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Independent Auditors’ Report

Board of Managers
The American Anti-Vivisection Society

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of The American
Anti-Vivisection Society (a non-profit organization) and affiliate, which comprise the consolidated
statement of financial position as of December 31, 2015 and 2014, and the related consolidated
statements of activities and changes in net assets, 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 consolidated 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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of the
consolidated 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
consolidated 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 consolidated
financial statements.
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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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of The American Anti-Vivisection Society and affiliate as of
December 31, 2015 and 2014, and the changes in their net assets and their cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States
of America.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The Consolidating Schedules | though VIII presented on Pages 21 - 30 are
presented for purposes of additional analysis of the consolidated financial statements, rather than to
present financial position, changes in net assets and cash flows of the individual affiliates and are
not a required part of the consolidated 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 consolidated financial statements. The information has been subjected
to the auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated financial statements or to
the consolidated 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 consolidated financial statements
as a whole.

vfj?afm 7’_/2‘ Mzcﬂ/m./ A/fmf LLP

Philadelphia, Pennsylvania
March 25, 2016



The American Anti-Vivisection Society

Consolidated Statement of Financial Position
December 31, 2015 and 2014

Assets

Cash and cash equivalents

Prepaid expenses

Receivables from estates and trusts

Inventory

Furniture and equipment, net of accumulated
depreciation of $507,889 and $500,397

Long-term investments at fair value

Beneficial interests in perpetual trusts

Total assets
Liabilities and Net Assets

Liabilities
Accounts payable
Accrued compensation and related items
Deferred dues revenue
Grants payable
Other

Total liabilities
Net Assets
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

2015 2014
$ 2,941,283 2,570,737
36,036 43,872
290,664 195,191
11,184 12,719
17,605 12,141
26,457,945 27,613,944
1,623,095 1,762,457
$ 31,377,812 32,211,061
$ 34,608 21,873
38,587 37,797
132,017 121,505
1,211,656 1,252,196
104,732 110,518
1,521,600 1,543,889
27,647,775 28,427,905
240,503 131,971
1,967,934 2,107,296
29,856,212 30,667,172
$ 31,377,812 $ 32,211,061

See notes to consolidated financial statements
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The American Anti-Vivisection Society

Consolidated Statement of Activities and Changes in Net Assets

Years Ended December 31, 2015 and 2014

Unrestricted Net Assets
Revenue, Gains and Other Support
Bequests
Investment income from long-term investments, net of
investment expenses of $172,871 and $166,849
Investment income from perpetual trusts
Dues
Contributions
Realized gains on long-term investments, net
Unrealized losses on long-term investments, net
Other income

Net assets released from restrictions
Total revenue, gains and other support

Expenses
Program services:
Campaigns and outreach
Animalearn
Alternatives research

Supporting services:
General and administrative
Fundraising

Total expenses
Increase (decrease) in unrestricted net assets

Temporarily Restricted Net Assets
Investment income from long-term investments
Investment income from perpetual trusts
Contributions
Realized gains on long-term investments, net
Unrealized (losses) gains on long-term investments, net
Net assets released from restrictions

Increase in temporarily restricted net assets
Permanently Restricted Net Assets
Unrealized losses on beneficial interests in
perpetual trusts
Change in net assets

Net Assets, Beginning

Net Assets, Ending

See notes to consolidated financial statements

2015 2014
1,031,639 $ 1,189,569
534,501 638,867
79,313 67,954
215,388 217,183
376,434 328,299
712,782 918,613
(1,781,162) (740,503)
86,407 57,975
1,255,302 2,677,957
21,739 24,356
1,277,041 2,702,313
1,084,067 1,224,712
200,047 185,074
342,412 311,998
1,626,526 1,721,784
208,495 216,510
222,150 254,353
430,645 470,863
2,057,171 2,192,647
(780,130) 509,666
4,874 9,617
16,128 13,350
120,000 -
16,131 -
(26,862) 12,508
(21,739) (24,356)
108,532 11,119
(139,362) (15,440)
(810,960) 505,345
30,667,172 30,161,827
29,856,212 $ 30,667,172




The American Anti-Vivisection Society

Consolidated Statement of Cash Flows
Years Ended December 31, 2015 and 2014

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile changes in net assets to net
cash provided by operating activities:
Depreciation
Realized gains on long-term investments, net
Unrealized losses on long-term investments, net
Unrealized losses on beneficial interests in
perpetual trusts
(Increase) decrease in assets:
Prepaid expenses
Receivables from estates and trusts
Inventory
Increase (decrease) in liabilities:
Accounts payable
Accrued compensation and related items
Deferred dues revenue
Grants payable
Other

Net cash provided by operating activities
Cash Flows from Investing Activities

Purchase of furniture and equipment

Purchases of long-term investments

Proceeds from sales and maturities of long-term

investments

Net cash provided by investing activities
Net increase in cash and cash equivalents

Cash and Cash Equivalents, Beginning

Cash and Cash Equivalents, Ending

2015 2014
$ (810,960) $ 505,345
7,492 4,646
(728,913) (918,613)
1,808,024 727,995
139,362 15,440

7,836 (9,456)

(95,473) 273,931

1,535 (6,098)

12,735 6,774

790 2,151

10,512 1,388
(40,540) 183,418

(5,786) 20,794

306,614 807,715
(12,956) (12,610)
(8,399,123) (11,273,960)
8,476,011 11,379,178
63,932 92,608
370,546 900,323
2,570,737 1,670,414

$ 2941283 $ 2,570,737

See notes to consolidated financial statements
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The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

1. Nature of Organization

The American Anti-Vivisection Society (“Society”) is a nonprofit organization incorporated under
the laws of the Commonwealth of Pennsylvania formed for charitable and educational purposes
and for the prevention of cruelty to animals, particularly to educate the general public about
vivisection, alternatives to vivisection, and with the goal of abolishing vivisection.

