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Independent Auditors’ Report

The Board of Directors
Transition Habitat Conservancy
Pinon Hills, California

Opinion

We have audited the accompanying financial statéofernwhich comprise the statement of financiadigon
as of December 31, 2023, and the related stateofi@ativities, functional expenses and cash floorstiie
year then ended, and the related notes to thedimlastatements.

In our opinion, the financial statements referr@alove present fairly, in all material respedts, financial
position of Transition Habitat Conservancy as of&aber 31, 2023, and the changes in its net casetits
cash flows for the year then ended in accordantdeagicounting principles generally accepted indhéed
States of America.

Basis for Opinion

We conducted our audit in accordance with audisitamdards generally accepted in the United Stdtes o

America. Our responsibilities under those starslaré further described in the Auditors’ Respoligds
for the Audit of the Financial Statements sectibour report. We are required to be independenamd to
meet our other ethical responsibilities in accoogawith the relevant ethical requirements relatmgur
audit. We believe that the audit evidence we hétaioed is sufficient and appropriate to provideais for
our audit opinion.

Responsibility of Management for the Financial Stagments

Management is responsible for the preparation aid dresentation of these financial statements in

accordance with accounting principles generallyeptad in the United States of America; this inchitiee
design, implementation, and maintenance of intezoatrol relevant to the preparation and fair pnéstgon
of financial statements that are free from mateneistatement, whether due to fraud or error.

In preparing the financial statements, managensentdquired to evaluate whether there are conditiwns
events, considered in the aggregate, that raisstamuial doubt about Transition Habitat Conservancy
ability to continue as a going concern within oeaiyafter the date that the financial statemeetsaailable
to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurdrmgt ahether the financial statements as a whadrae
from material misstatement, whether due to fraudroor, and to issue an auditors’ report that idefiour
opinion. Reasonable assurance is a high levelsafrasce but is not absolute assurance and theisfoo
a guarantee that an audit conducted in accordaiitte generally accepted auditing standardd walivays
detect a material misstatement when it exists.
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The risk of not detecting a material misstatemestiting from fraud is higher than for one resgtirom
error, as fraud may involve collusion, forgerygintional omissions, misrepresentations, or therimepf
internal control. Misstatements are considered riztiéthere is a substantial likelihood that, imdually

or in the aggregate, they would influence the judgtrmade by a reasonable user based on the fihancia
statements.

In performing an audit in accordance with generatigepted auditing standards, we:

* Exercise professional judgement and maintain psadesl skepticism throughout the
audit.

» Identify and assess the risks of material misstatgrof the financial statements, whether
due to fraud or error, and design and perform guditedures responsive to those risks.
Such procedures include examining, on a test bagidence regarding the amounts and
disclosures in the financial statements.

» Obtain an understanding of internal control relétarthe audit in order to design audit
procedures that are appropriate in the circumstiee not for the purpose of
expressing an opinion on the effectiveness of TtiandHabitat Conservancy’s internal
control. Accordingly, no such opinion is expressed.

» Evaluate the appropriateness of accounting policsesi and the reasonableness of
significant accounting estimates made by manageraenell as evaluate the overall
presentation of the financial statements.

* Conclude whether, in our judgment, there are camditor events, considered in the
aggregate, that raise substantial doubt about ifi@m$iabitat Conservancy’s ability to
continue as a going concern for a reasonable pefitiche.

We are required to communicate with those chargédgovernance regarding, among other matters, the
planned scope and timing of the audit, signifiGmdit findings, and certain internal control rethteatters
that we identified during the audit.

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

Apple Valley, California
May 30, 2024



Transition Habitat Conservancy

Statement of Financial Position
December 31, 2023

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 expi

Taxes payab
Funds held in escrc
Deferred revenut

Total liabilties

Net Asset
Without donor restrictior
Undesignate

Net property and equipme
Total without donor restricttiol

With donor restrictior
Total net assets

Total liabilties and net assets

See Notes to Financial Statements

$ 143274
9,30«

48,96(
8,562,06
281,14
21,578,49
1,757,94

$ 33,670,667

$ 307,61
7,17(

166,83
68,07:

549,689

932,02(
281,14

1,213,16

31,907,81

33,120,978

$ 33,670,667




Transition Habitat Conservancy
Statement of Activities
Year Ended December 31, 2023

Revenue, Support, and Ge
Grants and contributio
Membership
Fundraising inconr
Service fees
Mitigation credits
In-kind labol
Return on investmer
Othel
Net assets released from restrict

Total revenue, support, and gains
Expense
Program services expel
Land acquisition and conservai

