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“I Harrington Group

Certified Public Accountants, LLP

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Palos Verdes Peninsula Land Conservancy

Report on the Financial Statements

We have audited the accompanying financial statements of Palos Verdes Peninsula Land Conservancy (a
nonprofit organization), which comprise the Statement of Financial Position as of December 31, 2017, and
the related Statements of Activities, Functional Expenses, and Cash Flows for the year 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of 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 auditors’ 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.

PASADENA SAN FRANCISCO
234 E Colorado Bivd A Trusted Nonprofit Partner 50 Francisco St
Suite M150 Suite 160
Pasadena, CA 91101 Experience. Service. Respect. San Francisco, CA 94133
Tel: 626.403.680I Tel: 415.391.3131
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INDEPENDENT AUDITORS’ REPORT
continued

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Palos Verdes Peninsula Land Conservancy as of December 31, 2017, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Other Matter
Report on Summarized Comparative Information

We have previously audited Palos Verdes Peninsula Land Conservancy’s 2016 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated March 17,
2017. In our opinion, the summarized comparative information presented herein as of and for the year ended
December 31, 2016, is consistent, in all material respects, with the audited financial statements from which it
has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 24, 2018, on our
consideration of Palos Verdes Peninsula Land Conservancy’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of Palos Verdes Peninsula Land Conservancy’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering Palos Verdes Peninsula Land Conservancy’s internal control over financial reporting
and compliance.

Pasadena, California
May 24, 2018
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PALOS VERDES PENINSULA LAND CONSERVANCY

ASSETS
Cash
Accounts receivable
Pledges receivable (Note 3)
Inventory
Prepaid expenses
Investments (Note 4)
Property and equipment (Note 5)

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES

Accounts payable

Accrued liabilities (Note 6)

Line of credit (Note 7)

TOTAL LIABILITIES

NET ASSETS
Unrestricted
Unrestricted-board designated
Temporarily restricted (Note 10)
Permanently restricted (Note 11)

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS §

The accompanying notes are an integral part of these financial statements.

STATEMENT OF FINANCIAL POSITION
December 31, 2017
With comparative totals at December 31, 2016

Temporarily Permanently

Unrestricted Restricted Restricted 2017 2016
$ 207,282 $ - $ - $ 207,282 316,988
93,722 93,722 255,853
6,000 6,000 50,000
134,246 134,246 137,285
17,253 17,253 19,783
5,525,512 394,956 1,262,994 7,183,462 6,164,294
1,742,623 1,742,623 1,742,940
$ 7,726,638 $ 394,956 $ 1,262,994 $ 9,384,588 8,687,143
$ 161,033 $ - $ - $ 161,033 48,645
88,328 88,328 86,685
249361 - - 249,361 135,330
2,851,044 2,851,044 2,738,316
4,626,233 4,626,233 4,225,801
394,956 394,956 357,102
1,262,994 1,262,994 1,230,594
7,477,277 394,956 1,262,994 9,135,227 8,551,813
7,726,638 $ 394,956 $ 1,262,994 $ 9,384,588 8,687,143
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PALOS VERDES PENINSULA LAND CONSERVANCY

REVENUE AND SUPPORT
Contributions
Gain on investments
Government contracts and grants
Special events (net of direct expense of $26,065)
Interest and dividends
In-kind revenue (Note 2)
Program service fees
Inventory sales (net of expenses $21,233)

Net assets released from purpose restrictions
TOTAL REVENUE AND SUPPORT
EXPENSES
Program services
Management and general
Fundraising
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

STATEMENT OF ACTIVITIES
For the year ended December 31, 2017
With comparative totals for the year ended December 31, 2016

Temporarily Permanently

Unrestricted Restricted Restricted 2017 2016
$ 748,149 $ 144,828 $ 32,400 $ 925,377 838,579
708,601 708,601 261,943
473,262 473,262 505,358
141,443 141,443 138,724
98,177 37,494 135,671 121,485
64,438 64,438 49,036
36,672 36,672 34,886
10,546 10,546 27,987
144,468 (144,468) - -
2,425,756 37,854 32,400 2,496,010 1,977,998
1,561,760 1,561,760 1,502,755
128,702 128,702 113,581
222,134 222,134 206,198
1,912,596 - - 1,912,596 1,822,534
513,160 37,854 32,400 583,414 155,464
6,964,117 357,102 1,230,594 8,551,813 8,396,349
$ 7,477,277 $ 394,956 $ 1,262,994 $ 9,135,227 8,551,813

