in Assets held by Trustee (Notes |, § and 6) 741,724 676,000

TOTAL ASSETS 3 3,657,631 $ 1,850,446
LIABILITIES:

Accounts payable and acerued expenses 194,527 S 209,275

Cirants payable 185,047 -

Due to AIES for tuition (Note 12) 49,567 61,569

Deferred revenue (Note. 1) 56,507 330460

- TOTAL LIABILITIES 485,648 303,904
NET ASSETS:

Uinrestricted (Note ) 247,335 $52,542

Temporarily restricted (Notes | and 10) 2,182,924 218,000

Permanendy restneted (Notes 1, 5 and 10) 741,724 676,000

TOTAL NET ASSETS 3.171,985 1,546,342

TOTAL LIABILITIES AND NET ASSETS § 3,657,631 S i.850,446

The accompanying notes are an integral part of these financial statemerts.
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THE FRIENDS (F THE ARAVA INSTTTUTE. LT
STATEMENTS GF ACTIVITIES

YEARS ENDED DECEMBER 21, 2017 AND 2016

CHANGES IN UNRESTRICTED NET ASSETS:

REVENUE AND SUPPORT: 2017 2016
Conlributions h 456.822 (64,708
Foundations 10,500 1035.895
Other income 83.530 6,568
Rental income 11,000 -
[nrceest incoe 523 302

562,377 777,473

Speciat event tevenue 014,799 977,912

less: cost of event 663,799 572,111
249.000 445,801

TOTAL UNRESTRICTED REVENUE AND S1J i‘NJR’f 811,377 1,183.274
Net assets relensed from vestricted acoounts 224124 186 000
TOTAL UNRESTRICTIZD REVENUE AND OTHER SUPPORT 1,035,501 1,369.274

EXPENSES:

Program scrviccs. 1,045,542 730.084

Fundraising 2¢1,7T08 205,470

Administrative and generat 189,457 231,467
TOTAL FUNCTIONAL EXPENSES 1,440,708 1,176,021
{DECRUEASE INCREASE IN UNRESTRICTED NET ASSETS (405.207) 193.253

CHANGES IN TEMPORARILY RESTRICTED NET ASSETS:

Contriburions 2,189,048 182,000

WNet ussets released from restrictions {224,124) {186,000)
TNCREASE (DECREASE) IN TEMPORARILY RESTRICTED NET ASSETS 1,964,924 (4,000)

CHANGES IN PERMANENTLY RESTRICTED NET ASSETS.:

Unreatized gains 65,724 16600
MCREASE TN PERMANENTLY RESTRICTED NET ASSETS 65,724 76,000
INCREASE IN NET ASSETS 1,625.441 265,253
NET ASSETS, beginnmg of year 1.546,542 1,281,280
NET ASSETS, end ol year $ 3,171,483 £,546,542

The accompanying noles are an integral past of these financial statemens.
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THE FRIENDS OF THE ARAVA INSTITUTE, LTD
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2017 AND 2016

CABH FLOWS ¥ROM OPERATING ACTIVITIES: 2017 201¢
hicrease in nerassets § 1,625,441 b 265,253
Adjustments Lo reconcile increase in het assets {0 nct cash

provided by operating activitics:
Depreciation expense 1,000 1,758
Unrealized gain on investments (65,724) {76,000}
Decrease (increase)} in contributions roeeivable 78,256 {59,935}
Decrease (increase) in prepaid expenses 2,877 (11,533)
Increase in security deposit (2,615) (560)
Decrease in accounts payable and accrued expenscs (14.748) (4t,555)
Increase in grants payable 185,047 -
Decrease in due o AIES for wition {12,002} -
hicrease {docrease) in deferred revenuc 23,447 {1,122}
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,820,979 76,366

CASII FLOWS PROVIDED (USED) BY INVESTING ACTIVITIES:

Savings for operations (151 499 720
NET CASH PROVIDED (UJSED) BY INVESTING ACTIVITIES (151) 499,729
INCREASE IN CASH 1,820,828 576,095
CASH AND CASH EQUIVALENTS, beginning of year 719,124 143,029
CASIT AND CASH EQUIVALENTS, end of year S 2,539,952 b 719,124

Additivnal information;
The Organization incurred and paid no interest or taxes during the years ended June 30, 2017 and 2016.

