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STEVEN J, LEVINE, CPA _—
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149 MADISON AVENUE - 11t FOOR
NEW YORK, NEW YORK 10016
(800) 269-3457 (NYC)

INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Avaaz Foundation, Inc.

We have audited the accompanying financial statements of Avaaz Foundation, Inc. {the "Organization™}, which comprise the
statements of financial position as of December 31, 2016 and 2015, and the related statements of activities, functicnal
expenses and cash flows for the years then ended, and the refated 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 principtes generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our 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 {0 obtain audit evidence ahbout 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
misstaterment 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 fo
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an epinion con the
effectivenass 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 wel! 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 Avaaz
Foundation, Inc. as of December 31, 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.

%, gwne LW@Q Ll

Lederer, Levine & Associates, LLC

Lyndhurst, NJ
October 17, 2017



AVAAZ FOUNDATION
STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2016 AND 2015

2016 _ 2015
ASSETS
Cash and cash equivalents (Notes B, J and [} $ 8,493,178 $ 8,736,399
Contributions receivable {Notes B and C) 375,492 80,188
Accounts receivable and other 61,085 107,497
Prepaid expenses 124,894 128,143
Equipment, net (Notes B and D) 149,361 179,896
Other assets (Note E)} 31,583 59,142
TOTAL ASSETS $_ 9235573 $ 9,281,235
LIABILITIES
Accounts and accrued expenses payable $ 483,991 b 868,559
Grants payable (Notes B and F) 563,000 350,000
Deferred rent {(Note 1) 88,825 35,037
TOTAL LIABILITIES 1,135,816 1,253,596
COMMITMENTS AND CONTINGENCIES (NOTE I)
NET ASSETS
Unrestricted 8,099,757 8,037,639
TOTAL NET ASSETS 8,099,757 8,037,639
TOTAL LIABILITIES AND NET ASSETS $ 9235573 $ 9,291,235

The accompanying notes are an integral part of these financial statements.
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AVAAZ FOUNDATION
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets 5 62,118 3 447,430
Adjustments {o reconcile change in net assets to
net cash (used) provided by operating activities:
Depreciation and amortization 85,830 83,079
Loss on disposition of equipment ) 3,771
Changes in operating assets and liabilities:
(Increase) decrease in assets:
Contributions receivable (295,304) 86,490
Accounts receivable and other 46,432 (77,592)
Prepaid expenses 3,249 (7,252)
Other assets 27,529 1,403
{Decrease} increase in liabilities:
Accounts and accrued expenses payable (384,568) 381,302
Grants payable 213,000 350,000
Deferred rent 53,788 35,037
Net Cash (Used) Provided by Operating Activities {184,155) 1,299,897
CASH FLOWS FROM INVESTING ACTIVITIES:
Equipment acquisitions (59,066} (118,808)
Net Cash Used by Investing Activities (59,068} (118,808)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (243,221) 1,181,089
Cash and cash equivalents - beginning of year 8,736,399 7,555,310
CASH AND CASH EQUIVALENTS - END OF YEAR % 8,493,178 $ 8,736,399
Supplementary Disclosure of Cash Flow Information:
Cash Paid during the year for interest $ -0- 3 ~)-

The accompanying notes are an integral part of these financial statements.

5.



AVAAZ FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

Note A - Organization and Nature of Activities

Avaaz Foundation (the “Organization) has a simple democratic mission: organize citizens of all nations to close the
gap between the world we have and the world most people everywhere want. The Avaaz Foundation community,
operating in 17 languages, takes action by signing petitions, funding media campaigns and direct actions, emailing,
calling and lobbying governments, and organizing “offline” protests and events — to ensure that the views of the
world's people inform the decisions that affect us all. Avaaz is a virfual organization with staff in over 20 countries
and an administrative headquarters in New York, NY USA. Avaaz is entirely funded by small, online donations from
its global membership.