Alternatives Research and Development Foundation (“Foundation”) is a nonprofit organization
incorporated under the laws of the Commonwealth of Pennsylvania. The purpose of the
Foundation is to support the development and utilization of alternatives to the use of animals in
biomedical research, testing and education, through provision of research grants and awards
and expert information to scientists, media, government agencies, and advocacy groups.

Substantially all of the Organizations’ activities are conducted within the United States, although
the organizations occasionally may provide grants or other financial support to foreign persons
or organizations. A majority of the Society’s membership resides in the United States. The
Organizations’ administrative offices are located in Jenkintown, Pennsylvania.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying financial statements reflect the consolidation of the individual financial
statements of The American Anti-Vivisection Society and Alternatives Research and
Development Foundation (collectively referred to as “Organizations”). The individual entities
have the same board of directors (managers) and share facilities and equipment.
The Society has legal control over the Foundation. Inter-organization transactions and
balances have been eliminated in consolidation.

Basis of Presentation

The Organizations report information regarding its financial position and activities according
to three classes of net assets: unrestricted net assets, which represents the expendable
resources that are available for operations at management's discretion; temporarily
restricted net assets, which represent resources restricted by donors as to purpose or by the
passage of time; and permanently restricted net assets, which represents resources whose
use by the Organizations is limited by donor imposed stipulations that neither expire by
passage of time nor can be fulfilled or otherwise removed by actions of the Organizations.

Temporarily Restricted Resources

Operating funds restricted by the donor, grantor, or other outside party for particular
operating purposes are deemed to be earned and reported as revenues when the donee
organization has incurred expenditures in compliance with the specific restrictions, or as
result of the passage of time restricting the use of the funds. Donor-restricted support is
reported as an increase in temporarily restricted net assets. 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 consolidated statements of activities and changes in net assets as net assets released
from restrictions.



The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

Permanently Restricted Resources

Permanently restricted funds are restricted by the donor to be maintained in perpetuity for
the use of the donee organization. Generally, the donors of these funds permit the donee
organization to use all or part of the income earned on related investments for general or
specific purposes. Accumulated unexpended investment gains on permanently restricted
funds are considered temporarily restricted until such accumulated gains are spent,
temporarily restricted net assets are then reclassified and reported in the consolidated
statements of activities and changes in net assets as net assets released from restrictions.

Permanently restricted net assets consist of beneficial interests in perpetual trusts and
certain marketable securities, the sale of which is not permitted under the terms of the gift.
Net gains and losses related to these marketable securities are also considered
permanently restricted.

Use of Estimates

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

Contributed Services

A significant portion of each Organization’s functions are conducted by unpaid volunteer
officers and members. The value of this contributed time is not reflected in the
accompanying consolidated financial statements because it does not meet the criteria
necessary for recognition.

Receivables from Estates and Trusts

Receivables from estates and trusts are recorded in the year the Organizations’ are notified
and the associated will is valid and has been admitted to probate and an estimated value is
provided by an executor.

Inventory

Inventory consists of supplies, educational materials, books and clothing and is stated at
estimated fair value or average cost, whichever is lower.

Furniture and Equipment

Furniture and equipment are stated at cost. All purchases of furniture and equipment in
excess of $1,000 are capitalized. Depreciation is recognized using the straight-line method
over the estimated useful lives of three to seven years.

Revenue Recognition

Contributions, bequests, and beneficial interests in perpetual trusts are recorded at their
estimated fair values when either Organization has received notification of a promise to give.
Dues are recognized as revenue over the applicable term of the membership. Life
memberships are recorded as revenue when received.
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The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

Investments

Long-term investments consist of marketable securities, and are recorded at estimated fair
value as determined by quoted market values. Investment gains and losses are included in
the change in net assets in the accompanying statement of activities and changes in net
assets.

The assets of perpetual and other charitable trusts consist principally of marketable
securities. The Organizations’ beneficial interests in these various trusts are recorded at
estimated fair values.

Cash Equivalents

Cash equivalents include highly liquid investments with an original maturity of 90 days or
less. The fair value of cash equivalents approximates cost.

Income Taxes

The Society and the Foundation are exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code, except on net income derived from unrelated
business activities. The Organizations do not have net unrelated business income subject to
tax. In addition, each Organization qualifies for the charitable contribution deduction under
Section 170(b)(1)(A) and has been classified as an organization other than a private
foundation under Section 509(a)(2).

Management believes that it has appropriate support for any tax positions taken, and as
such, the Organizations do not have any uncertain tax positions that are material to the
consolidated financial statements.

Grants Payable

Grants payable represent grants awarded to other organizations. Grants payable over
multiple years are discounted at prevailing interest rates. Grants involving estimates of
expenses reimbursable over multiple years include an annual inflation rate based upon
current market conditions. Unexpended balances of grants awarded to other organizations
are required to be returned. Refunds to the Society and the Foundation are recorded when
the amount of refund due becomes known, normally when a final accounting by the grantee
is submitted.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on
a functional basis in the consolidated statements of activities and changes in net assets.
Accordingly, certain costs have been allocated among program, general and administrative,
and fundraising functions based upon management’s estimates.



The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

Risks and Uncertainties

The Organizations’ future results of operations involve a number of risks and uncertainties.
Factors that could affect the Organizations’ future operating results and cause actual results
to vary materially from expectations include, but are not limited to, dependence on key
personnel, general economic conditions, reliance on public support and the performance of
its long-term investments.