The accompanying notes are an integral part of these financial statements.
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PALOS VERDES PENINSULA LAND CONSERVANCY

STATEMENT OF FUNCTIONAL EXPENSES

For the year ended December 31, 2017

With comparative totals for the year ended December 31, 2016

Program Management Total Expenses
Services and General Fundraising 2017 2016

Salaries and wages $ 741,116 § 78,064 $ 151,598 $ 971,378 $ 1,001,467
Employee benefits 97,934 10,311 9,866 118,111 117,860
Payroll taxes 61,066 6,054 12,405 79,525 82,721

Total personnel costs 900,116 95,029 173,869 1,169,014 1,202,048
Outside labor 303,029 306 3,291 306,626 199,591
Supplies 100,719 3,274 15,140 119,133 106,367
In-kind expenses (Note 2) 47,284 16,662 492 64,438 49,036
Rent 51,628 1,347 7,737 60,712 63,321
Professional fees 41,122 3,447 2,216 46,785 46,916
Printing 21,025 726 9,329 31,080 35,508
Postage 16,438 1,939 5,124 23,501 35,411
Insurance 16,826 3,795 8604 21,485 19,331
Travel 18,789 280 30 19,099 12,917
Telephone 13,752 646 849 15,247 17,234
Miscellaneous 12,972 1,146 563 14,681 14,293
Conferences and meetings 8,059 105 1,314 9,478 9,581
Equipment rental 7,564 7,564 7,970
Marketing 2,120 1,316 3,436 2,587
Depreciation 317 317 423

TOTAL 2017 FUNCTIONAL EXPENSES $ 1,561,760 $ 128,702 $ 222,134 $ 1,912,596

TOTAL 2016 FUNCTIONAL EXPENSES $ 1,502,755  § 113,581 $ 206,198 $ 1,822,534

The accompanying notes are an integral part of these financial statements.
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PALOS VERDES PENINSULA LAND CONSERVANCY

STATEMENT OF CASH FLOWS

For the year ended December 31, 2017

With comparative totals for the year ended December 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to net cash provided (used) by
operating activities:
Depreciation
(Gain) on investments
Reinvested dividends and interest
(Increase) decrease in operating assets:
Accounts receivable
Pledges receivable
Inventory
Prepaid expenses
Increase (decrease) in operating liabilities:
Accounts payable
Accrued liabilities

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of fixed assets
Purchase of investments
Proceeds from sale of investments

NET CASH (USED) PROVIDED BY INVESTING ACTIVITIES

NET (DECREASE) INCREASE IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

2017 2016
$ 583,414 155,464
317 423

(708,601) (261,943)
(135,671) (121,485)
162,131 274,291

44,000 (30,000)

3,039 (24,125)

2,530 (1,028)

112,388 (12,176)

1,643 1,595

65,190 (18,984)

- (290,409)

(772,270) (1,475,904)
597,374 1,875,739
(174,896) 109,426
(109,706) 90,442
316,988 226,546

$ 207,282 316,988

The accompanying notes are an integral part of these financial statements.
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

1. Organization

Since it was founded in 1988, the Palos Verdes Peninsula Land Conservancy (“PVPLC”) has
preserved more than 1,600 acres of open space on the Peninsula. The spectacular views and precious
habitat not only contribute to the quality of human life on the peninsula, but provide valuable refuge
and wildlife corridors for animal and plant inhabitants. Beaches and bluffs, steep slopes, canyons and
ridgelines — this diverse topography leads to the Peninsula's rich biodiversity. Native coastal sage
scrub, grassland, cactus, and riparian scrub grow alongside non-native annual grassland, exotic
woodlands and large areas of disturbed vegetation.

PVPLC shelter four at-risk species: The El Segundo blue butterfly, the Palos Verdes blue butterfly,
the Coastal California gnatcatcher and the cactus wren. The native plant nursery that PVPLC
operates cultivates 100 different species of plants that are used in restoration projects that restore
habitat critical to survival of these species.