Supporting services expense
Management and Gene

Total expenses
Change in Net Asse

Net Assets, Beginning of Ye

Net Assets, End of Year

See Notes to Financial Statements

Without Dono  With Donol
Restriction:  Restriction: Tota

$ 35946( $ 9,191,727 $ 9,551,19

97( - 97C
10,64¢ - 10,64¢
- 254,381 254,381
437,700 437,700
281,611 - 281,61(
695,10: 695,10:
3,131 - 3,13i
297,27! (297,279 -

1,390,810 9,843,929 11,234,739

1,396,75 - 1,396,75
146,811 - 146,81t
1,543,573 - 1,543,573

(152,763 9,843,92 9,691,16

1,365,92 22,063,88 23,429,81

$ 1,213,165% 31,907,813 $ 33,120,978




Transition Habitat Conservancy
Statement of Functional Expenses
Year Ended December 31, 2023

Program Service Managemet

Land anc
Conservatio Genera Total
Administrative $ 17040 $ 10966 $ 28,006
Payroll 642,900 28,898 671,798
Professional Fees 3,500 23,005 26,505
Insurance 16,970 5,490 22,460
Occupan 4,202 12,693 16,895
Depreciation 9,295 2,324 11,619
Stewardship and acquisition 702,850 63,440 766,290
Total expenses by function $ 1,396,757 $ 146,816 $ 1543573

See Notes to Financial Statements 5



Transition Habitat Conservancy

Statement of Cash Flows
Year Ended December 31, 2023

Cash flows from Operating Activiti
Change in net assi
Adjustments to reconcile change in net assetsttoas
from (used for) operating activiti
Depreciatior
Realized and unrealized (gain) loss on investr
Changes in operating assets and liab
Accounts payable and accrued exp
Funds held in escrc
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
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, BegiohYear
Cash, Cash Equivalents, and Restricted Cash, Evidanf

Supplemental Disclosure of cash Flow Informe
Cash paid during the year fi
Interes

See Notes to Financial Statements

$ 9,691,16

11,61
(695,101

301,05
161,83;
(8,531

(744

$ 9,461,296

(3,539,66¢
274,08

(1,288

(6,021,75¢

(9,288,628)

172,668
1,269,385
$ 1,442,053




Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

Note 1 -  Principal Activity and Significant Accounting Policies

Organization

Transition Habitat Conservancy (the Organizatisrg nonprofit corporation operating in San Bermardi
Kern and Los Angeles Counties, California. Theadigation’s mission is to manage and restore lands
and to enforce any prohibitions of use.

The Organization’s primary sources of revenue akegiment grants, contributions from the publi@ 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 financiadtimments with original maturities of three montis
less, which are neither held for nor restricteddoyors 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 fromdafmition.

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

Cash in checking $ 1,252,870
Cash in savings and money markets 188,948
Cash on hand 235
$ 1,442,05
Cash and equivalet $ 143274
Restricted cash and equivalents 9,304
$ 1,442,053

Receivables and Deferred Revenue

The Organization charges fees for mitigation amgioland management services. Generally, a retsine
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 receivablehelthe balance of the retainer exceeds the chéoges
services, deferred revenue is reported. The Orgdon does not believe any of the receivables at
December 31, 2023 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. InvestnmaEaime and gains restricted by a donor are repaded
increases in unrestricted net assets if the réstng 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, 2023

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

Property and Equipment

We record property and equipment additions ovedLat cost, or if donated, at fair value on thie aé
donation. Depreciation is computed using the dttdige method over the estimated useful liveshef t
assets ranging from 3 to 30 years. When assetsotdteor otherwise disposed of, the cost and related
depreciation are removed from the accounts, andesulting gain or loss is included in the statenhwdn
activities. Costs of maintenance and repairs thatat improve or extend the useful lives of thepessive
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 exceedfihgalue of the asset. There were no indicabbesset
impairment during the year ended December 31, 2023.

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 deterchime
appraisal at the time of acquisition and is notssgjpiently adjusted. Costs related to the acqunsit

land and land interests, such as appraisals, ssiraey initial restoration, are included in theka@st of
the land or land interest.

Conservation land is real property with significaaological value. The Organization’s portfolio of
conservation land includes land it intends to owd maintain in perpetuity and land it intends amsfer
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 mikge property.

Acquisition Expenses
Costs associated with unsuccessful attempts taradand 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 operatnd not subject
to donor (or certain grantor) restrictions.

Net Assets With Donor Restrictions — Net assets subject to donor (or certain gramesfrictions. Some
donor-imposed restrictions are temporary in natgueh as those that will be met by the passagmefdr
other events specified by the donor. Other dongreised 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 stipuldtee has elapsed, when the stipulated purposwtiarh
the resource was restricted has been fulfilledhodin.