Concentrations of Credit Risk

The Organizations’ principal financial instruments subject to credit risk are its cash, cash
equivalents, investments and receivables. Fixed income securities are also exposed to
interest rate risk. Receivables result primarily from unconditional promises to give, including
bequests and other contributions.

New Accounting Standard

In May 2014, the Financial Accounting Standards Board, issued ASU 2014-09, Revenue
from Contracts with Customers, which amends its guidance related to revenue recognition.
ASU 2014-09 requires an entity to recognize revenue as performance obligations are met, in
order to reflect the transfer of promised goods or services to customers in an amount that
reflects the consideration the entity is entitled to receive for those goods or services. The
following steps are applied in the updated guidance: (1) identify the contract(s) with a
customer; (2) identify the performance obligations in the contract; (3) determine the
transaction price; (4) allocate the transaction price to the performance obligations in the
contract; and (5) recognize revenue when, or as, the entity satisfies a performance
obligation. ASU 2014-09 is effective for nonpublic entities for fiscal years beginning after
December 15, 2018. ASU 2014-09 can be adopted either retrospectively to each prior
reporting period presented or as a cumulative-effect adjustment as of the date of adoption.
The Organizations are currently determining its implementation approach and assessing the
impact that this guidance may have on our consolidated financial position.

Subsequent Events

Management has evaluated subsequent events through March 25, 2016, which is the date
the financial statements were available to be issued.

3. Receivables from Estates and Trusts

The Organizations are the beneficiaries of numerous estates and testamentary trusts. In
general, the Organizations’ policy is to record the receivable from an estate or trust in the year
the Organizations are notified and associated will is valid and has been admitted to probate and
an estimated value is provided by an executor. The Society has been notified of an estate in
which the Society is a beneficiary however has not received a current valuation and a projected
value by the Trustee. As such, a reasonable estimate cannot be made at this time and therefore
not yet been recorded in the financial statements.



The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

4. Fair Value of Financial Instruments

The Organizations use fair value measurements to record fair value adjustments to certain
assets and liabilities and to determine fair value disclosures. The fair value of the financial
instrument is 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. Fair value is best
determined based upon quoted market prices. However, in some instances, there are no quoted
market prices for certain financial instruments. In cases where quoted market prices are not
available, fair values are based on estimates using present value or other valuation techniques.
Those techniques are significantly affected by the assumptions used, including the discount rate
and estimates of future cash flows. Accordingly, the fair value estimates may not be realized in
an immediate settlement of the instruments.

Fair value accounting guidance provides a consistent definition of fair value, which focuses on
exit price in an orderly transaction (that is, not a forced liquidation or distressed sale) between
market participants at the measurement date under current market conditions. If there has been
a significant decrease in the volume and level of activity for the asset or liability, a change in
valuation technique or the use of multiple valuation techniques may be appropriate. In such
instances, determining the price at which willing market participants would transact at the
measurement date under current market conditions depends on the facts and circumstances
and requires the use of significant judgment. The fair value is a reasonable point within range
that is most representative of fair value under current market conditions.

The fair value hierarchy prioritizes the inputs to valuation methods 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 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements). The three levels of the fair value hierarchy are as follows:

Level 1 - Unadjusted quoted prices in active markets that are accessible at the
measurement date for identical assets or liabilities.

Level 2 - Quoted prices in markets that are not active, quoted prices for similar securities, or
observable inputs that are observable either directly or indirectly, for substantially the full
term of the asset or liability.

Level 3 - Prices or valuation techniques that require inputs that are both significant to the fair
value measurement and unobservable (i.e., supported with little or no market activity).

A financial asset’s or liability’s level within the fair value hierarchy is based on the lowest level of
input that is significant to the fair value measurement.

The following valuation techniques were used to measure fair value of financial instruments:

Marketable equity securities - The fair value of marketable equity securities is generally
based on quoted market prices for the identical security.

10



The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

Marketable debt securities - The fair value for marketable debt securities is generally based
on quoted market prices for the identical security; however quoted market prices may vary
for a variety of reasons including the number of market makers and the volume of identical
securities traded on the date of valuation. If an identical security is not traded on the
valuation date, estimated fair value may be determined by using other significant observable
inputs, such as quoted prices for similar securities.

Mutual funds - The fair value of open ended mutual funds is based on net asset value which
is generally determined by the quoted market values of the underlying marketable securities
owned.

Unit investment trusts - The fair values of unit investment trusts is based on net asset value,
which is generally determined by the quoted market values of the underlying marketable
securities owned. Securities owned by the unit investment trusts include direct investments
in U.S. and international marketable equity and debt securities, and investments in open and
closed ended mutual funds and other unit investment trusts that invest in U.S. and
international equity and debt securities.

Beneficial interests in perpetual trusts - The fair value of the beneficial interests in perpetual
trusts is based on the estimated present value of future cash inflows and the Organizations’
percentage interest in the trust assets. These assets are included as Level 3 fair values,
based upon the lowest level of input that is significant to the fair value of measurement.