The mission of the PVPLC is to "preserve land and restore habitat for the education and enjoyment of all."
PVPLC preserves undeveloped land as open space for historical, educational, ecological, recreational,
and scenic purposes.

PVPLC's vision is the creation and management of large blocks of natural open space where visitors
may enjoy peaceful solitude, where children and adults can learn about the natural environment, and
where native plants and animals can thrive.

PVPLC works cooperatively with the four cities in which the preserved lands are located: Rancho
Palos Verdes, Rolling Hills, Rolling Hills Estates, and San Pedro (City of Los Angeles). In
collaboration with these cities, PVPLC holds voluntary conservation easements and manage the
public open space. PVPLC’s successful approach to land protection has been endorsed by both
public and private sector advocates. PVPLC works to raise funds from the community to purchase
critical undeveloped properties as opportunities arise. Private donations enable PVPLC to leverage
additional matching funds from state and federal agencies to secure the Peninsula's precious natural
legacy.

Stewardship staff and crew, with the support of hundreds of volunteers year-round, restore native
habitat on these properties and protect rare and threatened native species such as the California
gnatcatcher and Palos Verdes blue butterfly. PVPLC mission includes:

e DPreservation of lands in perpetuity

¢ Restoration of wildlife habitat: Work to improve the quality of habitat to better support
wildlife by engaging in habitat restoration projects which include seeding and planting native
species along with invasive plant control. PVPLC operates a native plant nursery that
propagates more than 100 different species for restoration projects, and annually plants
nearly 10,000 seedlings.

e Educational and Enjoyment Opportunities: The nature preserves on the Palos Verdes
Peninsula comprise more than 40 miles of trails. Volunteer naturalists, historians, and
geologists lead monthly guided nature walks, welcoming thousands of residents and visitors
through the preserves and the two nature centers at White Point Nature Preserve and
George I. Canyon Nature Preserve.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

Organization, continued

¢ Education and Outreach: Over 3,500 students a year, mostly from disadvantaged schools,
are brought out to the preserves and engage in conservation education tied to the California
state standards for science curriculum. Also, PVPLC operates two public Nature Education
Centers which serve over 10,000 visitors annually.

Summary of Significant Accounting Policies

A summary of the significant accounting policies applied in the preparation of the accompanying
financial statements is as follows:

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting.
Accounting

To ensure observance of certain constraints and restrictions placed on the use of resources, the
accounts of PVPLC are maintained in accordance with the principles of net asset accounting. This is
the procedure by which resources for various purposes are classified for accounting and reporting
purposes into net asset classes that are in accordance with specified activities or objectives.
Accordingly, all financial transactions have been recorded and reported by net asset class as follows:

Unrestricted. These generally result from revenue generated by receiving unrestricted
contributions, providing services, and receiving interest from investments less expenses incurred
in providing program-related services, raising contributions, and performing administrative
functions.

Unrestricted — Board Designated. These are comprised of resources which the Board of
Directors has established as being designated for future program and capital expansion and cash
flow resources. For purposes of complying with net asset accounting, this fund is included in
untestricted net assets at December 31, 2017.

Temporarily Restricted. PVPLC reports gifts of cash and other assets as temporarily restricted
support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or the purpose
of the restriction is accomplished, temporatily restricted net assets are reclassified to unrestricted
net assets and reported in the Statement of Activities as net assets released from program or
capital restrictions. PVPLC has $394,956 of temporarily restricted net assets as of December 31,
2017.

Permanently Restricted. These net assets are restricted by donors who stipulate that resources
are to be maintained permanently, but permit PVPLC to expend all of the income (or other
economic benefits) derived from the donated assets. PVPLC has $1,262,994 of permanently
restricted net assets at December 31, 2017.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies, continued
Accounts Receivable

Accounts receivable are receivables from government agencies and are deemed fully collectible.
Therefore, no allowance for doubtful accounts has been provided.

Contributions and Pledges Receivables

Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
recorded at fair value, which is measured as the present value of their future cash flows. The
discounts on those amounts are computed using risk-adjusted interest rates applicable to the years in
which the promises are received. Amortization of the discount is included in contribution revenue.
Conditional promises to give are not included as support until the conditions are substantially met.

