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Certified Public Accountants
Independent Auditors’ Report

The Board of Directors
Transition Habitat Conservancy
Pinon Hills, California

Report on the Financial Statements

We have audited the accompanying financial statéro&mransition Habitat Conservancy, which compribe
statement of financial position as of DecemberZ20, and the related statement of activities, tfanal expenses
and cash flows for the year then ended, and tiagegthotes to the financial statements.

Management’s Responsibility for the Financial Statments
Management is responsible for the preparation amdfesentation of these financial statementscooaance with
accounting principles generally accepted in thetééhStates of America; this includes the desigmlémentation,
and maintenance of internal control relevant topteparation and fair presentation of financiatesteents that are
free from material misstatement, whether due todrer error.

Auditor's Responsibility
Our responsibility is to express an opinion on ¢hisancial statements based on our audit. We adadwur audit in
accordance with auditing standards generally aedejot the United States of America. Those standagsire that
we plan and perform the audit to obtain reasonabirance about whether the financial statemeatéres from
material misstatement.

An audit involves performing procedures to obtamdigievidence about the amounts and disclosuréseifiinancial
statements. The procedures selected depend onuthioras judgment, including the assessment of tisks of
material misstatement of the financial statememk®ther due to fraud or error. In making those askessments, the
auditor considers internal control relevant to ¢éiméity’s preparation and fair presentation of timarficial statements
in order to design audit procedures that are apiatepin the circumstances, but not for the purpafsexpressing an
opinion on the effectiveness of the entity’s inroontrol. Accordingly, we express no such opinidn audit also
includes evaluating the appropriateness of accogriolicies used and the reasonableness of signifiaccounting
estimates made by management, as well as evaluh@rayerall presentation of the financial statetsien

We believe that the audit evidence we have obtasedfficient and appropriate to provide a basrsour audit
opinion.

19015 Town Center Drive, Suite 204 * Apple VallgyCalifornia 92308
(760) 241-6376 * Fax (760) 241-2011
messnerandhadley.com



Opinion

In our opinion, the financial statements referedliove present fairly, in all material respedts,financial
position of Transition Habitat Conservancy as ot@®uaber 31, 2020, and the changes in its net asséts
its cash flows for the year then ended in accorearith accounting principles generally acceptethin
United States of America.

Emphasis of Matter-New Accounting Pronouncement

As discussed in notes to the financial statemd@més)sition Habitat Conservancy adopted the promisio
of Accounting Standards Update ASU No. 2018-08NatProfit Entities (Topic 958) Clarifying the
Scope and Accounting Guidance for ContributionsdRexl and Constributions Made. The adoption of
this ASU did not result in a change to the accawgntor any of Transition Habitat Conservancy’s rave
streams; as such, no cumulative effect adjustmastrecorded. Our opinion is not modified with exsp
to this matter.

Emphasis of Matter-Prior Period Restatement

As discussed in Note 11 to the financial statemeagtatements resulting in changes of amounts
previously reported for net assets with donor re&gins and net assets without donor restrictioasaw
discovered during the audit. Accordingly, the amteueported for these items have been restatiin
financial statements. Our opinion is not modifieith respect to these matters.

777@4&%&1) £ Z/d&(&?/ LLP,
Messner & Hadley, LLP
Certified Public Accountants

Apple Valley, California
August 18, 2021



Transition Habitat Conservancy
Statement of Financial Position
December 31, 2020

Asset:
Cash and cash equivale
Restricted cas
Accounts receivable, r
Restricted investmer
Property and equipment, r
Conservation lant
Conservation easeme

Total assets

Liabilties and Net Asse
Accounts payable and accrued exp
Taxes payab
Funds held in escrc
Deferred revenut

Total liabilties

Net Asset
Without donor restrictions, as reste
Undesignate
Net property and equipme
Total without donor restricttiol

With donor restrictions, as resta

Total net assets
Total liabilties and net assets

See Notes to Financial Statements

$ 596,09
267,04t
22,46:
5,426,39
300,54¢
15,289,15
1,749,94

$ 23,651,640

$ 6,65¢
3,95¢
5,00(
4,96¢

20,586

597,97:
300,54
898,52(

22,732,53
23,631,054
$ 23,651,640




Transition Habitat Conservancy
Statement of Activities
Year Ended December 31, 2020