For financial assets measured at fair value on a recurring basis, the fair value measurements by
level within the hierarchy used at December 31, 2015 are as follows:

2015
Description Total Level 1 Level 2 Level 3
Cash equivalents $ 3,217,172 $ 3,217,172 $ - $ -
U.S. equities 14,609,064 14,609,064 - -
International equities 7,823 7,823 - -
Mutual funds - equity 1,396,646 1,396,646 - -
Mutual funds - fixed income 215,965 215,965 - -
U.S. corporate debentures 2,090,885 - 2,090,885 -
U.S. Treasury securities and
bonds of government
sponsored enterprises 2,014,835 - 2,014,835 -
Unit investment trusts 2,905,555 2,905,555 - -
Total investments 26,457,945 22,352,225 4,105,720 -
Beneficial interests in
perpetual trusts 1,623,095 - - 1,623,095
Total $ 28,081,040 $ 22,352,225 $ 4,105,720 $ 1,623,095
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The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

For assets falling within Level 3 of the fair value hierarchy, the activity recognized during the
year ended December 31, 2015 is as follows:

Level 3
Beneficial Interests in Perpetual Trusts Total
Balance at January 1, 2015 $ 1,762,457
Investment income 85,441
Distributions to beneficiary (85,441)
Unrealized losses on perpetual trusts (139,362)
Balance at December 31, 2015 $ 1,623,095

For financial assets measured at fair value on a recurring basis, the fair value measurements by
level within the hierarchy used at December 31, 2014 are as follows:

2014
Description Total Level 1 Level 2 Level 3
Cash equivalents $ 3,348,740 $ 3,348,740 $ - $ -
U.S. equities 15,216,057 15,216,057 - -
International equities 7,866 7,866 - -
Mutual funds - equity 1,410,853 1,410,853 - -
Mutual funds - fixed income 198,506 198,506 - -
U.S. corporate debentures 2,210,044 - 2,210,044 -
U.S. Treasury securities and
bonds of government
sponsored enterprises 2,015,237 - 2,015,237 -
Unit investment trusts 3,206,641 3,206,641 - -
Total investments 27,613,944 23,388,663 4,225,281 -
Beneficial interests in
perpetual trusts 1,762,457 - - 1,762,457
Total $ 29,376,401 $ 23,388,663 $ 4,225,281 $ 1,762,457
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The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

For assets falling within Level 3 of the fair value hierarchy, the activity recognized during the
year ended December 31, 2014 is as follows:

Level 3
Beneficial Interests in Perpetual Trusts Total
Balance at January 1, 2014 $ 1,777,897
Investment income 95,115
Distributions to beneficiary (95,115)
Unrealized losses on perpetual trusts (15,440)
Balance at December 31, 2014 $ 1,762,457

5. Long-Term Investments
Long-term investments are carried at fair value in the consolidated statements of financial
position, and realized and unrealized gains and losses are reflected in the consolidated
statements of activities and changes in net assets.

Fair values of long-term investments by net asset classification are as follows at December 31.:

2015 2014
Unrestricted $ 25,992,603 $ 27,137,134
Temporarily restricted 120,503 131,971
Permanently restricted 344,839 344,839

$ 26,457,945 $ 27,613,944

Long-term investments are composed of the following classes of investments as of
December 31.:

2015 2014
Cost Fair Value Cost Fair Value

Cash equivalents $ 3,217,172 $ 3,217,172 $ 3,348,740 $ 3,348,740
U.S. equities 14,024,832 14,609,064 13,451,410 15,216,057
International equities 8,919 7,823 8,919 7,866
Mutual funds - equity 1,513,476 1,396,646 1,429,490 1,410,853
Mutual funds - fixed income 231,979 215,965 204,836 198,506
U.S. corporate debentures 2,351,330 2,090,885 2,255,689 2,210,044
U.S. Treasury securities and

bonds of government

sponsored enterprises 1,997,167 2,014,835 1,998,667 2,015,237
Unit investment trusts 3,302,920 2,905,555 3,298,019 3,206,641

$ 26,647,795 $ 26,457,945 $ 25,995,770 $ 27,613,944
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The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

The relationship between cost and fair values of investments at December 31 are as follows:

Excess
(Deficiency) of
Long-Term Fair Fair Value over

Value Cost Cost

Long-term investments, 2015 $ 26,457,945 $ 26,647,795 $ (189,850)
Long-term investments, 2014 27,613,944 25,995,770 1,618,174
Unrealized (losses), net (1,808,024)
Realized gains, net 728,913
Total investment (losses), net $ (1,079,111)

The average annual yield based on the fair value of cash equivalents and long-term
investments (net of investment expenses) was approximately 2.0% and 2.4%, and the
annual total return including realized and unrealized gains and losses was approximately
(2.0)% and 3.0%, for the years ended December 31, 2015 and 2014, respectively.

6. Temporarily Restricted Net Assets

The temporarily restricted net assets of the Organizations’ are available for the following
purposes at December 31:

2015 2014
Society

Unexpended gains - direct benefit of animals $ 59,098 $ 69,865
Unexpended gains - any activities of the Society 61,405 62,106
120,503 131,971

Foundation
Alternatives award program 120,000 -
Total $ 240,503 $ 131,971

The Foundation received funds designated for an award program that recognizes achievements
in the advancement of alternatives.

Temporarily restricted net assets in the amounts of $21,739 and $24,356 were released from

donor restrictions by incurring expenses satisfying the restricted purposes during 2015 and
2014, respectively.
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The American Anti-Vivisection Society

Notes to Consolidated Financial Statements
December 31, 2015 and 2014

7. Permanently Restricted Net Assets

Permanently restricted net assets of the Organizations’ consist of marketable securities and
beneficial interests in perpetual trusts, the income from which is expendable to support general
and specified activities. The Organizations’ permanently restricted net assets had purpose
restrictions as follows at December 31:

2015 2014
Society
Income expendable for the direct benefit of animals $ 100,000 $ 100,000
Income expendable for any activities 1,492,679 1,601,200
1,592,679 1,701,200
Foundation
Income expendable for any activities 375,255 406,096

$ 1,967,934 $ 2,107,296

8. Endowments and Similar Funds

The Society’'s permanent endowment consists of three individual funds, one established for the
direct benefit of animals and two for general purposes. Long-term investments include both
donor-restricted endowment funds and funds that function as endowment. Net assets
associated with endowment funds, including funds designed by the Board of Managers to
function as endowments, are classified and reported based on the existence or absence of
donor-imposed restrictions.

