Fobtinred and %f'afzg% LA
%ﬂ{.&/?féa/ Foubte rcountants

Accounting and Auditing 222 Southeast Tenth Street Telephone: (954) 467-3100
Taxation and Consulting Fort Lauderdale, Florida 33316 Facsimile: (954) 467-2080

INDEPENDENT AUDITOR’'S REPORT

Board of Trustees
Fairchild Tropical Botanic Garden
Coral Gables, Florida

We have audited the accompanying financial statements of Fairchild Tropical Botanic Garden
(nonprofit organization), which comprise the statements of financial position as of October 31, 2017
and 2016, and the related statements of activities and cash flows for the 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 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 audits 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 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 Fairchild Tropical Botanic Garden, as of October 31, 2017 and 2016, 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.

ROBBINS AND MORONEY, P.A.
Certified Public Accountants

Robbing and Moroney, P.A.

Fort Lauderdale, Florida
May 7, 2018
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FAIRCHILD TROPICAL BOTANIC GARDEN
Statements of Financial Position
October 31, 2017 and 2016

2017 2016
Assets
Cash and Cash Equivalents $ 575788 $ 282,438
Contributions Receivable 4,275,335 5,065,376
Grants Receivable 705,167 629,174
Other Receivables 10,169 12,422
Prepaid Expenses 322,577 560,014
Inventory 286,000 279,743
Investments 21,761,258 19,261,800
Property and Equipment 19,245.939 _ 20,242,610
Total Assets $47.182.233 $46,333,577
Liabilities and Net Assets
Liabilities
Accounts Payable $ 421540 $ 349,668
Accrued Expenses 307,994 316,156
Deferred Revenue 218,627 241,079
Total Liabilities 948,161 906,903
Net Assets
Unrestricted
Designated 3,811,227 2,442 710
Other Unrestricted 18,429,574 18,847.476
Total Unrestricted 22,240,801 21,290,186
Temporarily Restricted 10,990,655 11,133,872
Permanently Restricted 13.002,616 _13,002.616
Total Net Assets 46,234,072 45,426,674
Total Liabilities and Net Assets $47.182,233 $46,333,577

The accompanying notes are an integral part of these financial statements.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Statement of Activities
For the Year Ended October 31, 2017

Temporarily Permanently

Unrestricted _Restricted Restricted Total
Revenues and Other Support
Contributions $ 685699 $§ 1,215403 $ $ 1,901,102
Grants 610,010 635,666 1,245,676
General Memberships 1,523,531 1,523,531
Admissions and Tours 732,161 732,161
Garden Shop, Net of
Cost of Sales of $371,382 206,957 206,957
Special Events, Net of $632,826
Related Expenses 468,777 62,900 531,677
Investment Return 2,506,338 287,040 2,793,378
Educational Program Fees 202,374 202,374
Facility Rentals 226,191 226,191
Other Income 179,940 179,940
Net Assets Released from Restrictions_ 2,344,226 (2,344,226)
Total Revenues and Other Support 9.686.204 (143,217) 9,542 987
Expenses
Program Services
Horticulture 2,627,022 2,627,022
Research 1,435,363 1,435,363
Education 1,959,990 1,959,990
Art Programs 125,336 125,336
Garden Shop and Visitor Services 971,813 971,813
Supporting Services
General and Administrative 723,789 723,789
Membership Services 508,326 508,326
Fundraising 383.950 383,950
Total Expenses 8,735,589 8.735,589
Change in Net Assets 950,615 (143,217) 807,398
Net Assets, Beginning of Year 21,290,186 11,133,872 13.002.616 _ 45.426.674
Net Assets, End of Year $ 22,240.801 $ 10990655 $ 13,002,616 $ 46,234,072

The accompanying notes are an integral part of these financial statements.
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FAIRCHILD TROPICAL BOTANIC GARDEN

Statement of Activities
For the Year Ended October 31, 2016

Temporarily Permanently

Revenues and Other Support

Contributions
Grants
General Memberships
Admissions and Tours
Garden Shop, Net of