Without Dono  With Donoi

Restriction:  Restriction Tota
Revenue, Support, and Ge
Grants and contributio $ 168,08 1,900,07. $ 2,068,16
SBA Grant-Paycheck protection progt 63,69: 63,69:
Membership 4,88( - 4,88(
Fundraising incon 5,33¢ - 5,33t
Service fees - 57,063 57,063
In-lind labol 224,82: - 224,82
Interes 5 5
Return on investmer (35,849 (35,849
Othel 4,39¢ 109,94. 114,33
Net assets released from restrict 123,91. (123,912 -
Total revenue, support, and gains 595,130 1,907,318 2,502,448
Expense
Program services expel
Land acquisition and conservai 572,03: - 572,03
Supporting services expense
Management and Gene 373,80: - 373,80:
Total expenses 945,832 - 945,832
Change in Net Asse (350,702 1,907,31 1,556,61
Net Assets, Beginning of Year, as previously regm 1,403,02 20,671,41 22,074,43
Restateme (153,806 153,801 -
Net Assets, Beginning of Year, as rest 1,249,22. 20,825,21 22,074,43
Net Assets, End of Year $ 898,520% 22,732,534 $ 23,631,054

See Notes to Financial Statements 4



Transition Habitat Conservancy
Statement of Functional Expenses
Year Ended December 31, 2020

Program Service Managemet

Land anc
Conservatio Genera Total
Administrative $ 4662 $ 10,168 $ 14,830
Payroll 305,879 251,819 557,698
Professional Fees 122 15,816 15,938
Insurance 72 8,205 8,277
Occupan 12,124 65,353 77477
Depreciation 5,989 - 5,989
Stewardship and acquisition 243,183 22,440 265,623
Total expenses by function $ 572,031 $ 373,801 $ 945,832

See Notes to Financial Statements 5



Transition Habitat Conservancy
Statement of Cash Flows
Year Ended December 31, 2020

Cash flows from Operating Activiti
Change in net ass:
Adjustments to reconcile change in net assetsttoasd
from (used for) operating activit
Depreciatior
Gain on disposal of ass
Realized and unrealized (gain) loss on investr
Changes in operating assets and liab
Accounts receivable, r
Accounts payable and accrued exp
Deferred revenut
Taxes payab

Net Cash from (used for) Operating Activities

Cash Flows from Investing Activiti
Purchases of investme
Proceeds from sales of investm
Purchases of property and equipr
Proceeds from sales of property and equip
Purchases of conservation lands and ease

Net Cash used for Investing Activities

Net Change in Cash, Cash Equivalents, and Resti@ash
Cash, Cash Equivalents, and Restricted Cash, BegjiohYear
Cash, Cash Equivalents, and Restricted Cash, Evidanf

Supplemental Disclosure of cash Flow Informe
Cash paid during the year 1
interes

See Notes to Financial Statements

$ 1556,61

5,08¢
(3212
35,84

49,15(
(6,901
(8,326
(2,180
$ 1626985

(5,889,222
4,917,16
(40,943
14,00(

(1,050,434

(2,049,438)

(422,453)
1,285,595
$ 863142




Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 1 -  Principal Activity and Significant Accounting Policies

Organization

Transition Habitat Conservancy (the Organizatigrg nonprofit corporation operating in San Bernmaodi
and Los Angeles Counties, California. The Orgdiomés mission is to manage and restore lands and t
enforce any prohibitions of use.

The Organization’s primary sources of revenue akegiment grants, contributions from the publia an
fees from businesses requiring environmental ntibgaservices. These resources are spent restanithg
managing land and acquiring conservation land asdraents.

Cash, Cash Equivalents, and Restricted Cash

We consider all cash and highly liquid financiastiuments with original maturities of three monéns
less, which are neither held for nor restricteddmyors for long-term purposes, to be cash and cash
equivalents. Cash and highly liquid financial instients restricted for mitigation, acquisition cbperty,

or other long-term purposes are excluded fromdafition.

The following table provides a reconciliation osbacash equivalents, and restricted cash repwithih
the statement of financial position to the sumhaf torresponding amounts within the statement sifi ca
flows:

Cash in checking $ 753,676
Cash in savings and money markets 109,818
Cash on hand 352
$ 863,14
Cash and equivalel $ 596,09
Restricted cash and equivalents 267,046
$ 863,142

Receivables and Deferred Revenue

The Organization charges fees for mitigation amgioland management services. Generally, a ret&ine
received in advance of the performance of servied,charges are billed against the retainer. Firom

to time, services are performed before a new retagreceived. When the charges for services elxitee
retainer, the Organization reports a receivabléhelthe balance of the retainer exceeds the chéoges
services, deferred revenue is reported. The Orgdon does not believe any of the receivables at
December 31, 2020 are uncollectible.