The Foundation does not have any formal endowment funds; its permanently restricted net
assets consist of a beneficial interest in a perpetual trust held by a third party.

Interpretation of Relevant Law

The Society’s policy is to require the preservation of the fair value of the original gift as of
the gift date of the donor-restricted endowment funds, absent explicit donor stipulations to
the contrary. As a result of this interpretation, the Society classifies as permanently
restricted net assets (a) the original value of the gifts donated to the permanent endowment,
(b) the original value of subsequent gifts to the permanent endowment, and
(c) accumulations to the permanent endowment made in accordance with the direction of
the applicable donor gift instrument at the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until
unexpended cumulative investment gains are appropriated for expenditure by the Society in
a manner consistent with the standard of prudence prescribed by the relevant state law.
Unless specifically defined, a donor-restricted endowment fund that is required by donor
stipulation to accumulate or appropriate endowment funds, the Board of Managers
considers the following factors:

1) Preservation of the purchasing power of the fund;
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Notes to Consolidated Financial Statements
December 31, 2015 and 2014

2) The purposes of the donee organization and the donor-restricted endowment fund;
3) General economic conditions;
4) The possible effects of inflation and deflation;

5) The expected total return from income and potential future appreciation of
investments;

6) Other resources of the donee organization;

7) The investment policies of the donee organization.

The following schedule presents the changes in all net assets attributable to endowment and
funds functioning as endowment funds for the years ended December 31.:

2015
Unrestricted
Subject to Temporarily Permanently
Spending Rate Restricted Restricted Total

Endowment and Similar Net
Assets, Beginning of Year $ 27137134 % 131,971 $ 344,839 $ 27,613,944
Investment return:
Investment income,

net of expenses 534,501 4,874 - 539,375
Investment losses, net (1,068,380) (10,731) - (1,079,111)
Total investment return (533,879) (5,857) - (539,736)
Contributions invested 252,129 16,128 - 268,257
Withdrawals - (16,128) - (16,128)

Appropriation of
expenditures, spending
rate (862,781) (5,611) - (868,392)

Endowment and Similar Net
Assets, End of Year $ 25,992,603 $ 120,503 $ 344,839 $ 26,457,945
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December 31, 2015 and 2014

2014
Unrestricted
Subject to Temporarily Permanently
Spending Rate Restricted Restricted Total

Endowment and Similar Net
Assets, Beginning of Year $ 27062852 % 120,852  $ 344,839 $ 27,528,543
Investment return:
Investment income,

net of expenses 638,867 9,617 - 648,484
Investment gains, net 178,110 12,508 - 190,618
Total investment return 816,977 22,125 - 839,102
Contributions invested 119,309 13,350 - 132,659
Withdrawals - (13,350) - (13,350)

Appropriation of
expenditures, spending
rate (862,004) (11,006) - (873,010)

Endowment and Similar Net
Assets, End of Year $ 27,137,134 $ 131,971 $ 344,839 $ 27,613,944

Funds with Deficiencies

The fair value of assets associated with individual donor-restricted endowment funds may
fall below the level that the donor or the relevant state law requires the Organization to
retain as a fund of perpetual duration. Such deficiencies, should they occur, would be
reported as a reduction of unrestricted net assets. There were no such deficiencies at
December 31, 2015 and 2014.

Return Objectives and Risk Parameters

The Organizations have adopted investment and spending policies for endowment assets
that attempt to provide a predictable stream of funding to programs supported by its
endowments while seeking to maintain the purchasing power of endowment assets.
Endowment assets include investments of donor-restricted funds that the Society must hold
in perpetuity and unrestricted investments functioning as endowment. Under this policy, as
approved by the Board of Managers, the endowment assets are invested in a manner that is
intended to produce results that exceed the performance of a weighted index comprised of
S&P 500 index, MSCI EAFE index, Russell 2000 small cap index, Lehman intermediate
government/corporate index and 90 day treasury bills, while assuming a level of investment
risk acceptable to the Board of Managers.
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9.

10.

Endowment Spending Policy and How the Investment Objectives Relate to the Spending
Policy

The Organizations have a policy of appropriating income from endowment funds as needed
but not in excess of applicable state law. The amount needed to fund the distributions is first
taken from the accumulated excess earnings from prior years, then from the accumulated
unexpended net appreciation of endowment funds and, conversely, any undistributed
income after the allocation of the total return distribution is added back to the temporarily
restricted balance of cumulative net unexpended gains. Over the long term, the Society
expects the current spending policy to allow its endowment to grow at an average of four
percent annually. This is consistent with the Society’s objective to maintain the purchasing
power of endowment assets held in perpetuity or for a specified term as well as to provide
additional real growth through new gifts and investment return.

Perpetual Trusts

The Society receives unrestricted income from various perpetual trusts held by third parties. The
Society’s beneficial interests in these trusts are recorded at their estimated fair values of
$1,247,840 and $1,356,361 as of December 31, 2015 and 2014, respectively. The Society’s
average annual yield on the estimated fair value of its beneficial interests in these trusts
(exclusive of net investment gains and losses) was approximately 6.56% and 4.54%, for the
years ended December 31, 2015 and 2014, respectively. The estimated fair value of these
beneficial interests is described in Note 4.