Cost of Sales of $400,426
Plant Sales
Art Programs
Special Events, Net of

Related Expenses of $785,019

Investment Return
Educational Program Fees
Facility Rentals

Other Income

Net Assets Released from Restrictions

Total Revenues and Other Support

Expenses

Program Services
Horticulture
Research
Education
Art Programs

Garden Shop and Visitor Services

Supporting Services
General and Administrative
Membership Services
Fundraising

Total Expenses

Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

Unrestricted _Restricted Restricted Total
$ 598,206 $ 860,353 $ $ 1,458,559
313,003 677,757 990,760
1,591,864 1,591,864
869,437 869,437
223,982 223,982
60,701 60,701
56,903 56,903
342,596 14,850 357,446
526,744 43,763 570,507
211,632 211,632
336,975 336,975
193,903 193,903
2,843,199 (2,843,199)
8.169.145 (1.246,476) 6.922,669
2,661,980 2,661,980
1,453,698 1,453,698
2,154,049 2,154,049
37,333 37,333
1,114,014 1,114,014
1,020,726 1,020,726
511,979 511,979
465,959 465,959
9,419,738 9.419.738
(1,250,593)  (1,246,476) (2,497,069)
22,540,779 12,380,348 13,002,616 _ 47,923,743

$21,290,186 $ 11,133,872 $ 13,002,616 $ 45,426,674

The accompanying notes are an integral part of these financial statements.
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FAIRCHILD TROPICAL BOTANIC GARDEN

Statements of Cash Flows

For the Years Ended October 31, 2017 and 2016

Cash Flows from Operating Activities
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to
Net Cash from Operating Activities:
Bad Debts
Change in Discount on Contributions Receivables
Realized Gain on Investments
Unrealized (Gain) Loss on Investments
Depreciation
Changes in Assets and Liabilities:
Decrease in Contributions Receivable
(Increase) Decrease in Grants Receivable
Decrease in Other Receivable
Decrease (Increase) in Prepaid Expenses
Increase in Inventory
Increase in Accounts Payable
Decrease in Accrued Expenses
Decrease in Deferred Revenue
Net Cash Flows from Operating Activities

Cash Flows from Investing Activities
Proceeds from Sale of Investments
Purchase of Investments
Purchase of Property and Equipment
Net Cash Flows from Investing Activities
Net Change in Cash
Cash, Beginning of Year

Cash, End of Year

2017

2016

$ 807,398 $ (2,497,069)

147,354
(156,959)  (198,845)
(269,317)  (655,570)
(2,074,514) 462,601
1,137,375 1,121,944
947,000 770,000
(75,993) 315,211
2,253 74,630
237,437  (218,875)
(6,258) (8,357)
71,872 96,911
(8,163)  (446,288)
(22.452) (72,588)
589,679 _ (1.108.941)
5,955,756 24,529,231
(6,111,382) (23,313,230)
(140,703) __ (169,391)
(296.329) __ 1,046,610
293,350 (62,331)
282.438 344,769

$ 675788 $ 282438

The accompanying notes are an integral part of these financial statements.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

1. ORGANIZATION AND OPERATIONS

Fairchild Tropical Botanic Garden (“Fairchild”) is a not-for-profit corporation dedicated to
conservation and education. The institutional mission is to save tropical plant diversity
by exploring, explaining and conserving the world of tropical plants. Fundamental to this
task is inspiring a greater knowledge and love for plants and gardening so that all can
enjoy the beauty and bounty of the tropical world.

Opened to the public in 1938, Fairchild is Miami-Dade County’s oldest cultural institution
and is world famous for its tropical landscapes, plant collections, and conservation and
education programs.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting: The accompanying financial statements have been prepared on
the accrual basis of accounting. Using this method, revenues are recognized when
earned and expenses are recognized when incurred.

Date of Management’s Review: In preparing the financial statements, Fairchild has
evaluated events and transactions for potential recognition or disclosure through May 7,
2018, the date that the financial statements were issued.

Financial Statement Presentation: Net assets and revenues, gains, and losses are
classified based on the existence or absence of donor-imposed restrictions as follows:

Unrestricted - Includes amounts which have no external
restrictions and which are available for support of current
operations.

Temporarily Restricted - Includes amounts which have donor-
restrictions that can be fulfilled by the actions of Fairchild pursuant
to those restrictions or restrictions that expire by the passage of
time.

Permanently Restricted - Includes amounts that are subject to
restrictions of the gift instruments requiring that resources be
maintained permanently.