Investments

Investments in marketable securities with readidyedninable fair values and all investments in debt
securities are reported at their fair values indtagement of net assets. Unrealized gains anddaa®
included in the change in net assets. InvestnmEaime and gains restricted by a donor are repaded
increases in unrestricted net assets if the réstmz are met (either by passage of time or by irs&)e
reporting period in which the income and gainsrasegnized



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 1 -  Principal Activity and Significant Acounting Policies (continued)

Property and Equipment

We record property and equipment additions oved&Lat cost, or if donated, at fair value on thie aé
donation. Depreciation is computed using the ditdige method over the estimated useful liveshaf t
assets ranging from 3 to 30 years. When assetsottteor otherwise disposed of, the cost and related
depreciation are removed from the accounts, andesuiting gain or loss is included in the statehaén
activities. Costs of maintenance and repairs tbatat improve or extend the useful lives of thgeesive
assets are expensed currently.

We review the carrying values of property and eougpt for impairment whenever events or circumstance
indicate that the carrying value of an asset maybeorecoverable from the estimated future cashdlo
expected to result from its use and eventual disposWhen considered impaired, an impairment igss
recognized to the extent carrying value exceedtaihgalue of the asset. There were no indicatbessset
impairment during the year ended December 31, 2020.

Conservation Lands and Easements

The Organization records land and land interestsoat if purchased or at fair value at the date of
acquisition, if all or part of the land was recelvas a donation. Fair value is generally deterchimg
appraisal at the time of acquisition and is notsggfently adjusted. Costs related to the acounsitf

land and land interests, such as appraisals, ssiraeg initial restoration, are included in thekast of
the land or land interest.

Conservation land is real property with significaawological value. The Organization’s portfolio of
conservation land includes land it intends to owd maintain in perpetuity and land it intends nsfer
to other organizations who will manage the landa similar fashion.

Conservation easements are comprised of listetsragit/or restrictions over the owned property ginant
the Organization the right to protect and or mikgthe property.

Acquisition Expenses
Costs associated with unsuccessful attempts taradqnd or land interests are expensed as program
expenses as soon as the Organization is notifegdhk acquisition will not be completed.

Net Assets
Net assets, revenues, gains, and losses are igld¢mfed on the existence or absence of dongraator-
imposed restrictions. Accordingly, net assets drahges therein are classified and reported asafsilo

Net Assets Without Donor Restrictions — Net assets available for use in general operatod not subject
to donor (or certain grantor) restrictions.

Net Assets With Donor Restrictions — Net assets subject to donor (or certain gramesfyrictions. Some
donor-imposed restrictions are temporary in natgueh as those that will be met by the passagmefdr
other events specified by the donor. Other donquesed restrictions are perpetual in nature, whege t
donor stipulates that resources be maintainedripepaity. Donor-imposed restrictions are releaskdn

a restriction expires, that is, when the stipuldted has elapsed, when the stipulated purposetiarh
the resource was restricted has been fulfilledhodin.



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 1 -  Principal Activity and Significant Acounting Policies (continued)

Revenue and Revenue Recognition

The Organization has adopted Accounting Standapdtaté (ASU) No. 20188, Not-For- Profit Entities
(Topic 958) Clarifying the Scope and Accounting Guidance for Contributions Received and Contributions
Made. The new guidance helps distinguish if gsamind contracts with resource providers are
exchange transactions or contributions. Ont&reaction is deemed to be a contribution, the) Ao
provides guidance to help determine when a corntdbus conditional and evaluates the possibiligtta
condition will not be met is remote. Unconditiogahtributions are recognized immediately and clizski
as either net assets with or without donor resbnst while conditional contributions received are
accounted for as a liability until the barriersetatittement are overcome, at which point the tratisa is
recognized as unconditional and classified as eitle¢ assets with or without restrictions. Restdis
reporting the year ending December 31, 2020 argepted under ASU No. 2018.

Contributions are recognized when the donor makesomise to give to the Organization that is, in
substance, unconditional. Contributions that astricted by the donor are reported as increase®tn
assets without donor restrictions if the restricsi@xpire in the fiscal year in which the contribos are
recognized. All other donor-restricted contribusoare reported as increases in net assets withr dono
restrictions depending on the nature of the rd&iris. When a restriction expires, net assets dadthor
restrictions are reclassified to net assets witdounbr restrictions and reported in the statemeattivities

as net assets released from restrictions.

