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Independent Auditor's Report

Board of Directors
Engineers Without Borders — USA, Inc.:

We have audited the accompanying financial statements of Engineers Without Borders — USA, Inc.,
which comprise the statements of financial position as of December 31, 2017 and 2016, and the
related statements of activities, functional expenses, 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 audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. 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 Engineers Without Borders — USA, Inc. as of December 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.

/%Mafmgu), Cacdlre * Cna‘(b, zcC.

April 2, 2018



Engineers Without Borders - USA, Inc.
Statements of Financial Position
December 31, 2017 and 2016

2017 2016

Assets:
Cash and cash equivalents $ 3,288,501 2,388,970
Investments (notes 2 and 3) 1,989,255 2,202,796
Grants receivable (note 1(1)) 237,222 81,161
Membership dues receivable 90,065 123,788
Prepaid expenses and other assets 137,862 181,400
Project advances 208,869 162,570
Funds held on behalf of EWB-I (note 6) 260,820 390,433
Furniture and equipment (note 4) 273,694 363,688

Total assets $ 6,486,288 5,894,806
Liabilities and Net Assets:
Accounts payable and accrued expenses $ 73,584 147,165
Accrued personnel costs 147,721 166,897
Deferred revenue 125,817 154,559
Refundable advance 200,000 -
Agency liability (note 6) 260,820 390,433

Total liabilities 807,942 859,054
Net assets:

Unrestricted 252,289 185,326
Temporarily restricted (note 7) 5,426,057 4,850,426

Total net assets 5,678,346 5,035,752
Commitments (notes 5, 8 and 9)

Total liabilities and net assets $ 6,486,288 5,894,806

See the accompanying notes to the financial statements.




Engineers Without Borders - USA, Inc.
Statement of Activities
Year Ended December 31, 2017

Temporarily
Unrestricted Restricted Total
Revenue, Gains and Support:
Contributions and grants $ 3,160,880 2,366,091 5,526,971
In-kind project mentor contributions 3,561,900 - 3,561,900
Membership dues 337,321 - 337,321
Conference revenue 85,801 - 85,801
Chapter fees 123,651 - 123,651
Other income 42,448 - 42,448
Investment return (note 2) 45,907 - 45,907
Net assets released from restrictions 1,790,460 (1,790,460) -
Total revenue, gains and support 9,148,368 575,631 9,723,999
Expenses:
Program services:
Projects 7,637,616 - 7,637,616
Education 283,253 - 283,253
Total program services 7,920,869 - 7,920,869
Supporting services:
General and administrative 420,822 - 420,822
Fund raising 739,714 - 739,714
Total supporting services 1,160,536 - 1,160,536
Total expenses 9,081,405 - 9,081,405
Change in net assets 66,963 575,631 642,594
Net assets at beginning of year 185,326 4,850,426 5,035,752
Net assets at end of year $ 252,289 5,426,057 5,678,346

See the accompanying notes to the financial statements.



Engineers Without Borders - USA, Inc.
Statement of Activities
Year Ended December 31, 2016

Temporarily
Unrestricted Restricted Total
Revenue, Gains and Support:
Contributions and grants $ 3,057,675 1,271,299 4,328,974
In-kind project mentor contributions 4,804,217 - 4,804,217
Membership dues 332,375 - 332,375
Conference revenue 223,023 - 223,023
Chapter fees 47,292 - 47,292
Other income 12,031 - 12,031
Investment return (note 2) 27,891 - 27,891
Net assets released from restrictions 1,855,475 (1,855,475) -
Total revenue, gains and support 10,359,979 (584,176) 9,775,803
Expenses:
Program services:
Projects 8,877,613 - 8,877,613
Education 512,254 - 512,254
Total program services 9,389,867 - 9,389,867
Supporting services:
General and administrative 370,577 - 370,577
Fund raising 558,563 - 558,563
Total supporting services 929,140 - 929,140
Total expenses 10,319,007 - 10,319,007
Change in net assets 40,972 (584,176) (543,204)
Net assets at beginning of year 144,354 5,434,602 5,578,956
Net assets at end of year $ 185,326 4,850,426 5,035,752

See the accompanying notes to the financial statements.
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Engineers Without Borders - USA, Inec.