Avaaz Foundation is a not-for profit organization incerporated in the state of Delaware and is exempt from income
taxes under Section 501{c)(4) of the Internal Revenue Code.

Note B - Summary of Significant Accounting Policies

Basis of Accounting

The Organization prepares its financial statements using the accrual basis of accounting. The Organization follows
accounting principles generally accepted in the United States of America ("US GAAP") which include certain
specialized requirements set forth in publications of the Financial Accounting Standards Board.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with an original maturity of three months or less to be cash
equivalents.

Contributions

Contributions are recognized when the donor makes a promise to give to the Organization that is, in substance,
unconditional. Contributions that are restricted by the donor are reported as increases in temporarily or permanently
restricted net assets depending on the nature of the restrictions. When a restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assets.

Estimates

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

Donated In-Kind Services and Costs

Contributions ofdonated non-cashassets are recordedattheirfairvaluesinthe pericdreceived. Contributionsofservices
are recognized if the services (a) create or enhance non-financial assets or {b) require specialized skills that are
provided by individuals possessing those skills and would typically need to be purchased if not provided by donations.
Equipment

Equipment is stated at cost, less accumulated depreciation and amortization. Depreciation and amertization are
provided for in amounts sufficient to relate the cost of depreciable assets on the straight line basis to operations over
their estimated useful lives. The Organization capitalizes equipment with a useful life of two years or more and cost
of $1,000 or more.

Functional Expenses

The breakdown of functional expenses into program services, management and general and fundraising and
development is provided by management using their best estimates as to the appropriate allocation.

Fair Value Measurements

Fair value measurements are based on the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.

-B-



AVAAZ FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
(Continued)

Note B -~ Summary of Significant Accounting Policies (continued)

Subsequent Events Evaluation by Management

Management has evaluated subsequent events for disclosure and/or recognition in the financial statements through
the date that the financial statements were avaitable to be issued, which date is Oclober 17, 2017.

Accounting for Uncertainty in Income Taxes

The Organization’s accounting policy is to record liabilities for uncertain tax positions when a liabiiity is probable and
estimable. Management is not aware of any viclation of its tax status as an organization exempt from incorne taxes,
nor of any exposure to unrelated business income tax.

Grants Expense

Grants expense is recognized in the period the grant is approved, provided the grant is not subject to significant
future conditions. Conditional grants are recognized as grant expense and as a grant payable in the period in which
the grantee meets the terms of the conditions.

Advertising and Campaign Publicity

Advertising and campaign publicity costs are expensed as incurred. Advertising and campaign publicity costs totaled
$255,914 and $660,856 for the years ended December 31, 2016 and 2015, respectively.

Reclassification

Certain reclassifications were made to the 2015 financial statements to conform with the presentation of the 2016
financial statements.

Note C — Contributions Receivable

Contributions receivable consist of the following as of December 31:

Unconditional promises to be collected in:

2016 2015
Less than one year $_375492 $___80.188
Note D -- Equipment
Equipment consisted of the following as of December 31:
2016 2015
Equipment $ 189,007 $ 297,748
Furniture and fixtures 98,048 59,327
287,055 357,075
Less: accumulated depreciation and amortization 137,694 177,178

$_149,361  $__170.896

Depreciation and amortization expense amounted to $85,830 and $83,079 for the years ended December 31,
2016 and 2015, respectively. During 2016 and 2015, respectively, the Organization disposed of $129,086 and
$137,909 of equipment.

Note E — Other Assets

Other assets consist of the following as of December 31:

2016 2015
Security deposils $___ 31583 $___ 59,112




AVAAZ FOUNDATION
NCTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015
{Continued)

Note F - Grant Payable

Grant payable consists of a grant payable as at December 31:

2016 2015
Payable in less than one year $__563,000 $__350,000
Note G - Contributions
Contributions consist of the following for the years ended December 31:
2016 2015
Total contributions $19,041,240 $24,725,137
Less; processing fees {890,203) (1,298.525)

$18.151.037  $23,426.612

A maijority of the contributions received are processed via the internet.