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

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

Revenue and Revenue Recognition

Revenue and support are reported as increases assets without donor restrictions unless theofislee
related assets is limited by donor-impose restmsi Expenses are reported as decreases in n&t asse
without donor restrictions. Investment income atiteo assets or liabilities are reported as increase
decreases in net assets without donor restrictinless their use is restricted by explicit dongouation.

When a donor’s restriction is satisfied, eitherdsing the resources in a manner specified by therdar
by the passage of time, the expiration of the iat&in is reported in the financial statements by
reclassifying the net assets from net assets witloidrestrictions to net assets without donor icgins.

Contributions are recognized when the donor makesomise to give to the Organization that is, in
substance, unconditional. Contributions that astricged 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.

Contract revenue is recognized when performanciatidns are satisfied in an amount equal to the
amount of transaction price allocated to that perémce obligation.

Contributions are recognized when cash, or othegtasand unconditional promise to give, or naitfian
of beneficial interest is received. Contributionghwdonor-imposed stipulations are recorded assstts
with donor restrictions; otherwise, the contribn8aare recorded as net assets without donor testsc

Unconditional promises to give are recognized asrees in the period received and as assets, desrea
of liabilities, or expenses depending on the fofrthe benefits received. Conditional promises tegire
recognized only when the conditions on which thegeahd are substantially met and the promises become
unconditional. Beneficiary designation in a donowndl is considered an intention to give and is not
recognized until after the death of the donor dmedprobate court has declared the will valid amdvi@ue

of the estate has been determined.

The Organization’s current grants are non-excharagesactions. Certain grant revenue may be cladsif
as with donor restrictions and subsequently retbfreen restrictions upon attaining certain perfonta
requirements and/or the incurrence of allowabldifyireg expenditures.

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 recomtetheir fair market value in the period receivdd-
kind contributions for the year ended December2B23 was $281,610.

Advertising Costs
Advertising costs are expensed as incurred, anczaippated $3,474 during the year ended December 31,
2023.



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

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

Functional Allocation of Expenses

The costs of program and supporting services sievihave been summarized on a functional badieein
statement of activities. The statement of functi@xpenses presents the natural classificationl déta
expenses by function. Accordingly, certain costgeehzeen allocated among the programs and supporting
services benefited. The expenses that are allogatkdie occupancy, depreciation, insurance aretést,
which are allocated on a square footage basiselisawsalaries and wages, benefits, payroll taxbgh

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

Income Taxes

The Organization is exempt from federal and staterne taxes under the provisions of Internal Resenu
Code Section 50I(c)(3). Accordingly, no provisionliability for income taxes has been providedhe t
financial statements.

Estimates

The preparation of financial statements in confoymiith generally accepted accounting principles
requires us to make estimates and assumptionsffieat the reported amounts of assets and liadslidit
the date of the financial statements and the red@mounts of revenues and expenses during theingpo
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 placiny,casney market accounts, and certificates of depos
with financial institutions believed by us to besditworthy. At times, amounts on deposit may exceed
insured limits or include uninsured investmentarianey 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 substantidiqns of

the outstanding amounts are due from Board memg@evernmental agencies, and foundations supportive
of our mission. Investments are made by diversifieéstment managers whose performance is monitored
by us and the investment committee of the Boafdidctors. Although the fair values of investmeaite
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.

Leases

The Organization determines if an arrangement oatains a lease at inception. Leases are included
right-of-use (ROU) assets and lease liabilitiethim statement of financial position. ROU assetslaase
liabilities reflect the present value of the futuninimum lease payments over the lease term, and RO
assets also include prepaid or accrued rent. Opgraiase expense is recognized on a straightlirses
over the lease term. The Organization does notrrétOU assets and leases liabilities for its shemt
leases (leases with a term of 12 months or lessledd, the lease payments of those leases amteatps
lease expense on a straight-line basis over tise keam.

10



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

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 statemEfihancial position, comprise the following:

Financial assets at year end:

Cash and cash equivalents $ 1,442,053
Investments 8,562,062
Total financial assets 10,004,115

Less amounts not available to be used within oae: ye

Net assets with donor restrictions 8,571,366
Financial assets available to meet general expeeslit
over the next twelve months $ 1,432,749

Note 3 - Fair Value Measurements

Unless otherwise indicated, the fair values ofr@florted assets and liabilities, which represeraritial
instruments, none of which are held for tradingooses approximate carrying values of such compenent

Note 4 - Property and Equipment
Property and equipment consists of the followin®atember 31, 2023:

Land and improvemer $ 55,00(
Buildings and improvemer 222,13
Vehicles 117,74
Field equipmet 16,91¢
Software 16,86¢
Furniture and equipme 14,65!
443,32.