Statements of Cash Flows

Years Ended December 31, 2017 and 2016

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation and amortization
Net realized and unrealized (gains) losses on investments
(Increase) decrease in operating assets:
Grants receivable
Membership dues receivable
Prepaid expenses and other assets
Project advances
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses
Accrued personnel costs
Deferred revenue
Refundable advance

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of furniture and equipment
Net sales of investments

Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See the accompanying notes to the financial statements.

2017 2016
$ 642,594 (543,204)
109,677 108,799
(2,208) 22,008
(156,061) 629,509
33,723 (16,593)
43,538 (84,156)
(46,299) (51,701)
(73,581) 66,305
(19,176) 24,337
(28,742) (21,514)

200,000 -
703,465 133,790
(19,683) (165,788)
215,749 147,784
196,066 (18,004)
899,531 115,786
2,388,970 2,273,184
$ 3,288,501 2,388,970




Engineers Without Borders—USA, Inc.
Notes to Financial Statements
December 31,2017 and 2016

(1) Summary of Significant Accounting Policies

(@)

(b)

(©

(d)

(e)

Organization

Engineers Without Borders - USA, Inc. (EWB-USA) was established in 2002 to connect
a developing community with a specific infrastructure need to engineers that can design a
solution to that need. EWB-USA’s projects seek to address some of the most prevalent
challenges facing developing communities, including water purification, sanitation,
transportation, renewable energy, and other infrastructure projects.

In addition, EWB-USA provides training and education for its volunteers to ensure that
its designs are appropriate and sustainable for the environment in which they are
constructed.

EWB-USA has over 16,000 volunteers within the USA organized within over 250
student and professional chapters. Some of the student chapters utilize the not-for-profit
status of their respective university and therefore, the financial activities of those chapters
are not reflected in the EWB-USA’s financial statements.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of
accounting, and accordingly, reflect all significant receivables, payables, and other
liabilities.

Basis of Presentation

EWB-USA reports information regarding its financial position and activities according to

three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets. EWB-USA has no permanently restricted net assets.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

EWB-USA considers all highly liquid investments with an original maturity of three
months or less and not held for long-term purposes to be cash equivalents.



Engineers Without Borders—USA, Inc.
Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

®

(®

(h)

(@)

@)

(k)

Investments

Investments in marketable securities with readily determinable fair values and all
investments in debt securities are reported at their fair values in the statement of financial
position. Fair value is determined as more fully described in note 3. Investment gain or
loss (including realized and unrealized gains and losses) are included in the change in net
assets in the statement of activities.

Concentration of Credit Risk

Financial instruments which potentially subject EWB-USA to concentrations of credit
risk consist principally of cash and cash equivalents, and investments in debt and equity
securities and temporary cash investments. EWB-USA places its cash and investments
with creditworthy, high-quality financial institutions. A significant portion of the funds is
not insured by the FDIC or related entity.

Project Advances

EWB-USA advances money to its members for travel and in-country project expenses
that are to take place in the future.

Furniture and Equipment

Furniture and equipment are stated at cost or, if donated, at fair value at date of donation.
Expenditures for and contributions of equipment with a fair value greater than $1,000 are
capitalized. Depreciation and amortization are computed using the straight-line method
over the estimated useful lives of the assets, ranging from three to ten years.

Contributions

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

Support that is restricted by the donor is reported as an increase in temporarily or
permanently restricted net assets, depending on the nature of the restriction. When the
donor restriction expires or the restricted activity is performed, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statement of activities
as net assets released from restrictions.

Grants and Contracts Revenue

Grant and contract awards generally specify the purpose for which the funds are to be
used. Revenue under grant and contract agreements is deemed earned and is reported as
revenue when EWB-USA has incurred expenditures or performed services in compliance
with the provisions of the grant and contract agreement.