Note H - In-Kind Donations

In-kind donations consisted of the foilowing during the year ended December 31:

2016 2015
Legal fees $___55.440 $ 12,541

'Note | — Commitments and Contingencies

1a) The Organization leases real property for program and administrative purposes. In addition, the Organization
rents other facilities to conduct its programs on a temporary basis. Rental expense amounted to $714,310 and
$529,922 for the years ended December 31, 2016 and 2015, respectively. In June 2016, the Organization
entered into g lease agreement from October 2016 to November 2025 for their Manhattan, NYC headqguarters.

Future minimum annual rental commitments under non-cancelable lease obligations are as follows:;

For the year ended December 31, 2017 $ 376,741
2018 387,102
2018 397,747
2020 410,092
2021 423,847
Thereafter 1,829,272

The Organization recognizes rent expense on the straight line basis and the difference between rent expense
and rent paid is recorded as deferred rent.

1b) Inlieu of cash for a security deposit on the above mentioned new lease, the Organization’s landlord agreed to
accept an |rrevocable Standby Letter of Credit ("LOC”). in April 2015, the Organization and HSBC Bank USA
N.A., entered into an LOC in which $335,335 of the Organization’s HSBC bank account is pledged as
collateral.

2)  The Organization has a line of credit with a bank up to $250,000 related to credit card usage by various
employees. At December 31, 2016 and 2015, approximately $56,872 and $55,142, respectively, was
outstanding. The line of credit balances are included in accounts and accrued expenses payabie on the
statements of financial position.

-8-



AVAAZ FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016 AND 2015

(Continued)

Note J — Concentration of Credit Risk

The Organization maintains several bank accounts at two banks which are institutions insured by the Federal Deposit
insurance Corporation (FDIC) up to $250,000 per depositor. At December 31, 2016 and 2015, the uninsured cash
balances amounted to $2,071,839 and $3,134,552, respectively. The Organization maintains accounts in two banks
in Europe which are not insured. Management believes that credit risk related to these accounts to be minimal.

in addition, the Organization uses the services of a Payment Service Provider for its online donations. Balances that
are on deposit at this provider are not insured by the FDIC. The balance on deposit at December 31, 2016 and 2015
approximated $2,371,000 and $1,065,000, respectively. Management believes that credit risk related to these online
payment service accounts to be minimal.

Note K — Resource and Staff Sharing Agreements and Agency Aqreement

1} Avaaz Foundation has a resource and staff sharing agreement and a grant agreement with Res Publica (US)
Inc., an Organization recognized by the Internal Revenue Service as tax exempt under section 501(c)(3) of the
Internal Revenue Code, During the years ended December 31, 2016 and 2015, Avaaz Foundation made in-kind
contributions of $17,648 and $24 249, respectively, of various costs to Res Publica per their resource sharing
agreement.

2) Avaaz Foundation has a resource and staff sharing agreement and an agency agreement with Avaaz
Campaigns UK (ACUK), an organization registered as a private company, limited by guarantee in England and
Wales, United Kingdom.

In 2016, the following transactions took place between the two entities:
. Under the resource and staff sharing agreement:
Avaaz Foundation made in-kind contributions of $8,071 of various costs to ACUK.

Avaaz Foundation received $31,526 (22,186 GBP) from ACUK for use of Avaaz Foundation
campaigner staff time. The amount is included in the Organization’s 2016 Program Income on the
statement of activities.

. Under the agency agreement:

As fiscal agent to ACUK, Avaaz Foundation transferred $213,149 (150,056 GBP) from its accounts
to ACUK. These funds were raised on the Avaaz Foundation website (avaaz.org) on behalf of
ACUK,

In connection with the above transaction, ACUK paid $21,315 (15,006 GBP) to Avaaz Foundation as
an Agency Fee (10% of the funds transfer). The amount is included in the Organization’'s 2016
Program {ncome on the statement of activities.