Contributions: Contributions are recorded as unrestricted, temporarily restricted, or
permanently restricted support depending on the existence and/or nature of any donor
restrictions. Time-restricted and purpose-restricted contributions are required to be
reported as temporarily restricted support. When a restriction expires (that is, when a
stipulated time restriction ends or a purpose restriction is accomplished), temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions. Support that is restricted
by the donor is reported as an increase in unrestricted net assets if the restriction
expires in the reporting period in which the support is recognized.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents: Cash and cash equivalents include cash in commercial or
retail banks and highly liquid investments with original maturity dates of less than three
months. Cash and cash equivalents held by investment banks are reflected as
investments in the accompanying statement of financial position.

Contributions and Grants Receivable: Receivables are stated at the amount
management expects to collect. Management provides for probable uncollectible
amounts through a provision for bad debt expense and an adjustment to a valuation
allowance based on its assessment of the current status of individual accounts.
Balances that are still outstanding after management has used reasonable collection
efforts are written off through a charge to the valuation allowance and a credit to the
receivable. The allowance for doubtful accounts at October 31, 2017 and 2016 was
$50,000 and $62,500, respectively.

Inventory: Inventory consists of books, novelty items, plants, and prints and is stated at
the lower of cost or market. Cost is determined by using the average cost method.

Contributed Services and Materials: Contributions of donated services that create or
enhance non-financial assets or that require specialized skills, are provided by
individuals possessing those skills and would typically need to be purchased if not
provided by donation, are recorded at their fair value in the period received. Contributed
materials are also recorded at their fair value in the period received.

A substantial number of unpaid volunteers have made significant contributions of their
time in the furtherance of Fairchild’s programs, principally in public and professional
education and fundraising campaigns, for which no value has been assigned.

Investments: Investments are stated at fair value. Fair value is defined as 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.

Property and Equipment: Property and equipment are stated at cost. When equipment
is retired or otherwise disposed of, the cost less related accumulated depreciation is
removed from the accounts and resulting gains or losses are included in the statement
of activity.

Depreciation is provided on a straight-line basis over the estimated useful lives of the
respective assets as follows:

Building and Building Improvements 15 to 40 Years
Equipment 7 Years
Furniture and Fixtures 7 Years
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Works of art are capitalized at cost if purchased and appraised for fair value at the date
of acquisition if received by donation. Works of art are not depreciated as in the opinion
of Fairchild, these assets have had no diminution in value.

Maintenance and repairs are charged to expense as incurred and major alterations and
betterments are capitalized and depreciated over the period benefited.

Deferred Revenue: Revenue from memberships is deferred and recognized over the
membership period to which they relate.

Income Taxes: Fairchild is a tax-exempt corporation under Section 501(c)(3) of the
Internal Revenue Code. Accordingly, no provision for income taxes has been made in
the accompanying financial statements.

Fairchild has not incurred any interest or penalties on its income tax returns.

Fairchild’s tax returns are subject to possible examination by the taxing authorities. For
federal income tax purposes, the tax returns remain open for possible examination for a
period of three years after the respective filing deadlines of those returns.

Use of 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.

Functional Allocation of Expenses: The costs of providing various programs and other
activities have been summarized on a functional basis in the statement of activities.
Certain costs have been allocated among the programs and supporting services
benefited.

Fair Value of Financial Instruments: Cash equivalents, grants receivable, other
receivables, prepaid expenses, accounts payable, accrued expenses, and deferred
revenue are reflected in the financial statements at cost, which approximates fair value
because of their short-term nature.

Advertising: Advertising costs are expensed as incurred. For the years ended October
31, 2017 and 2016, advertising expense was $42,259 and $9,293, respectively.

Reclassifications: In order to facilitate comparison of financial data, certain amounts
recorded in the prior year have been reclassified to conform to the current year reporting
format.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

3. CONTRIBUTIONS RECEIVABLE

At October 31, 2017 and 2016, contributions receivable consisted of:

2017 2016
Pledges Receivable $ 5,427,500 $ 6,374,500
Less: Discount to Net Present Value (1.152,165) _ (1,309,124)

$ 4275336 § 65065376

Pledges are scheduled to be collected as follows:

Year Ending October 31, 2018 $ 1,077,500
2019 475,000

2020 475,000

2021 450,000

2022 400,000

Thereafter 2,550,000

$ 5,427,500

Pledges due in more than one year are reflected at the present value of their estimated
future cash flows using a discount rate of 5%. Pledges receivable includes an allowance
for doubtful accounts of $0 in 2017 and $12,500 in 2016.