Engineers Without Borders—USA, Inc.

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

)

(m)

()

Contributions and Grants Receivable

Unconditional contributions and grants receivable are recognized as revenue in the period
the pledge is received. Unconditional contributions and grants receivable are recognized
at net realizable value if expected to be collected in one year and at fair value if expected
to be collected in more than one year. EWB-USA uses the allowance method to
determine uncollectible contributions and grants receivable. The allowance is based on
management’s analysis of specific promises made. There is no allowance for
contributions and grants receivable at December 31, 2017 or 2016 as management
considers all pledges to be collectible due to past collection history. Grants receivable
total $237,222 and $81,161 at December 31, 2017 and 2016, respectively, and are
expected to be collected within one year.

Conditional contributions and grant receivables are recognized as revenue when the
conditions on which they depend are substantially met. During 2017, EWB received two
$1,000,000 conditional pledges. One pledge is subject to a $1,000,000 match from an
individual and a $1,000,000 match from an organization. The $1,000,000 match from an
individual has been obtained, but it is contingent upon the first donor following through
with their commitment. A $200,000 prepayment was received in 2017 from one of the
donors and has been recognized as a refundable advance as of December 31, 2017.

In-Kind Contributions

Donated materials, equipment, and services are reflected as contributions and
corresponding expenses at their estimated values at the date of donation. Donated
services are recognized as contributions if the services (a) create or enhance nonfinancial
assets or (b) require specialized skills, are performed by people with those skills, and
would otherwise need to be purchased. During the years ended December 31, 2017 and
2016, in-kind contributions consisted of international project professional services valued
at $3,561,900 and $4,804,217, respectively.

In addition, numerous volunteers have donated significant amounts of time to EWB-
USA’s program services. These services did not meet the requirement for recognition in
the financial statements and have not been recorded.

Deferred Revenue and Membership Dues

Membership dues which are billed and collected in advance are deferred and recognized
as revenue ratably over the membership period. Workshop fees received in advance of
the workshop date are recorded as deferred revenue until the workshop occurs. Contract
revenue received in advance of the commencement date are recorded as deferred revenue
until earned.

The American Society of Civil Engineers (ASCE) collects memberships on behalf of
EWB-USA. Memberships received through ASCE have been paid by cash transfers from
ASCE to EWB-USA. As of December 31, 2017 and 2016, memberships collected by
ASCE resulted in a receivable in the amount of $90,065 and $123,788, respectively, and
are included in membership dues receivable on the accompanying statement of financial
position.

10



Engineers Without Borders—USA, Inc.

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

@)

()

(p)

(@

Functional Expense Allocation

The costs of providing the various program services, activities, and related supporting
services have been summarized on a functional basis in the statement of functional
expenses. Accordingly, certain costs have been allocated among the appropriate
programs and supporting services benefited.

Income Taxes

EWB-USA is exempt from income taxes under Internal Revenue Code Section 501(c)(3)
and qualifies for the charitable contribution deduction. Income from activities not
directly related to EWB-USA’s tax-exempt purpose is subject to taxation as unrelated
business income. For the years ended December 31, 2017 and 2016, EWB-USA did not
incur taxes for unrelated trade or business income. EWB-USA follows guidance related
to the uncertainty in income taxes which requires management to determine whether a tax
position (and the related tax benefit) is more likely than not to be sustained upon
examination by the applicable taxing authority, based solely on the technical merits of the
position. After evaluating the tax positions taken, none are considered to be uncertain;
therefore, no amounts have been recognized as of December 31, 2017 or 2016. EWB-
USA is subject to routine audits by taxing jurisdictions; however, there are currently no
audits for any tax periods in progress. Management believes EWB-USA is no longer
subject to income tax examinations for years prior to December 31, 2014.