The Foundation receives unrestricted income from a perpetual trust held by a third party. As of
December 31, 2015 and 2014, the estimated fair value of the Foundation’s beneficial interest in
the trust is $375,255 and $406,096, respectively, and is considered permanently restricted.

The Foundation’s average annual yield on the estimated fair value of its beneficial interest in the
perpetual trust was approximately 2.56% and 4.79% for the years ended December 31, 2015
and 2014, respectively.

Grants Payable

During 2013, the Society made a grant to another nonprofit organization. The grant represents a
portion of the expenses to care for seven chimpanzees for the remainder of their lifetimes. As of
December 31, 2015, the chimpanzees’' ages range from four to six years of age and have
remaining expectancies ranging from 54 to 56 years. Annual expense inflation has been
assumed at 2.25%, and the estimated payments have been discounted at 4.5%. Remaining
payments, prior to discounting, were $3,818,702 at December 31, 2015.
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11.

12.

In addition, during 2014, the Society also made another multi-year grant. Remaining payments,
prior to discounting, were $50,000 at December 31, 2015. Future estimated grant payments are

as follows as of December 31, 2015:

Payable in less than one year $ 86,281
Payable in one to five years 153,473
Payable in over five years to 10 years 3,628,948
3,868,702

Less discount on amounts payable over
more than one year (2,657,046)
Grant payable $ 1,211,656

Leases

The Society leases its office space under the terms of a non-cancelable agreement classified as
an operating lease which expires July 31, 2018. The Foundation also leases its office space
under the terms of a non-cancelable agreement classified as an operating lease which expires
July 31, 2018.

The Society leases office equipment under the terms of two (2) non-cancellable agreements
classified as operating leases which expire in 2017.

Total rent expense for all operating leases for the years ended December 31, 2015 and 2014
was $118,379 and $116,167, respectively.

Future minimum annual payments under all non-cancelable operating leases are as follows at
December 31, 2015:

Operating
Leases
2016 $ 125,724
2017 121,115
2018 67,985
$ 314,824

Retirement Plan

The Society sponsors a Savings Incentive Match Plan for Employees (“SIMPLE”) 401(k) plan
covering substantially all employees. A SIMPLE is a qualified defined contribution retirement
plan for small employers that allows eligible employees to defer compensation on a pre-tax
basis, and requires the employer to make either matching contributions for eligible employees
who elect to participate, or non-elective contributions for all eligible employees (including those
who do not elect to participate but meet eligibility requirements).
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13.

14.

Eligible employees of the Society and Foundation have established individual accounts with a
gualified plan custodian and are 100% vested in their account balances. The amount of
expense recognized from employer contributions to the employee’s SIMPLE 401(k) accounts for
each of the years ended December 31, 2015 and 2014 is $30,039 and $30,528, respectively.

The Society’s policy is to fund contributions as they become payable.

Advertising Costs

Advertising costs are expensed as incurred. Advertising expense for the years ended
December 31, 2015 and 2014 is $23,965 and $25,897, respectively.

Related Party Transactions

The following related party transactions are recorded in the accompanying consolidated
financial statements for the years ended December 31:

Relationship to the Society

and the Foundation Transaction 2015 2014
Member of the Board of Commissions earned on
Managers investment brokerage

conducted through the
employer of the Member on

behalf of the Society $ 77,016 $ 89,002
Member of the Board of Investment advisory services
Managers and also the provided through the
Treasurer employer of the Member on
behalf of the Society and the
Foundation 172,861 166,849
Member of the Board of
Managers is also a
Member of the Board of
Managers of Ryerss Farm
for Aged Equines, a
nonprofit recipient of Contribution to Ryerss Farm for
grants from the Society Aged Equines 19,517 20,830

At December 31, 2015 and 2014, the Society had grants payable to Ryerss Farm for Aged
Equines in the amount of $2,719 and $6,815, respectively.
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Schedule | - Consolidating Statement of Financial Position

December 31, 2015

Assets

Cash and cash equivalents

Prepaid expenses

Receivables from estates and trusts

Due (to) from affiliate

Inventory

Furniture and equipment , net of accumulated
depreciation of $498,493 and $9,396

Long-term investments at fair value

Beneficial interests in perpetual trusts

Total assets
Liabilities and Net Assets

Liabilities
Accounts payable
Accrued compensation and related items
Deferred dues revenue
Grants payable
Other

Total liabilities
Net Assets
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

2015

The American

Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total
$ 2,545,574 $ 395,709 $ 2,941,283
36,036 - 36,036
288,327 2,337 290,664
2,409 (2,409) -
11,184 - 11,184
17,605 - 17,605
18,404,254 8,053,691 26,457,945
1,247,840 375,255 1,623,095
$ 22,553,229 $ 8,824,583 $ 31,377,812
$ 34,608 $ - $ 34,608
38,587 - 38,587
132,017 - 132,017
1,211,656 - 1,211,656
104,732 - 104,732
1,521,600 - 1,521,600
19,318,447 8,329,328 27,647,775
120,503 120,000 240,503
1,592,679 375,255 1,967,934
21,031,629 8,824,583 29,856,212
$ 22,553,229 $ 8,824,583 $ 31,377,812
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December 31, 2014

Assets

Cash and cash equivalents

Prepaid expenses

Receivables from estates and trusts

Due (to) from affiliate

Inventory

Furniture and equipment, net of accumulated
depreciation of $491,001 and $9,396

Long-term investments at fair value

Beneficial interests in perpetual trusts

Total assets
Liabilities and Net Assets

Liabilities
Accounts payable
Accrued compensation and related items
Deferred dues revenue
Grants payable
Other

Total liabilities
Net Assets
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