4. INVESTMENTS AND FAIR VALUE MEASUREMENTS

Fairchild’s investment accounts are classified as either endowment funds or other
investment funds.

Endowment Funds

Fairchild receives funds for two separate endowment funds: (1) Fairchild Endowment
Fund and (2) Cultural Endowment Program Fund. These funds are subject to
restrictions of gift instruments requiring that the principal be invested in perpetuity, and
the income be used only for the purpose of providing a future income stream for the
continuity and growth of Fairchild and the certainty of its programs. Income from these
endowment assets is used for Fairchild's general operations and classified as
unrestricted investment income in the statement of activities.

The Fairchild Endowment Fund spending policy, as per corporate bylaws, allows for the
use of funds for operations provided, however, that the amount does not exceed five
percent of the average fair market value of this fund for the preceding twelve
consecutive quarters ending on August 313,

The Cultural Endowment Program Fund spending policy allows for the use of increases
in the value of this fund arising from interest, dividends and net realized gains for
operating costs of Fairchild incurred while engaged in programs directly related to
cultural activities. The fair market value of investments in the Cultural Endowment
Program Fund is and must never be less than $1,200,000.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

4, INVESTMENTS AND FAIR VALUE MEASUREMENTS (continued)

Other Investment Funds

Fairchild's Capital Improvements/Special Activities Fund was created for the purpose of
investing funds designated to be used for Fairchild’s capital improvements and special
activities. The investment return related to this fund is classified as unrestricted
investment income in the accompanying statement of activities.

Fairchild’s Whitman Tropical Fruit Fund was created for the purpose of investing
temporarily restricted funds designated by the donor to be used for Fairchild’s Tropical
Fruit Program. The investment return related to this fund is classified as temporarily
restricted investment income in the accompanying statement of activities.

The following table summarizes the aggregate amount of each of Fairchild's four
investment accounts at fair value as of October 31, 2017 and 2016:

2017 2016
Endowment Funds:
Fairchild Endowment Fund $15,194,905 $13,877,493
Cultural Endowment Program Fund 1,588,938 1,567,834
Other Investment Funds:
Capital Improvements/Special Activities Fund 3,678,739 2,694,576
Whitman Tropical Fruit Fund 1,298,676 1,121,897
Total Investments $21,761,258 $19,261.800

The following schedule summarizes the components of net investment return for the
years ended October 31, 2017 and 2016:

2017 2016
Dividends, Interest, and Other Income,
Net of Expenses of $26,794 and
$114,467, respectively $ 449547 $ 377,538
Net Realized Gain 269,317 655,570
Net Unrealized Gain (Loss) 2,074,514 (462,601)

$ 2,793378 $ 570,507

Accounting Standards Codification 820 (“ASC 820"), Fair Value Measurements,
establishes a framework for measuring fair value. That framework provides a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (level 1 measurement) and the lowest priority to
unobservable inputs (level 3 measurement). The three levels of the fair value hierarchy
under ASC 820 are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that Fairchild has the ability
to access.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

4,

INVESTMENTS AND FAIR VALUE MEASUREMENTS (continued)

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 inactive
markets;

e Inputs other than quoted prices that are observable for the asset or
liability;

* Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input
must be observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to
the fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets and liabilities
measured at fair value on a recurring basis:

Mutual Funds: Valued at the net asset value of shares held at year end reported on the
active market on which the mutual funds are traded.

Contributions Receivable: Valued at the estimated present value of expected future
cash inflows using a 5% discount rate.

The methods described above may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, while
Fairchild believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair
value of certain financial instruments could result in a different fair value measurement at
the reporting date.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

4,

INVESTMENTS AND FAIR VALUE MEASUREMENTS (continued)

The following table sets forth by level, within the fair value hierarchy, Fairchild’s assets at
fair value as of October 31, 2017 and 2016:

Total Level 1 Level 2 Level 3
October 31, 2017
Investments:
Mutual Funds $21,761,258 $21,761.258 $ $
Total Investments 21,761,258 21,761,258
Contributions Receivable 4,275,335 4,275,335
$26,036,593 $21.761,258 $ _ $ 4275335
October 31, 2016
Investments:
Mutual Funds $19,261.800 $19.261,800 $ $
Total Investments 19,261,800 19,261,800
Contributions Receivable 5,065,376 5,065,376