Subsequent Events

Management is required to evaluate, through the date the financial statements are issued
or available to be issued, events or transactions that may require recognition or disclosure
in the financial statements, and to disclose the date through which subsequent events
were evaluated. EWB-USA’s financial statements were available to be issued on April 2,
2018 and this is the date through which subsequent events were evaluated.

Investments

Investments are stated at their fair values and consist of the following at December 31:

2017 2016
Corporate debt securities $ 1,267,307 $1,574,130
Certificates of deposit 647,947 564,181
Mutual funds 69,801 61,356
Equity securities 4.200 3.129
Total $ 1,989,255 $2.202,796

The certificates of deposit have maturities ranging from two to five years and interest rates
ranging from 1% to 1.75%.

11



Engineers Without Borders—USA, Inc.
Notes to Financial Statements, Continued

@)

&)

Investments, Continued

Investment return is summarized below for the years ended December 31:

2017 2016
Interest and dividends $ 43,699 $ 49,899
Realized and unrealized net investment gains (losses) 2,208 (22,008)
Net investment return $ 45,907 $27.891

Fair Value Measurements

EWB-USA reports required types of financial instruments in accordance with fair value
accounting standards. Fair value 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. These standards require an entity to maximize the use of observable inputs (such as
quoted prices in active markets) and minimize the use of unobservable inputs (such as
appraisals or other valuation techniques) to determine fair value. Fair value measurement
standards also require EWB-USA to classify these financial instruments into a three-level
hierarchy based on the priority of inputs to the valuation technique, which allow for either
Level 2 or Level 3 reporting depending on lock up and notice periods associated with the
underlying funds. Instruments measured and reported at fair value are classified and disclosed
in one of the following categories:

Level 1 — Quoted prices are available in active markets for identical instruments as of the
reporting date. Instruments which are generally included in this category include listed
equity and debt securities publicly traded on an exchange, listed derivatives, cash and cash
equivalents.

Level 2 — Pricing inputs are other than quoted prices in active markets, which are either
directly or indirectly observable as of the reporting date, and fair value is determined
through the use of models or other valuation methodologies. Investments which are
generally included in this category include corporate and government bonds, less liquid
and restricted equity securities and certain over-the-counter derivatives.

Level 3 — Pricing inputs are unobservable for the instrument and include situations where
there is little, if any, market activity for the instrument. The inputs into the determination
of fair value require significant management judgment or estimation. Investments that are
included in this category generally include limited partnership interests in corporate
private equity and real estate funds, funds of hedge funds, and distressed debt.

In some instances, the inputs used to measure fair value may fall into different levels of the fair
value hierarchy. In such instances, an instrument’s level within the fair value hierarchy is based
on the lowest level of input that is significant to the fair value measurement. These
classifications (Levels 1, 2 and 3) are intended to reflect the observability of inputs used in the
valuation of investments and are not necessarily an indication of risk or liquidity.

Market price is affected by a number of factors, including the type of instrument and the
characteristics specific to the instrument, as well as the effects of market, interest and credit
risk. Instruments with readily available active quoted prices or for which fair value can be
measured from actively quoted prices generally will have a higher degree of market price
observability and a lesser degree of judgment used in measuring fair value. It is reasonably
possible that change in values of these instruments will occur in the near term and that such
changes could materially affect amounts reported in EWB-USA'’s financial statements.

12



Engineers Without Borders—USA, Inc.
Notes to Financial Statements, Continued

3)

@

Fair Value Measurements, Continued

The following table summarizes EWB-USA’s investments by the above fair value hierarchy
levels as of December 31, 2017:

Fair Value Level 1 Level 2 Level 3

Corporate debt securities $ 1,267,307 - 1,267,307 -
Certificates of deposit 647,947 - 647,947 -
Mutual funds 69,801 69,801 - -
Equity securities 4,200 4.200 - -

Total investments $ 1.989.255 74.001 1,915.254 -

The following table summarizes EWB-USA’s investments by the above fair value hierarchy
levels as of December 31, 2016:

Fair Value Level 1 Level 2 Level 3

Corporate debt securities $ 1,547,130 - 1,547,130 -
Certificates of deposit 564,181 - 564,181 -
Mutual funds 61,356 61,356 - -
Equity securities 3.129 3.129 - -

Total investments $ 2,202,796 64485 2,138,311 -

All assets have been valued using a market based approach, except for Level 2 assets. The fair
value of investments in marketable equity securities and mutual funds is based upon market
values and other observable inputs. The fair value of corporate debt securities is determined by
quoted market prices for similar assets or liabilities in active markets, as determined by the
custodians of the securities. The fair value of certificates of deposit is based on current interest
rates for debt instruments with similar characteristics, as estimated by the custodians of the
securities. There were no changes in the valuation techniques during the current year. EWB-
USA recognizes transfers between levels in the fair value hierarchy at the end of the reporting
period.

Furniture and Equipment

Furniture and equipment consists of the following at December 31:

2017 2016

Computers and equipment $ 10,932 81,370
Furniture and fixtures 15,128 15,128
Leasehold improvements 99,997 99,997
Vehicles 48,575 36,740
Website and software costs 508.561 500,713

683,193 733,948
Less accumulated depreciation and amortization (409.499) (370.260)

$ 273.694 363,688

13



Engineers Without Borders—USA, Inc.
Notes to Financial Statements, Continued

®)

(6)

9

@®

Leases

EWB-USA leases office space and equipment under operating leases that expire through May
31, 2023. The office lease is subject to a 3% rent escalator increase beginning January of each
year. Rent expense related to these leases totaled $72,500 and $67,016 for the years ended
December 31, 2017 and 2016. Minimum future lease payments under these lease agreements
are as follows for the years ending December 31:

2018 $ 85,144
2019 87,549
2020 90,025
2021 92,576
2022 95,203
Thereafter 47,703

$ 498.200

Agency Liability

EWB-USA collects and distributes assets on behalf of Engineers Without Borders-
International (EWB-I). During the year ended December 31, 2017, EWB-USA received
contributions and membership dues totaling $486,338 for the benefit of EWB-I and paid grants
and other expenses of $615,951 through this agency arrangement. During the year ended
December 31, 2016, EWB-USA received contributions and membership dues totaling
$213,979 for the benefit of EWB-I and paid grants and other expenses of $183,527 through
this agency arrangement. The remaining benefit to EWB-I at December 31, 2017 and 2016
totals $260,820 and $390,433, respectively, and is reflected as a liability in the statements of
financial position.

Temporarily Restricted Net Assets

Temporarily restricted net assets were available for the following purposes at December 31:

2017 2016
Student and professional chapters and
international projects $ 4,736,710 4,252,449
Tyler Palmer fund 86,308 86,885
2018 general operating support 315,000 -
General operating support for specific chapters 288.039 511,092
$ 5.426,057 4,850,426

During 2017 and 2016, temporarily restricted net assets totaling $1,790,460 and $1,855,475,
respectively, were released from restrictions by incurring expenses satisfying the restricted
purposes or the passage of time.

Line of Credit

EWB-USA has a $250,000 revolving line of credit with a bank. Under the terms of the
agreement, EWB-USA is required to maintain on deposit with the bank a compensating
balance of $500,000, which is included in cash and cash equivalents in the accompanying
statements of financial position. The line of credit agreement expires on August 24, 2018.
Borrowings on the line bear interest at the one-month London Interbank Offered Rate
(“LIBOR”) plus 3.5%. At December 31, 2017 and 2016, no amounts were outstanding on the
line.

14



Engineers Without Borders—USA, Inc.

Notes to Financial Statements, Continued

(9) Pension Plan

EWB-USA sponsors an employee 401(k) profit sharing plan which covers all employees.
EWB-USA makes a discretionary contribution each year equal to a percentage of each eligible
participant’s contributions. EWB-USA made matching contributions totaling $56,665 and
$58,045, respectively, for the years ended December 31, 2017 and 2016.
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