The accompanying notes ace an integral part of these financial statements,
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THE FRIEN{S OF T1IE ARAYA INSTITUTE, LTD
STATEMENTS OF FUNCTIONAL EXPENSES

YEAR TNDED DRCEMBER 31, 2017, WiTH COMPARATIVE TOTALS FOR THE YEAR ENDED DUFCEMBER 31, 2016

207 2016
Prograrm Administrative
Services Fundraizing and General Total Tolul
EXPENSES;

Advertising and promotion 3 1,446 5 644 b 624 $ 2.7H4 $ 48.770
Conlerences, conveniions and mestings 30,20 14,179 12.633 57,022 -
Consulting - - - - 141,539
Depreciation cxpense 533 237 230 1.000 1,758
Fundraising event cxpenses - - - - 13,940
Grams - AIES 311,349 - - 301,349 55,706
(iranls = Flazon 144,243 - - 144,243 170,023
(irants - Econct 187.500 - - 187,500 -
Inloemation technology 8510 3,789 3,671 15,970 18,859
insurange . - 2,604 2.604 2543
Misucetlancous 1,252 1,535 2.664 5.455 -
Qceupancy 31,736 14,130 13.691 59,557 45,342
Office expenses 14,943 6,653 1.286 28,382 £S5, 777
Persannel - salaries and wages 227,029 101,08p 97,940 426 0149 446,775
- payroll taxes and benefits 7914 12,428 12,042 52,334 58,921
Prolessional jaes 2,223 1.302 28,744 J2.469 1§.255
Tuxcs and fees - - 2238 2238 2,559
I'rave| T.654 45 527 5,090 121,271 142,124
TOTAL EXPENSES $  1,049.343 b 241,708 5 185,457 Y 1440708 3 1,176,02]

The accompanying notes ace an inteeral part of these (inanceal statcments.
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THE FRIENDS OF THE ARAVA INSTITUTE, LTD.
NOTES 1O FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Aclivities:

The Fricads of the Arava Institue, Ltd., (the “Organization”), is a not-for-profit corporation exempt from
Federal income taxes under Section 501(¢)(3) of the Intemal Revenue Code. F ormerly known as Machon Ha
Arava North America, Ltd., the Organization legaliv changed its name in 2007, The Organization’s goal is to
provide scholarship and general support to the Arava Institute for Environmental Studics located on Kibbutz
Ketura, Israel and is supporicd primarily through donor contributions, grants, and special events.

Basis of Accounting and Use of Estimates:.

The financial statements are prepared under the accrual basis of accounting., The accrual basis of
aceaunting records revenue in the period in which it is earned and records expenses in the period in which they
are incurred.  The preparation of financial statements in conformity with generally accepted accounting
principles requires management. to make esiimates and assumptions that affect certain reported amounts and
disclosures. Accordiagly, actual results may vary from those estimates,

Cash and Cash Equivalents:

For the purposes of the statements of cash flows, the Organization considers all unrestricted i ghiy liquid
investments with an initial maturity of three months or less ta be cash equivalents. The balances in the accounts
may exceed the Federally-insured limits from time to time.

Contributed Serviees:

The Organization receives a substantial amount of services donated by unpaid volunteer officers and
committees for the purposes of carrying out its functions. The value of this contributed time is not rcflected in
the accompanying financial statements since the donated time does not meet the criteria for recognition.

Restricted and Unrestricted Revenue:

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions.

Property and Equipment:

Property and equipment is carried at cost or, il donated, al {air value at the date of donation. Major items
and betterments over $1,000 are capitalized; minor items and repairs arc expensed as incurred. Depreciation ts
caleulated on the straight-line basis over the estimated usefu] lives of the respective assets,

Deferrcd Revenuc:

Deferred revenue results from recognizing special event registration fees in the period in which the

rolated special event is performed. Accordingly, special event registration fees reccived for the subsequent year
are deferred until the instruction commences.



Advertising Costs:

Advertising costs incurred in the production and printing of the Organtzation’s literature are charged to
expense as incurred.

Revenue Recognition:

Contributions are recognized when the funds are received or, in the case of pledges, when the doner
makes an unconditional promise to give to The Friends of the Arava Institute, Ltd.