$24327,176 $19.261800 $§  $ 5,065,376
Level 3 Gains and Losses

The table below sets forth a summary of changes in the fair value of Fairchild’s Level 3
assets for the years ended October 31, 2017 and 2016:

Contributions

Receivable

Balance, October 31, 2015 $ 5,629,384
New Pledges 404,500
Payments on Pledges (1,174,500)
Change in Allowance for Doubtful Accounts 7,147
Changes in Present Value Discount 198,845
Balance, October 31, 2016 5,065,376
New Pledges 275,000
Payments on Pledges (1,234,500)
Change in Allowance for Doubtful Accounts 12,500
Change in Present Value Discount 156,959
Balance, October 31, 2017 $ 4275335
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

4, INVESTMENTS AND FAIR VALUE MEASUREMENTS (continued)

Changes in net assets as reported in the statement of activities include the following
Level 3 gains and losses:

2017 2016
Temporarily Restricted Net Assets
Contributions $ 431959 $ 603,345
Unrestricted Net Assets
General and Administrative $ (12,500) $ (7,147)

5. PROPERTY AND EQUIPMENT

At October 31, 2017 and 2016, property and equipment consisted of:

2017 2016
Land and Land Improvements $ 5,170,389 $ 5,170,389
Building and Building Improvements 23,477,620 23,419,947
Equipment, Furniture and Fixtures 7,100,088 7,019,938
Construction in Process 9.585 6.704
35,757,682 35,616,978
Less: Accumulated Depreciation (16,511,743) _(15,374,368)

$190,245,939 $20.242.610

Included in land and land improvements is $600,000 in permanently restricted net
assets.

6. DESIGNATED NET ASSETS

The Board of Trustees has elected to designate as endowment funds those unrestricted
amounts received from bequests, wills and the excess of endowment earnings over the
investment spending policy. Accordingly, included in unrestricted net assets at October
31, 2017 and 2016 is $3,811,227 and $2,442,710, respectively, designated for endowment.

7. RESTRICTIONS ON ASSETS

Temporarily restricted net assets at October 31, 2017 and 2016 are available for the
following purposes or periods:

2017 2016

Education $ 311682 $§ 701,123
Research 552,898 464,576
Horticulture 1,418,914 1,592,533
Capital Improvements 130,562 130,562
Special Events 67,900 14,850
For Future Periods 8.508.699 8,230,228

$10.900,655 $11,133,872
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

7. RESTRICTIONS ON ASSETS (continued)

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purpose or by occurrence of other events specified by the donor as follows:

2017 2016
Education $ 753934 $§ 729,129
Research 196,825 325,841
Horticulture 379,097 610,226
Special Events 14,850 91,750
Passage of Time 999,520 1.086.253

$ 2,344,226 $ 2,843,199

Permanently restricted net assets at October 31, 2017 and 2016 are classified as follows:

2017 2016
Fairchild Endowment Fund $11,202,616 $11,202,616
Cultural Endowment Program Fund 1,200,000 1,200,000
Real Estate Bequeathed 600,000 600.000

$13,002,616 $13,002,616
8.  EMPLOYEE BENEFIT PLANS

Employee elective deferrals and Fairchild’s matching contribution are remitted directly to
the plan's sponsor. Fairchild’s matching contribution for the years ended October 31,
2017 and 2016 was $90,278 and $186,362 respectively.

9. LEASES

Fairchild entered into a 99 year lease agreement in 1966 with the Montgomery
Foundation for approximately 8 acres of land. The land lease agreement does not
require any rent payment to be made by Fairchild during the period of the lease. A
board member of the Montgomery Foundation is also a board member of Fairchild.

Fairchild donated 69 acres of land from 1938 through 1940 to Miami-Dade County for
use as a botanical garden. Since that time, the property has been developed and
operated in cooperation with Miami-Dade County.

In 1997, Fairchild entered into a 50-year lease agreement with Miami-Dade County for
use of the property with two options to renew for an additional period of twenty-five (25)
years each. The land lease agreement does not require any rent payment to be made
by Fairchild during the period of the lease. The land lease agreement grants Fairchild
the exclusive right to use the property for tropical gardens and programs. Fairchild is
required to maintain the property at its expense. All permanent improvements made or
constructed on the property will become the property of Miami-Dade County upon
termination or expiration of the agreement.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

10.

LEASES (continued)

Fairchild leases office equipment under long-term agreements that expire at various
dates through the year 2022. Lease expense amounted to $47,925 and $48,744 for the
years ended October 31, 2017 and 2016, respectively.