Grant Funding

PVPLC receives multi-year grant funding from various sources, which in accordance with generally
accepted accounting principles, are recorded in the period received or pledged. However,
expenditures related to these grants can occur over several years. As a result, timing differences are
created which can have an effect on the changes in net assets.

Inventory

Inventory consists of plants and merchandise for the use and benefit of or sale to the public
throughout the year. Inventory is stated at lower of cost or fair value, determined on a first-in, first-
out basis.

Investments

Investments in stocks, money market funds and fixed income are reported at their fair market values
based upon published quotations. Investments for which the fair market values are not readily
determinable are recorded at cost or, if received as a contribution, at their fair market values as
determined at the time of the gift. Securities are generally held in custodial investment accounts
administered by financial institutions. Money market funds held at securities institutions and not used
for operations are included in investments.

Investment purchases and sales are accounted for a trade-date basis. Realized gains and losses are
calculated based upon the underlying cost of the securities traded. Interest and dividend income is
recorded when earned. Gains and losses and interest and dividend income are reflected in the
Statement of Activities as net gain on investments.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies, continued
Fair Value Measurements

Generally accepted accounting principles provide guidance on how fair value should be determined
when financial statement elements are required to be measured at fair value. Valuation techniques are
ranked in three levels depending on the degree of objectivity of the inputs used with each level:

Level 1 inputs - quoted prices in active markets for identical assets
Level 2 inputs - quoted prices in active ot inactive markets for the same or similar assets
Level 3 inputs - estimates using the best information available when there is little or no market

PVPLC is required to measure certain investments, pledged contributions, and in-kind contributions
at fair value. The specific techniques used to measure fair value for these financial statement elements
are described in the notes below that relate to each element.

Concentration of Credit Risks

PVPLC places its temporary cash investments with high-credit, quality financial institutions. At times,
such investments may be in excess of the Federal Deposit Insurance Corporation insurance limit.
PVPLC has not incurred losses related to these investments.

PVPLC holds investments in the form of equity securities, fixed income securities, and money
market accounts. The Board of Directors routinely reviews market values of such investments.

The primary receivable balance outstanding at December 31, 2017 consists of government contract
receivables due from city and state granting agencies. Concentration of credit risks with respect to
trade receivables are limited, as the majority of PVPLC’s receivables consist of earned fees from
contract programs granted by governmental agencies.

At December 31, 2017, revenues derived from contributions represent 37% of total revenue and
suppott.

Property and Equipment

Property and equipment are recorded at cost if purchased or at fair value at the date of donation if
donated. Depreciation is computed on the straight-line basis over the estimated useful lives of the
related assets. Maintenance and repair costs are charged to expense as incurred. Property and
equipment are capitalized if the cost of an asset is greater than or equal to fifty thousand dollars i.e.
($50,000) and the useful life is greater than five years.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies, continued
Donated Materials, Services, and Facilities

Contributions of donated non-cash assets are measured on a non-recurring basis and recorded at fair
value in the period received. Contributions of donated services that create or enhance non-financial
assets or that require specialized skills, are provided by individuals possessing those skills, and would
typically need to be purchased if not provided by donation, ate recorded at fair value in the period
received. The fair value of contributed materials, services, and facilities are measured on a non-
recurring basis using quoted prices for similar assets. For the year ended December 31, 2017, PVPLC
recorded a total of $26,284 for donated professional services and $38,154 for a donation of a truck.

A large number of unpaid volunteers have made significant contributions of their time to PVPLC.
However, the value of these services is not reflected in these statements because the criteria for
recognition under generally accepted accounting principles have not been met. The total hours of
volunteer support received for the year ended December 31, 2017 was over 23,000 hours.

Income Taxes

PVPLC is exempt from taxation under Internal Revenue Code Section 501(c)(3) and California
Revenue and Taxation Code Section 23701d.

Generally accepted accounting principles provide accounting and disclosure guidance about positions
taken by an organization in its tax returns that might be uncertain. Management has considered its tax
positions and believes that all of the positions taken by PVPLC in its federal and state exempt
organizations tax returns are more likely than not to be sustained upon examination. PVPLC’s
returns are subject to examination by federal and state taxing authorities, generally for three and four
years, respectively, after they are filed.