Basis ol Presentation:

The Organization reports information regarding its financial position and activities according to three
classes of net assets that arc based upon the existence of absence of restrictions on use thai arc placed by s
donors: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets.,

Unrestricted net assets are resources available to support operations. Temporarily restricted net assets are
resources that are restricted by a dotor for use for a particular purpose or in a particular future period. The
Organization’s unspent contributions are reported in this class if the donor limited their use, as are promiscd
contributions that are not yet due. When a donor’s restriction is satisfied, either by using the resources in the
manner specified by the denor or by the passage of time, the expiration of the restriction is ieported in the
financial statements by reclassifying the net asscls from temporarily restricted 1o unrestricted net assets in the
Statement of Activities as nct assets released from restrictions. Permanently restricted nel assets are resources
whose usc is limited by donor-imposed restrictions that ncither expire by being used in accordance with a
donor’s restriction nor by the passage of time. The Organization is committed to maintaining in this net asset
class the beneficial interest in a perpetual charitable trust held by a bank as trustee.

2. FUNCTIONAL ALLOCATION OF EXPENSES

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

KN LEASE OBLIGATION

The Organization rents its premises for its office space located in Newton Centre, Massachusetts, under a
six-year lease commenced on May 1, 2017, Rent is payable in monthly installments, initially $2,455.25, with
annual escalator adjustments, Rent expense [or the year ended December 31, 2017, was $47.075.

Minimum annual obligations under this lease are as follows for years ended December 31:

2018 $ 43,631
2019 45,799
2020 47,425
2021 49,051
2022 50,677
2023 17,073

$ 253656

[n 2017, the Organization and an unrelated third party entered into a one-year sublcase of pant of its
facility for $1,000 per month.



4. PROPERTY AND EQUIPMENT

Property and equipment consists of the following at December 3 1:

2017 2016
Computers and equipment $ 12,575 § 12,575
Less: accumulated depreciation (10,158} (9.158)
Property and equipment, net 2417 £ 3417
bR BENEFICIAL INTEREST IN ASSETS HELD BY TRUSTEES

The Orpanization is the beneficiary of trust accounts held in perpetuity by a trustee with no financial
relationship and is entitled 10 a portion of the annual distributions. The Organization received $30,000 and
$31,342 of distributions from the trust during the years ended December 31, 2017 and 2016, respectively,
Distributions from this trust arc available for general use by the Organization, however, all funds received must
be used within the United States or its possessions,

6. FAIR VALUE MEASUREMENT

Fair value measurements are determinicd based on the assumptions, referred to as “Inputs”, that market
participants would use in pricing the asset or liability. Fair value standards require an entity to maximize the nse
of observable inputs (snch as appraisals or valuation techniques) to determine fair value. The Organization
reports its investments using the net asset value per share as determined by investment managers under the so-
called “practical expedient.” The practical expedient ailows net asset value per share to represent fair value for
reporting purposes when the criteria for using this method are met. Fair value standards alse require the
Organization to classify these financial instruments into a three-level hierarchy, based on the priority of inputs to
the valuation technique or in accordance with the net asset value practical expedient rules which allow for either
a Level 2 or Level 3 classification depending on tock up and notice periods associated with the underlying funds.
Instruments mcasured and reported at fair vatue are classified and disclosed in one of the following categories:

Level 1 — Quoted prices are available in active markets for identical instruments as of the reporting date.

Instruments which are generally included in this catcgory mclude listed equity and debt sccurities
publicly traded on a stock exchange.

level 2 — Pricing inputs are other than quoted prices in active markets, which are cither directly ar
directly observable as of the reporting date, and fair value is determined through the use of models or
other valuation methodologies, Level 2 also includes investments reported at net assel value per share
with Jock up periods of 90 days or less.

Level 3 — Pricing inputs are-unobservable for the instrument and jnclude situations where there is little, if
any, market activity for the instrument. The inputs into the determinalion of fair value requiro
significant management judgment or estimation. Level 3 also includes investments reported at net assel
value per share with lock up periods in excess of 90 days.



The following is a description of the vaiuation methadology used for assets measured at fair value. There
have heen no changes in the methodology used as of December 31, 2017 and 2016,

Beneficial Interest — valued at the closing price reported for similar assets in the markets that are not
active. '

The preceding method described may produce a fair value calculation that may not be indicative of net
reabizable value or reflective of fiture fair values. Furthermore, although the Organization belicves its valuation
method is appropriate, the use of different methodologics or assumptions to determine the fair value of certain
financial instruments could result in a different fair value measurement at the reporting date.

The financial instrument’s level within the fair value hierarchy is based on the towest level of any input
that is significant to the fair value measurement. The valuation levels are not necessarily an indication of the risk
or liquidity associated with the underlying assets and liabilities.