Less accumulated depreciat (162,177
$ 281,145

Depreciation expense totaled $11,619 for the yede@ December 31, 2023.
Note 5- Conservation Lands
Conservation lands consisted of the following at&weber 31, 2023:

Completed acquisitions $ 21,578,499
Acquisitions in progress -

8 21578499

11



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

Note 6 - Conservation Easements
Conservation easements consisted of the followirigeaember 31, 2023:

Completed acquisitions $ 1,755,875
Acquisitions in progress 2,073
$ 1,757,948

Note 7 - 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 transagctiathe principal, or most advantageous, markeheat
measurement date under current market conditiarerdiess of whether that price is directly obselevab
or estimated using another valuation techniqueuttpsed 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. Obserualits are inputs that reflect the assumptionketa
participants would use in pricing the asset basenharket data obtained from sources independethieof
reporting entity. Unobservable inputs are inputs tieflect the reporting entity’s own assumptiobhswt

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

A three-tier hierarchy categorizes the inputs #isvics:

Level 1 — Quoted prices (unadjusted) in active re@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 assétee
directly or indirectly. These include quoted prides similar assets in active markets, quoted price
identical or similar assets in markets that areaastive, inputs other than quoted prices that asevable
for the asset, and market-corroborated inputs.

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 thealaie of an asset might be categorized within cbffié
levels of the fair value hierarchy. In those caffes fair value measurement is categorized inntsety 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 p&tiinput to entire measurement requires judgment,
taking into account factors specific to the asEee categorization of an asset within the hieraislyased

12



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

Note 7 - Fair Value Measurements and Disclosurgsontinued)

upon the pricing transparency of the asset and doegecessarily correspond to our assessmentof th

quality, risk, or liquidity profile of the asset.

The following table presents assets measuredratdhie on a recurring basis, except those measired
cost per share as a practical expedient as idehiifi the following, at December 31, 2023:

Quoted
Prices il Significan
Active Market: Othel Significan
for Identica  Observabl Unobservabl
Assets Inputs Inputs
Total Level ] Level 2 Level ¢
Money market func $ 38125 $ 38125 $ - $ -
Certificates of depo: 1,259,85 1,259,85 - -
Equity mutual funds and exchan
traded funds 2,091,716 2,091,716 - -
Bond mutual funds and exchan
traded fund 1,915,906 1,915,906 - -
Multi-strategy alternative mutu
funds and exchange-traded fu 125,606 125,606 - -
Common stoc - - -
Government obligatiol 1,312,63 - 1,312,63 -
Corporate obligatior - - - -
Variable annuitie 1,475,09 - 1,475,09 -

$ 8562062 $ 5774333 $ 2,787,729 $ -

Note 8 - Net Assets with Donor Restrictions

Net assets with donor restrictions are restricbedHfe following purposes or periods at Decembef823:

Subject to expenditure for specified purp
Cash and equivalel
Restricted investmer
Endowment func
Conservation lant

$

9,30«

2,207,83
6,354,23
23,336,44

_$ 3190781

13



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

Note 9 - Endowment Funds

The Organization’s permanently restricted endowsiemere established with contributions for the
perpetual management of a conservation lands asdnmemts. As required by generally accepted
accounting principles, net assets associated wilbwment funds are classified and reported basedeon
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 tiigginal gift as of the gift date of donor-rested
endowment funds absent explicit donor stipulatimnthe contrary. As a result of this interpretatithe
Organization classifies as permanently restrictedassets (1) the original value of gifts donatedhe
permanent endowment, (2) the original value of egbent 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 is edido the fund. The remaining portion of the denor
restricted endowment fund that is not classifiedpermanently 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) tlgafization’s investment policies.

The Organization has adopted investment and spgrabiicies 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 ofecaaison land and easements were established by
contributions subject to restrictions, so they@dassified as permanently restricted. A PECAR eperty
Cost Analysis Report was developed to establishetkgected per-acre cost of providing perpetual
management of the conservation easements andabsenprvalue 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 appropriadedgending.

14



Transition Habitat Conservancy
Notes to Financial Statements
December 31, 2023

Note 9 - 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, 2023 $ - $ 4073160 $ 4,073,160
Contributions - 1,754,212 1,754,212
Investment income, net of expenses - 318,834 318,834
Net appreciation - 208,026 208,026

Endowment net assets,
December 31, 2023 $ - $ 6354232 $ 6,354,232

Note 10- Subsequent Events

We have evaluated subsequent events through Ma&024, the date the financial statements were
available to be issued.
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