In-Kind Contributions

Contributions of donated goods and services thedteror enhance non-financial assets or that eequir
specialized skills, are provided by individuals $essing those skills, and would typically need ¢o b
purchased if not provided by donation, are recometheir fair market value in the period receivdd-
kind contributions for the year ended December2B20 was $224,823.

Advertising Costs
Advertising costs are expensed as incurred, ancbaippated $603 during the year ended December 31,
2020.

Functional Allocation of Expenses

The costs of program and supporting services giebvinave been summarized on a functional bagtsein
statement of activities. The statement of functi@xpenses presents the natural classificationl déta
expenses by function. Accordingly, certain costgehaeen allocated among the programs and supporting
services benefited. The expenses that are allotatkaie occupancy, depreciation, insurance arafest,
which are allocated on a square footage basiselisawsalaries and wages, benefits, payroll taxbish

are allocated on the basis of estimates of timee#fodt.

Income Taxes

Transition Habitat Conservancy is organizeda@gornia nonprofit corporations and has been recognized
by the IRS as exempt from federal income taxes wiRig Section 501(a) as an organization described i
IRC Section 501(c)(3), qualifies for the charitabtetribution deduction, and has been determinédono
be a private foundation. We are annually requiteilé a Return of Organization Exempt from Income
Tax (Form 990) with the IRS. In addition, it is gt to income tax on net income that is derivexfr
business activities that are unrelated to our exgmposes. We have determined that we are noesubj
to unrelated business income tax and have not direBExempt Organization Business Income Tax Return
(Form 990-T) with the IRS

9



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 1 -  Principal Activity and Significant Acounting Policies (continued)

Estimates

The preparation of financial statements in confoynwith generally accepted accounting principles
requires us to make estimates and assumptionaffieat the reported amounts of assets and liadslidit
the date of the financial statements and the reg@ounts of revenues and expenses during theirgpo
period. Actual results could differ from those esttes, and those differences could be material.

Financial Instruments and Credit Risk

We manage deposit concentration risk by placing,ca®ney market accounts, and certificates of depos
with financial institutions believed by us to beeditworthy. At times, amounts on deposit may exceed
insured limits or include uninsured investmentgrianey market mutual funds. To date, we have not
experienced losses in any of these accounts. Qiskliassociated with accounts receivable and mesni

to give is considered to be limited due to highdrisal collection rates and because substantidiqmns of

the outstanding amounts are due from Board mem@p@evernmental agencies, and foundations supportive
of our mission. Investments are made by diversifiwdstment managers whose performance is monitored
by us and the investment committee of the Boaiiadctors. Although the fair values of investmesits
subject to fluctuation on a year-to-year basisame the investment committee believe that the invest
policies and guidelines are prudent for the longitevelfare of the organizations.

New Accounting Standards

Financial Accounting Standards Board (FASB) hassdsASU No. 2014-09, Revenue from Contracts with
Customers, as amended by ASU No. 2015-14, whichrsages or replaces nearly all USGAAP revenue
recognition guidance. This standard establishegva contract and control-based revenue recognition
model, changes the basis for deciding when reventeeognized over time or at a point in time, it
expand disclosures about revenue. ASU No. 201498mended by ASU No. 2020-05, is effective for
nonpublic entities for fiscal years beginning aficember 15, 2019 and interim periods within fisca
years beginning after December 15, 2020. The Org#on is currently assessing the impact of this ne
standard.

New Accounting Standards (continued)

In February 2016, FASB issued ASU No. 2016-02, kedJ opic 842), to increase the transparency and
comparability about leases among entities. The gndgdance requires lessees to recognize a leadityiab
and a corresponding lease asset for virtuallyeabé contracts. It also requires additional discessabout
leasing arrangements. ASU No. 2016-02, as amengedSty No. 2019-10, is effective for nonpublic
entities for fiscal years beginning after Decenti&r2020 and interim periods within fiscal yeargibaing
after December 15, 2021. ASU No. 2016-02 inally specified a modified retrospective trsins
method which requires the entity to initially apphe new leases standard at the beginning of thiesa
period presented in the financial statements. in 2018, FASB issued ASU No. 2018-11, Leases (Topic
842): Targeted Improvements, providing a secontippal transition method which allows the entity to
apply the new standard at the adoption date arajnire a cumulative-effect adjustment to the opgnin
balance of retained earning in the period of adop{The Organization is currently assessing theahpf

this new standard, including the two optional titdms methods. On June 3, 2020, FASB issues ASU No.
2020-05, Revenue from contract with Customers (@ 60i6) and Leases (Topic 842) Effective Dates for
Certain Entities which moved the effective datetlof standard back to fiscal years beginning after
December 15, 2021 and interim periods within figears beginning after December 15, 2022.