The following tables set forth, by level, the Orpanization’s investments at fair value, within the fair value
hicrarchy, as of December 31, 2017 and 2016:

Fair Value Measuremeants at Reporting Dale Using

Quoted Prices

in Aclive Significant
Markets for Other Significant
Identical Assets  Observable  Unobservable
(Level 1} loputs Inputs
Fair Value {Level 2) {Level 3) Total

December 31, 2017 .
Beneficial Interest $ 740724 . 3 741,724 - £ 741,724
December 31, 2616
Beneficial Interest §_676,000 - §_676,000 — = 3} 676000

All assets have been valued using a market approach, except for Level 3 assers, Level 3 assets are valued
using the income approach. Fair values for assels in Level 2 are calculated using quoted market prices for similar
assets in markets that are not active. Fair values for assets in Level 3 are calculated using assumptions about
discounted cash [low and other present value techniques, There were no changes in the valuation technigues
during the years ended December 31, 2017 and 2016.

Changes in Fair Vaiug Levels

The availability of observable market data is monitored to assess the appropriate classification of
financial instruments within the fair value hierarchy. Changes in economic conditions or modei-based valuation
techniques may require the transfer of financial instruments from one fair vaiue level to another. In such

instances, the transfer is reported at the béginning of the reporting period. For the years ended Deccmber 31,
2017 and 2016, there were no transfers inio or out of Levels 1,2 ar 3,

7. OTHER ORGANIZATIONAL ACTIVITIES

The Fricnds of the Arava Institute (FAI) has an agreement with a National Fundraising Organization to
provide direct support for the Arava Institute for Environmenta) Studies (AIES). This agreement provides that



FAI provide direct and indirect support to this organization to solicit donors who direct the contribution to the
AIES through this Organization. That organization makes distributions to the AIES. Certain charitable
foundations and other organizations elect to make direct donations to ATES in a similar manner. FAL provides
direct and indirect support to facilitate these donations.

3. RETIREMENT PLLAN

Effective April |, 2017, the Organization adapted a defined-contribution retirement plan under Section
405(b) of the Intemal Revenue Code covering all eligible employees. Employees may contribute a percentage of
their eligible gross wages to the plan. The Organization does not contribute to the plan.

9. CONCENTRATIONS OF CREDIT RISK AND MAJOR DONORS
Financial mstruments thal potentially subject the Organization to concentrations of credit risk consist
principally of cash and cash equivalents in financial institutions. The batances arc nsured by the Federal Deposit

fnsurance Corporation up to $250,000. The Ocganization, however, gemerally exceeds this insured maximum,
but does not deem the credit risk to be significant due to the nature and size of the institation.

tQ. RESTRICTIONS ON NET ASSETS

Temporarily restricted net assets are available a5 of December 31, 2017, for the following purposes:

Suppert designated for future periods $ 2,040,000
Student scholarships 81,376
Track [T Forum 2018 46,548
Solar powered desalinization technology 15.000

$ 2,182,924

Temporarily restricted net assets of $224,124 were released from restrictions for general operations
during the year ended December 31, 2017.

Permanently restricted net assets are available as of December 31, 2017, for the fotlowing purposes:

General Operations — Beneficial Interest in Assets
Held by Trustees § 741.724

$ 741,724

Permanently restricted net assets were increased by unrealized gains of $65,724 during the year cnded
December 31, 2017.

Temporarily restricted net assets were available as of December 3 1, 2016, for the following purposes:

Solar powered Desalinization Technology 15,000
Support Designated for Future Periad 203.000

‘Temporarily restricted net assets of $186,000 were released from restrictions for general operations
during the vear ended December 31, 2016.



Permanently restricted net assets were available as of December 31, 2016, for the following purposes:

General Operations — Beneficial nterest in Assets
Held by Trustees S 676,000
3 676000

Permanently restricted net assets were increased by unrealized gains of $76,000 during the year ended
December 31, 2016.

11, INCOME TAXES

The Friends of the Arava Institute, Ltd, is a not-for-profit organization exempt from Federal income
taxes under Internal Revenue Code Section S01(e)(3). The Organization’s Forms 990, Relurn of Organization
Txewmpt from Income Tax, are subject to examination by the Internal Revenue Service, generally for three years
after filing.. The Organization is also exempt from state taxes under applicable state iaws..

12. EVALUATION OF SUBSEQUENT EVENTS
The Crganization has evaluated subsequent events through Cctober 3, 2018, the date which the financial

statements were available to be issued. No events occurred during that time which require disclosure in these
financial sfatements,