Functional Allocation of Expenses

Costs of providing PVPLC’s programs and other activities have been presented in the Statement of
Functional Expenses. During the year, such costs are accumulated into sepatate groupings as either
direct or indirect. Indirect or shared costs are allocated among program and support services by a
method that best measures the relative degree of benefit. PVPLC uses salary dollars to allocate
indirect costs.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies, continued
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
reported amounts of assets, liabilities, revenues, and expenses as of the date and for the period
presented. Actual results could differ from those estimates.

Comparative Totals

The financial statements include certain prior-year summarized comparative information in total but
not by net asset class. Such information does not include sufficient details to constitute a presentation
in conformity with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with PVPLC’s financial statements for
the year ended December 31, 2016, from which the summatized information was derived.

Subsequent Events
Management has evaluated subsequent events through May 24, 2018, the date which the financial
statements were available for issue. In April 2018, PVPLC renewed under the same terms its line of
credit (see Note 7). No adjustments were recorded in the financial statements as part of this
transaction.

3. Pledges Receivable
Pledges receivable are recorded as support when pledged unless designated otherwise. All pledges are
deemed fully collectible; accordingly, no allowance for uncollectible pledges has been recorded as of
December 31, 2017. The total amount of the pledges receivable of $6,000 at December 31, 2017 are
expected to be collected within two years.

4. Investments

Investments at December 31, 2017 consist of the following:

Equities $4,314,362
Fixed income securities 2,406,424
Money market/cash 462,676
$7,183,462

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

5. Property and Equipment
Property and equipment at December 31, 2017 consist of the following;:

Land $1,742,623
Vehicles 36,667
Equipment 30,453
1,809,743

Less: accumulated depreciation (67,120)
$1,742,623

PVPLC is the owner of seven parcels of vacant land located on the Palos Verdes Peninsula valued at
$1,742,623.

The first parcel of land of approximately twenty acres, known as Lunada Canyon, is located in
Rancho Palos Verdes. Lunada Canyon is permanently preserved due to its inclusion in the Natural-
Communities Conservation Plan Preserve area. Total value of the property is $600,000.

The second parcel of land is approximately one and one-quarter acre, known as Middleridge, and is
located in Rolling Hills. The total value of the property is $50,000.

The third parcel of land of approximately twenty-eight acres, known as the Linden H. Chandler, is
located in Rolling Hills Estates. PVPLC has a partial ownership interest of approximately nineteen
acres in this property. PVPLC is required to preserve and protect in perpetuity the conservation
values of the property for the benefit of current and future generations. A conservation easement
held by the City of Rolling Hills Estates has been placed on the land. Total value of the property is
$575,000.

The fourth parcel of land is 1.43 acres, known as Fig Tree parcel, and is located in Ranchos Palos
Verdes. The total value of the property is $190,000.

The fifth and sixth parcels of land are approximately one half acre each, known as the Crown View
parcels, and are located in Rancho Palos Verdes. The total value of the properties is $37,213.

The seventh parcel of land acquired by the Conservancy is 14.72 acres in Rancho Palos Verdes,
known as the George F. Canyon parcel. It has coastal sage scrub and streamside habitat. The total
value of the property is $290,410.

The City of Rolling Hills Estates, the City of Rancho Palos Verdes and a Corporation are the owners
in fee simple of one, three and one parcels of land, respectively. Both Cities and the Corporation,
have granted Conservation Easement Deeds in favor of the PVPLC.

PVPLC has the responsibility to honor the intentions to preserve and protect in perpetuity the
conservation values of the properties in accordance with the terms of the Conservation Easements.

Since the terms of the Easements do not transfer interest or possession of the parcels, and due to
lack of foreseeable future cash flow benefits and absence of a secondary easement market, no value
was assigned to the Conservation Easements.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

6. Accrued Liabilities

Accrued liabilities at December 31, 2017 consist of the following:

Accrued payroll $42,856
Accrued vacation 27,669
Other accrued expenses 17,803
$88,328

7. Line of Credit

PVPLC has an unsecured line of credit with a bank, in the amount of $200,000, due April 2018, with
a variable interest rate, not less than 5.25% under any circumstances. There was no outstanding
amount as of December 31, 2017.