Future minimum lease payments on equipment leases are as follows:

Year Ended October 31, 2018 3 46,404
2019 43,766

2020 14,748

2021 14,748

2022 12,932

$ 132,598

CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subjects Fairchild to significant concentrations of
credit risk consist principally of cash equivalents, investments, pledges, grants, and
other receivables.

Fairchild maintains its cash and cash equivalents with creditworthy, high-quality financial
institutions. At October 31, 2017, Fairchild had demand deposits in financial institutions
which exceeded the depositor’s insurance provided by the applicable guarantee agency
by approximately $308,000. Fairchild has not experienced any losses from maintaining
cash accounts in excess of insured limits. Management believes that it is not exposed to
any significant credit risk on its cash accounts.

At October 31, 2017, Fairchild had approximately $21,761,000 invested in mutual funds
with major financial institutions. Although the market value of investments is subject to
fluctuations on a year-to-year basis, management believes the investment policy is
prudent for the long-term welfare of Fairchild. Due to the diversity and composition of its
investments, management feels it is not exposed to any significant credit risk on these
accounts.

At October 31, 2017, Fairchild had pledges, grants, and other receivables of
approximately $4,990,700. At October 31, 2017, approximately 59% of receivables are
due from a foundation. Fairchild’s ability to collect these receivables is dependent upon
economic conditions and the financial condition of its donors and customers, consisting
of individuals, foundations, governmental agencies and corporations. Fairchild has not
experienced significant losses related to receivables from donors and customers.
Management believes no additional credit risk beyond amounts provided for collection
losses is inherent in Fairchild’s pledges, grants and other receivables.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

11.

12.

CONTINGENCIES

In the normal course of activities, Fairchild receives grants and other forms of
reimbursement from various government agencies. These activities are subject to audit
by agents of the funding authority, the purpose of which is to ensure compliance with
conditions precedent to providing such funds. Management of Fairchild believes that the
liability, if any, for any reimbursement which may arise as the result of audits would not
be material.

DONOR-DESIGNATED ENDOWMENTS (UPMIFA STATE)

Accounting Standards Codification 958 (“ASC 958”), “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, and Enhanced Disclosures for
All Endowment Funds” provides guidance on the net asset classification of donor-
restricted endowment funds for a nonprofit organization that is subject to an enacted
version of the Uniform Prudent Management of Institutional Funds Act of 2006
(UPMIFA). ASC 958 also requires additional disclosures about an organization's
endowment funds (both donor-restricted endowment funds and board-designated
endowment funds), whether or not the organization is subject to UPMIFA.

The State of Florida enacted the “Florida Uniform Prudent Management of Institutional
Funds Act (“FUPMIFA") effective July 1, 2012, the provisions of which apply to
endowment funds existing on or established after that date. The Board of Trustees has
determined that the majority of Fairchild’s permanently restricted net assets meet the
definition of endowment funds under FUPMIFA.

The Board of Trustees of Fairchild has interpreted the Florida Uniform Prudent
Management of Institutional Funds Act (FUPMIFA) 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,
Fairchild 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. In accordance with FUPMIFA, Fairchild considers
the following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds: (1) the duration and preservation of the various funds, (2)
the purposes of the donor-restricted endowment funds, (3) general economic conditions,
(4) the possible effect of inflation and deflation, (5) the expected total return from income
and the appreciation of investments, (6) other resources of Fairchild, and (7) Fairchild’s
investment policies.
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FAIRCHILD TROPICAL BOTANIC GARDEN
Notes to Financial Statements
October 31, 2017 and 2016

12

DONOR-DESIGNATED ENDOWMENTS (UPMIFA STATE) (continued)

Endowment Investment and Spending Policies: Fairchild has adopted investment
and spending policies, approved by the Board of Trustees, for endowment assets that
attempt to maintain over a long period of time, a continuing and increasing stream of
funding to support its programs. Fairchild's investment and spending policies work
together to achieve this objective.

The investment policy accomplishes this objective by:

o Strategically allocating investments among and within asset classes and
investment styles in order to enhance investment returns and manage risks.

 Sufficiently diversify investments to reduce volatility.

¢ Evaluating the performance of the investment program with a time horizon that is
long-term, consistent with the asset class.