10



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 2 - Liquidity and Availability

Financial assets available for general expendithed,is, without donor or other restrictions limg their
use, within one year of the date of the statemgfihancial position, comprise the following:

Financial assets at year end:

Cash and cash equivalents 863,142
Investments 5,426,390
Total financial assets 6,289,532

Less amounts not available to be used within oae&: ye

Net assets with donor restrictions 5,693,436
Financial assets available to meet general expeadit
over the next twelve months $ 596,096

Note 3 - Fair Value Measurements

Unless otherwise indicated, the fair values ofrgflorted assets and liabilities, which represeraritial
instruments, none of which are held for tradingo@ses approximate carrying values of such compsenent

Note 4 - Property and Equipment

Property and equipment consists of the followin®atember 31, 2020:

Land and improvemer $ 55,00(
Buildings and improvemer 222,131
Vehicles 117,74
Furniture and equipme 37,60«
432,48

Less accumulated depreciat (131,941
$ 300,548

Depreciation expense totaled $5,989 for the yede@mecember 31, 2020.
Note 5 - Conservation Lands

Conservation lands consisted of the following at&meber 31, 2020:

Completed acquisitions $ 15,289,150
Acquisitions in progress -

_$ 15289150

11



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 6 - Conservation Easements

Conservation easements consisted of the followirigeaember 31, 2020:

Completed acquisitions $ 1,747,875
Acquisitions in progress 2,073
$ 1,749,948

Note 7 - Paycheck Protection Program Loan

On April 10, 2020, the Organization was grantedamlfrom Chase Bank in the amount of $63,692 under
the Paycheck Protection Program (PPP). The PPdhlissted as part of the Coronavirus Aid, Relief and
Economic Security Act (CARES Act), and as amendethb Paycheck Protection Program Flexibility Act
of 2020 (the PPP Flexibility Act), provides for fis1to qualifying businesses for amounts up to ihgg

of the average monthly payroll expenses of theifyirad) business. The proceeds are forgivable ag b
the borrower uses the proceeds during the covergddofor eligible purposes, including payroll, léits,
rent and utilities, spends a minimum amount ofgheceeds for payroll costs, and maintains its phyro
levels. The amount of forgiveness will be redudelle borrower terminates employees or reducesiesala
during the covered period, with certain exceptidrige unforgiven portion of PPP proceeds issuedunde
the CARES Act is payable over two years at an @sterate of 1%, with a deferral of payments forftist

six months.

The Organization has accounted for the loan asndittonal contribution and has recognized the loan
forgiveness of $63,692 as a contribution for tharyended June 30, 2020 as management has determined
that all conditions for forgiveness were met befggar end.

Note 8 - Fair Value Measurements and Disclosures

We report certain assets at fair value in the fingnstatements. Fair value is the price that wddd
received to sell an asset in an orderly transadtiae principal, or most advantageous, markdhat
measurement date under current market conditiarerdiess of whether that price is directly obselevab
or estimated using another valuation techniqueutthpsed to determine fair value refer broadlyhi t
assumptions that market participants would usericing the asset, including assumptions about risk.
Inputs may be observable or unobservable. Obseruabilits are inputs that reflect the assumptionketa
participants would use in pricing the asset basetharket data obtained from sources independethieof
reporting entity. Unobservable inputs are inputs tieflect the reporting entity’s own assumptiobswt

the assumptions market participants would useiging the asset based on the best information atvail

A three-tier hierarchy categorizes the inputs #svics:

Level 1 — Quoted prices (unadjusted) in active m@rKor identical assets that we can access at the
measurement date.

Level 2 — Inputs other than quoted prices includétiin Level 1 that are observable for the assiétee
directly or indirectly. These include quoted prides similar assets in active markets, quoted price
identical or similar assets in markets that areaative, inputs other than quoted prices that asevable
for the asset, and market-corroborated inputs.

12



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 8 - Fair Value Measurements and Disclosurésontinued)

Level 3 — Unobservable inputs for the asset. Isalstuations, we develop inputs using the bestnmétion
available in the circumstances.