8. Commitments and Contingencies
Contracts

PVPLC’s grants and contracts are subject to inspection and audit by the appropriate governmental
funding agency. The purpose is to determine whether program funds were used in accordance with
their respective guidelines and regulations. The potential exists for disallowance of previously funded
program costs. The ultimate liabilities, if any, which may result from any other governmental audits
or disallowances, cannot be reasonably estimated and, accordingly, PVPLC has no provisions for the
possible disallowance of any program costs on its financial statements.

continued
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

10.

Fair Value Measurements

The table below presents the balances of assets measured at fair value at December 31, 2017 on a
recurring basis:

Level 1 Level 2 Level 3 Total
Equities:
Long term $4,314,362 $ - $ - $4,314,362
Fixed income securities:
Short term 2,406,424 2,406,424

$6,720,786 $ - $ - $6,720,786

The fair values of equities and fixed income securities are measured on a recurring basis using quoted
prices for identical assets in active matkets (Level 1 inputs).

The table below presents transactions measured at fair value on a non-recurring basis during the year
ended December 31, 2017:

Level 1 Level 2 Level 3 Total
Pledged contributions — new $ - $ - $6,000 $ 6,000
Contributed services and materials 64,43 64,438

$ - 64,438 $6,000 $70,438

The fair value of contributed services and materials has been measured on a non-recurring basis using
quoted prices for similar assets in inactive markets (Level 2 inputs).

The fair value of pledged contributions has been measured on a non-recurring basis based on the
value provided by the donor at the date of pledge (Level 3 inputs).
Temporarily Restricted Net Assets

Temporarily restricted net assets at December 31, 2017 consist of the following:

Acquisition and restoration $190,693
Stewardship 170,513
Education 33,750

$394,956

For the year ended December 31, 2017, net assets released from purpose restrictions were $144,468.

continued
15



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO FINANCIAL STATEMENTS

11.

Permanently Restricted Net Assets and Endowment Funds

Permanently restricted net assets represent contributions which the donor has stipulated that the
principal is to be kept intact in perpetuity and only the interest and dividends therefrom may be
expended for unrestricted purposes. At December 31, 2017, a permanently restricted net asset
consists of endowment funds in the amount of $1,262,994.

Generally accepted accounting principles provides guidance on the net asset classification of donot-
restricted endowment funds for a nonprofit organization that is subject to an enacted version of the
Uniform Prudent Management of Institutional Funds Act of 2006 (“UPMIFA”). It also requites
additional disclosures about an organization's endowment funds (both donot-restricted endowment
funds and Board-designated endowment funds) whether or not PVPLC is subject to UPMIFA.

PVPLC’s Endowment Fund includes donor-restricted funds. As required by generally accepted
accounting principles, net assets associated with endowment funds are classified and reported based
on the existence or absence of donor imposed restrictions.

PVPLC classifies as permanently restricted net assets, (a) the original value of the gifts 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 those amounts are appropriated for
expenditure by PVPLC.

Endowment net assets composition by type of fund as of December 31, 2017 is as follows:

Total
Permanently Endowment
Restricted Net Assets
Donor restricted endowment funds $1.262,994 $1,309,267

Changes in endowment net assets for the year ended December 31, 2017 are as follows:

Total
Temporarily Permanently Endowment
Restricted Restricted  Net Assets
Beginning balance, January 1, 2017 $ 62,207 $1,230,594 $1,292,801
Additions 32,400 32,400
Interest and dividends 27,666 27,666
Transfer to unrestricted (43,600) (43,600)
Ending balance, December 31, 2017 $ 46,273 $1,262,994 $1,309,267
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Independent Auditors’ Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

To the Board of Directors
Palos Verdes Peninsula Land Conservancy

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, the financial statements of Palos Verdes Peninsula Land
Conservancy (“PVPLC”), which comprise the Statement of Financial Position as of December 31, 2017, and
the related Statements of Activities, Functional Expenses, and Cash Flows for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated May 24, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered PVPLC’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of PVPLC’s internal control. Accordingly, we do not express an
opinion on the effectiveness of PVPLC’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether PVPLC’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
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Independent Auditors’ Report on Internal Control Over Financial Reporting

and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

continued

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with Government
Auwditing  Standards in considering the entity’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

ag/,m/fyﬁﬂ %/w@o

Pasadena, California
May 24, 2018
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