The Fairchild Endowment Fund spending policy allows for the use of funds for
operations provided, however, that the amount does not exceed five percent of the
average fair market value of this fund for the preceding twelve consecutive quarters
ending August 315t

The Cultural Endowment Program Fund spending policy allows for the use of increases
in the value of this fund arising from interest, dividends and net realized gains for
operating costs of Fairchild incurred while engaged in programs directly related to
cultural activities.

Endowment net asset composition by type of fund is as follows:

Temporarily Permanently
Unrestricted _Restricted _Restricted Total

Year Ended October 31, 2017:
Board Designated

Endowment Funds $ 3,811,227 $ $ $ 3,811,227

Donor-restricted

Endowment Funds 13,002,616 _13.002.616
Total Funds $ 3811227 $ $13.002,616 $16,813,843

Year Ended October 31, 2016:
Board Designated

Endowment Funds $ 2442710 $ $ $ 2442710
Donor-restricted
Endowment Funds _13,002616 13,002,616
Total Funds $ 2442710 § $13.002,616 $15,445.326
17
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FAIRCHILD TROPICAL BOTANIC GARDEN

Notes to Financial Statements
October 31, 2017 and 2016

12. DONOR-DESIGNATED ENDOWMENTS (UPMIFA STATE) (continued)

Changes in endowment net assets for the years ended October 31, 2017 and 2016 are

as follows:

Temporarily Permanently

Unrestricted _Restricted

Restricted Total

Endowment Net Assets,

October 31, 2015
Investment Return:
Investment Income
Realized Gain
Unrealized Loss

Total Investment Return
Appropriation for Expenditures

Endowment Net Assets,

October 31, 2016
Contribution
Investment Return:

Investment Income

Realized Gain

Unrealized Gain

Total Investment Return
Appropriation for Expenditures

$ 2485435 § $13,002,616 $15488,051
292,022 292,022
591,305 591,305
(405.113) (405.113)
478.214 478.214
(620,939) (520.939)

$ 2442710 $ $13.002,616 $15445,326
30,000 30,000
351,133 351,133
239,358 239,358
1,548,026 1,548,026
2,138,517 2,138.517
(800,000) (800.000)

Endowment Net Assets,

October 31, 2017

$ 3811227 §  $13002.616 $16,813,843
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Accounting and Auditing 222 Southeast Tenth Street Telephone: (954) 467-3100
Taxation and Consulting Fort Lauderdale, Florida 33316 Facsimile: (954) 467-2080

INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTARY INFORMATION

Board of Trustees
Fairchild Tropical Botanic Garden
Coral Gables, Florida

We have audited the financial statements of Fairchild Tropical Botanic Garden as of and for the
years ended October 31, 2017 and 2016 and our report thereon dated May 7, 2018, which
expressed an unmodified opinion on those financial statements, appears on page 1. Our audits
were conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedules of functional expenses are presented for the purposes of additional analysis and
are not a required part of the financial statements. Such information is the responsibility of
management 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 the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

ROBBINS AND MORONEY, P.A.
Certified Public Accountants

Robbing and Morvoney, P.A.

Fort Lauderdale, Florida
May 7, 2018
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CONFIDENTIAL
For Discussion Purposes Only