In some cases, the inputs used to measure thealaig of an asset might be categorized within diffie
levels of the fair value hierarchy. In those caes fair value measurement is categorized inntsey in

the same level of the fair value hierarchy as theekt level input that is significant to the entire
measurement. Assessing the significance of a péatiinput to entire measurement requires judgment,
taking into account factors specific to the asEee categorization of an asset within the hieraislyased
upon the pricing transparency of the asset and doesecessarily correspond to our assessmenteof th
quality, risk, or liquidity profile of the asset.

The following table presents assets measuredravdaie on a recurring basis, except those measired
cost per share as a practical expedient as idehiifi the following, at December 31, 2020

Quoted
Prices i Significan
Active Market: Othel Significan
for Identica  Observabl Unobservabl
Assets Inputs Inputs
Total Level ] Level z Level ¢
Cash and money market (atc $ 68387. $ 68387. $ - $ -
Equities 1,551,36 1,551,36 - -
Fixed Income and preferre 3,086,382 3,086,82 - -
Alternative investmen 104,33: 104,33: - -
$ 5426390 $ 5426,390 $ - $ -

Note 9 - Net Assets with Donor Restrictions
Net assets with donor restrictions are restrictedife following purposes or periods at Decembe2820

Subject to expenditure for specified purp

Cash and equivalel $ 267,04
Restricted investmer 424 66:
Endowment func 5,001,72
Conservation lan 17,039,09
_$ 2273253

13



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 10 - Endowment Funds

The Organization’s permanently restricted endowsiemére established with contributions for the
perpetual management of a conservation lands asdnmemts. As required by generally accepted
accounting principles, net assets associated wilbvement funds are classified and reported baseadeon
existence or absence of donor-imposed restrictions.

The Organization has interpreted the State Prudamagement of Institutional Funds Act (SPMIFA) as
requiring the preservation of the fair value of thiigginal gift as of the gift date of donor-rested
endowment funds absent explicit donor stipulatimnthe contrary. As a result of this interpretafithe
Organization classifies as permanently restrictedassets (1) the original value of gifts donatedhe
permanent endowment, (2) the original value of sgbent gifts to the permanent endowment, and (3)
accumulations to the permanent endowment madecordance with the direction of the applicable donor
gift instrument at the time the accumulation isedido the fund. The remaining portion of the denor
restricted endowment fund that is not classifiedpa@rmanently restricted net assets is classified as
temporarily restricted net assets until those artsoare appropriated for expenditure by the Orgaioiza

in a manner consistent with the standard of pruel@nescribed by SPMIFA. In accordance with SPMIFA,
the Organization considers the following factorsnaking the determination to appropriate or acciateul
donor-restricted endowment funds: (1) the duratiog preservation of the various funds, (2) theppses

of the donor-restricted endowment funds, (3) gdnecanomic conditions, (4) the possible effect of
inflation and deflation, (5) the expected totauratfrom income and the appreciation of investme(s
other resources of the Organization, and (7) thgafization’s investment policies.

The Organization has adopted investment and spgrmbiicies for endowment assets that attempt to
subject the funds to low investment risk and previde earnings needed for the established purposes.
Endowment assets are invested in equities, exchaaded and closed-end funds, mutual funds, and uni
investment trusts.

The endowments for the perpetual management ofecaaiion land and easements were established by
contributions subject to restrictions, so theydassified as permanently restricted. A PECAR &perty
Cost Analysis Report was developed to establishetkgected per-acre cost of providing perpetual
management of the conservation easements anddbernpivalue of the original endowments based on an
expected 3.50% return per annum. In keeping dithors’ intents, earnings from endowments will
accumulate in the permanent fund for three ye&sbsequent earnings will be recorded as temporarily
restricted net assets until they are appropriaiedgending.

14



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2020

Note 10 - Endowment Funds (continued)

The composition of endowment net assets and thagelsan endowment net assets are as follows:

Without With
Donor Donor
Restriction Restriction Total
Endowment net assets,

January 1, 2020 $ - $ 4372843 $ 4,372,843
Contributions - 688,989 688,989
Investment income, net of expenses - (30,900) (30,900)
Net appreciation 163,246 163,246
Amounts appropriated for transfers - (192,451) (192,451)

Endowment net assets,
December 31, 2020 $ -$ 5001727 $ 5,001,727

Note 11- Prior Period Restatement

The statement of financial position and stateméattvities have been restated to correct ermogior
years relating to the classification of net assétse effect of the net asset restatement wasaadse in
net assets with restrictions at December 31, 20$9%3,806 and a corresponding decrease to nekasse
without restrictions of $153,806.

Note 12- Subsequent Events

We have evaluated subsequent events through AL§ug021, the date the financial statements were
available to be issued.
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