2014

The American
Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total
$ 2,257,664 $ 313,073 $ 2,570,737
43,872 - 43,872
195,191 - 195,191
2,567 (2,567) -
12,719 - 12,719
12,141 - 12,141
19,555,358 8,058,586 27,613,944
1,356,361 406,096 1,762,457
$ 23,435,873 $ 8,775,188 $ 32,211,061
$ 21,873 $ - $ 21,873
37,797 - 37,797
121,505 - 121,505
1,252,196 - 1,252,196
110,518 - 110,518
1,543,889 - 1,543,889
20,058,813 8,369,092 28,427,905
131,971 - 131,971
1,701,200 406,096 2,107,296
21,891,984 8,775,188 30,667,172
$ 23,435,873 $ 8,775,188 $ 32,211,061
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Year Ended December 31, 2015

Unrestricted Net Assets
Revenue, Gains and Other Support
Bequests

Investment income from long-term investments, net
of investment expenses of $87,445 and $85,416

Investment income from perpetual trusts

Dues

Contributions

Realized gains on long-term investments, net
Unrealized losses on long-term investments, net
Other income

Net assets released from restrictions
Total revenue, gains and other support

Expenses
Program services:
Campaigns and outreach
Animalearn
Alternatives research

Supporting services:
General and administrative
Fundraising

Total expenses

Decrease in unrestricted net assets

2015

The American

Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total
$ 1,031,639 $ - 1,031,639
496,815 37,686 534,501
69,313 10,000 79,313
215,388 - 215,388
343,449 32,985 376,434
342,936 369,846 712,782
(1,668,868) (112,294) (1,781,162)
86,407 - 86,407
917,079 338,223 1,255,302
21,739 - 21,739
938,818 338,223 1,277,041
1,084,067 - 1,084,067
200,047 - 200,047
- 342,412 342,412
1,284,114 342,412 1,626,526
173,195 35,300 208,495
221,875 275 222,150
395,070 35,575 430,645
1,679,184 377,987 2,057,171
(740,366) (39,764) (780,130)
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Schedule Il - Consolidating Statement of Activities and Changes in Net Assets (Continued)

Year Ended December 31, 2015

Temporarily Restricted Net Assets
Investment income from long-term investments
Investment income from perpetual trusts
Contributions
Realized gains on long-term investments, net
Unrealized losses on long-term

investments, net

Net assets released from restrictions

Increase (decrease) in temporarily
restricted net assets

Permanently Restricted Net Assets
Unrealized losses on beneficial interests
in perpetual trusts
Change in net assets

Net Assets, Beginning

Net Assets, Ending

2015

The American

Anti-Vivisection

Alternative

Research and
Development

Society Foundation Total

$ 4874 % - $ 4,874
16,128 - 16,128

- 120,000 120,000

16,131 - 16,131
(26,862) - (26,862)
(21,739) - (21,739)
(11,468) 120,000 108,532
(108,521) (30,841) (139,362)
(860,355) 49,395 (810,960)
21,891,984 8,775,188 30,667,172

$ 21,031,629 $ 8,824,583 $ 29,856,212
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Year Ended December 31, 2014

Unrestricted Net Assets
Revenue, Gains and Other Support
Bequests
Investment income from long-term investments, net
of investment expenses of $82,641 and $84,208
Investment income from perpetual trusts
Dues
Contributions
Realized gains on long-term investments, net
Unrealized losses on long-term investments, net
Other income

Net assets released from restrictions
Total revenue, gains and other support

Expenses
Program services:
Campaigns and outreach
Animalearn
Alternatives research

Supporting services:
General and administrative
Fundraising

Total expenses

Increase in unrestricted net assets

2014

The American
Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total
$ 1,189,569 $ - 1,189,569
582,866 56,001 638,867
49,639 18,315 67,954
217,183 - 217,183
292,202 36,097 328,299
416,570 502,043 918,613
(562,187) (178,316) (740,503)
57,975 - 57,975
2,243,817 434,140 2,677,957
24,356 - 24,356
2,268,173 434,140 2,702,313
1,224,712 - 1,224,712
185,074 - 185,074
- 311,998 311,998
1,409,786 311,998 1,721,784
182,281 34,229 216,510
254,078 275 254,353
436,359 34,504 470,863
1,846,145 346,502 2,192,647
422,028 87,638 509,666

25



The American Anti-Vivisection Society

Schedule IV - Consolidating Statement of Activities and Changes in Net Assets (Continued)

Year Ended December 31, 2014

Temporarily Restricted Net Assets
Investment income from long-term investments
Investment income from perpetual trusts
Unrealized gains on long-term
investments, net
Net assets released from restrictions

Increase in temporarily restricted net assets
Permanently Restricted Net Assets
Unrealized gains (losses) on beneficial interests
in perpetual trusts
Change in net assets

Net Assets, Beginning

Net Assets, Ending

2014

The American

Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total
$ 9,617 $ - $ 9,617
13,350 - 13,350
12,508 - 12,508
(24,356) - (24,356)
11,119 - 11,119
(62,600) 47,160 (15,440)
370,547 134,798 505,345
21,521,437 8,640,390 30,161,827
$ 21,891,984 $ 8,775,188 $ 30,667,172
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Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile changes in net assets
to net cash provided by operating activities:

Depreciation

Realized gains on long-term investments, net

Unrealized losses on long-term
investments, net

Unrealized net losses on beneficial interest
in perpetual trusts

(Increase) decrease in assets:
Prepaid expenses
Receivables from estates and trusts
Inventory

Increase (decrease) in liabilities:
Accounts payable
Accrued compensation and related items
Due to (from) affiliate
Deferred dues revenue
Grants payable
Other