FAIRCHILD TROPICAL BOTANIC GARDEN
FY2017-2018 BUDGET/ACTUAL/VARIANCE
SIX MONTHS ENDING APRIL 30, 2018

APPROVED
BUDGET YTD YTD YTD VARIANCE
2017-2018 BUDGET (1) ACTUAL AMOUNT %
OVER (UNDER)
SOURCE OF FUNDS Q) BUDGET
Contributions:
Unrestricted 85% $ 350,000 $ 297,500 $ 656,210 $ 358,710 121
Restricted 50% 1,762,000 881,000 770,611 (110,389) (13)
Total contributions 2,112,000 1,178,500 1,426,821 248,321 21
Endowment 50% 800,000 400,000 400,000 0 -
Earned income, net of expenses:
Garden Shop 66% 237,000 156,420 168,934 12,514 8
Special events (2) 460,000 326,817 309,235 (17,581) 5)
Education 60% 229,000 137,400 118,719 (18,681) (14)
Facility rentals 56% 285,000 159,600 200,671 41,071 26
Prior year carry forward for capital expenditures 40% 325,000 101,715 101,715 0 0
Other 50% 131,000 65,500 27,433 (38,067) (58)
Total earned income 1,667,000 947,452 926,706 (20,746) (2)
Admissions 64% 825,000 528,000 522,772 (5,228) 1)
Membership income 65% 1,609,000 1,045,850 964,807 (81,043) (8)
Grants and contracts:
Federal 51% 319,000 163,181 157,624 (5,557) (3)
State 51% 113,000 57,804 51,028 (6,776) (12)
County and local 51% 681,000 348,358 331,830 (16,528) (5)
Other 51% 229,000 117,142 101,541 (15,602) (13)
Total Grants and Contracts 1,342,000 686,485 642,021 (44,463) (6)
Total source of funds $ 8,355,000 $ 4,786,286 $ 4,883,128 $ 96,842 2
Less Variance Variance
Due to Excluding
Variance Restricted Restricted
per Contributions  Contributions
SUMMARY OF VARIANCES Report & Grants (2) & Grants
ACTUAL SOURCES OF FUNDS - OVER (UNDER) BUDGET $ 96,842 $ (154,852) $ 251,694
ACTUAL EXPENDITURES - OVER (UNDER) BUDGET (644,264) $ (154,852) (489,412)
FAVORABLE (UNFAVORABLE) VARIANCE $ 741,106 $ - $ 741,106

NOTES:

@ Percentages of year-to-date budgeted sources of funds and expenditures are based on estimates developed with reference to prior years
experience and modified by changes in circumstances or conditions. The amount used for Fund raising events is based on the scheduled timing of
the events.

@ A portion of actual over (under) budget sources of funds results from expenditures related to restricted contributions and grants being over (under)
budget. This primarily represents a timing difference which is expected to flow through operations during the remainder of the year.
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FAIRCHILD TROPICAL BOTANIC GARDEN
FY2017-2018 BUDGET/ACTUAL/VARIANCE
SIX MONTHS ENDING APRIL 30, 2018

CONFIDENTIAL
For Discussion Purposes Only

APPROVED
BUDGET YTD YTD YTD VARIANCE
2017-2018 BUDGET (1) ACTUAL AMOUNT %
OVER (UNDER)
EXPENDITURES BUDGET
Horticulture:
Grounds, Palms, Conservatories & Nursery 50% 935,000 467,500 451,012 (16,488) 4)
Plant Records 50% 164,000 82,000 42,846 (39,154) (48)
Tropical Fruit 50% 185,000 92,500 92,118 (382) ()]
Management 50% 144,000 72,000 16,740 (55,260) 77)
Total 1,428,000 714,000 602,716 (111,284)
Research:
Laboratory Science 50% 100,000 50,000 44,676 (5,324) (12)
South Florida Conservation 51% 176,000 90,031 77,913 (12,118) (13)
Herbarium 50% 98,000 49,000 38,233 (10,767) (22)
Management 50% 82,000 41,000 31,928 (9,072) (22)
Total 456,000 230,031 192,749 (37,281)
Education:
Continuing Adult Education 51% 137,000 70,081 56,437 (13,644) (29)
Fairchild Challenge Programs 50% 785,000 392,500 260,848 (131,652) (34)
Community Outreach Programs 50% 75,000 37,500 34,669 (2,831) (8)
Management 50% 157,000 78,500 74,318 (4,182) (5)
Total 1,154,000 578,581 426,271 (152,309)
Support services:
Admissions/Visitor Services & Garden Shop 50% 552,000 276,000 223,399 (52,601) (29)
Member Services & Donor Relations 50% 619,000 309,500 240,537 (68,963) (22)
Marketing & Publications 50% 771,000 385,500 309,159 (76,341) (20)
Volunteer Services 50% 212,000 106,000 73,525 (32,475) (32)
Facilities / Utilities 50% 1,119,000 559,500 611,989 52,489 9
Management & General - payroll 50% 722,000 361,000 334,774 (26,226) (7)
Management & General - other 50% 722,000 361,000 352,441 (8,559) (2)
Total 4,717,000 2,358,500 2,145,824 (212,676)
Total operating expenses 7,755,000 3,881,112 3,367,560 (513,551) (13)
Treasurer's contingency fund 50% 300,000 150,000 104,686 * (45,314) (30)
Capital expenditures 50% 300,000 150,000 64,601 (85,399) (57)
Total expenditures $ 8,355,000 $ 4,181,112 $ 3,536,847 $ (644,264)

* Hurricane Irma-related expenses.
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