Net cash provided by (used in) operating activities
Cash Flows from Investing Activities

Purchase of furniture and equipment

Purchases of long-term investments

Proceeds from sales and maturities of

long-term investments

Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents

Cash and Cash Equivalents, Beginning

Cash and Cash Equivalents, Ending

27

2015

The American
Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total

$ (860,355) $ 49,395 $ (810,960)
7,492 - 7,492
(359,067) (369,846) (728,913)
1,695,730 112,294 1,808,024
108,521 30,841 139,362
7,836 - 7,836
(93,136) (2,337) (95,473)
1,535 - 1,535
12,735 - 12,735
790 - 790

158 (158) -

10,512 - 10,512
(40,540) - (40,540)
(5,786) - (5,786)
486,425 (179,811) 306,614
(12,956) - (12,956)
(6,466,183) (1,932,940) (8,399,123)
6,280,624 2,195,387 8,476,011
(198,515) 262,447 63,932
287,910 82,636 370,546
2,257,664 313,073 2,570,737
$ 2,545574 $ 395,709 $ 2,941,283
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Schedule VI - Consolidating Statement of Cash Flows
Year Ended December 31, 2014

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile changes in net assets to net
cash provided by operating activities:

Depreciation

Realized gains on long-term investments, net

Unrealized losses on long-term
investments, net

Unrealized net (gains) losses on beneficial
interests in perpetual trusts

(Increase) decrease in assets:
Prepaid expenses
Receivables from estates and trusts
Inventory

Increase (decrease) in liabilities:
Accounts payable
Accrued compensation and related items
Due to (from) affiliate
Deferred dues revenue
Grants payable
Other

Net cash provided by (used in) operating activities
Cash Flows from Investing Activities

Purchase of furniture and equipment

Purchases of long-term investments

Proceeds from sales and maturities of

long-term investments

Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents

Cash and Cash Equivalents, Beginning

Cash and Cash Equivalents, Ending

28

2014

The American
Anti-Vivisection

Alternative
Research and
Development

Society Foundation Total
$ 370,547 $ 134,798 $ 505,345
4,646 - 4,646
(416,570) (502,043) (918,613)
549,679 178,316 727,995
62,600 (47,160) 15,440
(9,456) - (9,456)
273,931 - 273,931
(6,098) - (6,098)
6,774 - 6,774
2,151 - 2,151
4,253 (4,253) -
1,388 - 1,388
183,418 - 183,418
20,794 - 20,794
1,048,057 (240,342) 807,715
(12,610) - (12,610)
(8,707,395) (2,566,565) (11,273,960)
8,568,483 2,810,695 11,379,178
(151,522) 244,130 92,608
896,535 3,788 900,323
1,361,129 309,285 1,670,414
$ 2,257,664 $ 313,073 $ 2,570,737
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Schedule VII - Consolidated Schedule of Functional Expenses

Year Ended December 31, 2015

Grants

Contribution to Ryerss

Salaries

Employee benefits

Payroll taxes

Professional fees

Membership development

Office supplies

Telecommunications

Occupancy

Equipment rental and maintenance

Printing, publications, and postage

Design

Travel

Conferences, conventions, and
meetings

Office expense and miscellaneous

Insurance

Advertising

Research and information services

Consultant fees

Public relations

Depreciation

Educational material

2015

General and

Programs Administrative Fundraising Total
$ 476,563 $ - $ - % 476,563
19,517 - - 19,517
421,628 89,718 31,363 542,709
90,215 21,221 7,309 118,745
34,520 7,294 2,669 44,483
40,974 79,522 - 120,496
500 - 126,303 126,803
12,137 - - 12,137
14,553 441 357 15,351
101,809 11,346 5,224 118,379
39,636 - 10,163 49,799
217,279 150 34,917 252,346
7,727 - - 7,727
26,591 - - 26,591
36,848 - - 36,848
1,334 (1,885) - (551)
9,518 688 145 10,351
20,265 - 3,700 23,965
1,044 - - 1,044
25,328 - - 25,328
14,906 - - 14,906
7,492 - - 7,492
6,142 - - 6,142
$ 1,626,526 $ 208,495 $ 222,150 $ 2,057,171

29



The American Anti-Vivisection Society

Schedule VIII - Consolidated Schedule of Functional Expenses

Year Ended December 31, 2014

Grants

Contribution to Ryerss

Salaries

Employee benefits

Payroll taxes

Professional fees

Membership development

Office supplies

Telecommunications

Occupancy

Equipment rental and maintenance

Printing, publications, and postage

Design

Travel

Conferences, conventions, and
meetings

Office expense and miscellaneous

Insurance

Advertising

Research and information services

Consultant fees

Public relations

Depreciation

Educational material

2014
General and
Programs Administrative Fundraising Total
$ 625,454 $ - $ - $ 625,454
20,830 - - 20,830
428,485 91,162 31,892 551,539
88,748 20,070 6,911 115,729
35,826 7,570 2,770 46,166
32,636 79,056 - 111,692
250 - 136,409 136,659
11,097 - - 11,097
14,895 376 305 15,576
99,901 11,142 5,124 116,167
26,019 631 21,011 47,661
154,188 157 46,107 200,452
5,772 - - 5,772
29,257 - - 29,257
27,139 - - 27,139
2,308 5,649 - 7,957
9,383 697 149 10,229
22,222 - 3,675 25,897
42,426 - - 42,426
8,657 - - 8,657
26,270 - - 26,270
4,646 - - 4,646
5,375 - - 5,375
$ 1,721,784 $ 216,510 $ 254,353 $ 2,192,647
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