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Long Beach | Irvine | Los Angeles

WINDES

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Palos Verdes Peninsula Land Conservancy:

Opinion

We have audited the accompanying financial statements of Palos Verdes Peninsula Land Conservancy,
(PVPLC), which comprise the statement of financial position as of December 31, 2022, and the related
statements of activities, functional expenses, and cash flows for the year ended December 31, 2022,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of PVPLC as of December 31, 2022, and the results of its operations and its cash
flows for the year ended December 31, 2022, in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of PVPLC and to meet our other ethical responsibilities in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Management's Responsibilities for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due to fraud
Or error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about PVPLC's ability to continue as
a going concern within one year after the date that the financial statements are available to be issued.



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not absolute assurance
and, therefore, is not a guarantee that an audit conducted in accordance with generally accepted
auditing standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

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

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 PVPLC's internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about PVPLC's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Report on Summarized Comparative Information

A predecessor auditor previously audited the Palos Verdes Peninsula Land Conservancy 2021 financial
statements, and they expressed an unmodified audit opinion on those audited financial statements in
their report dated September 29, 2022. In our opinion, the summarized comparative information
presented herein as of and for the year ended December 31, 2021, is consistent, in all material respects,
with the audited financial statements from which it has been derived.

Sondoo A
Irvine, California
October 30, 2023



PALOS VERDES PENINSULA LAND CONSERVANCY

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

ASSETS
2022 2021
ASSETS
Cash and cash equivalents $ 731,290 $ 574,630
Accounts receivable 145,828 239,765
Pledges receivable 280,000 30,000
Investments 10,312,915 9,420,059
Inventory 72,539 141,921
Prepaid expenses 13,337 22,511
Property and equipment, net 1,552,623 1,742,623
TOTAL ASSETS $ 13,108,532 $ 12,171,509
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable $ 94,426 $ 92,507
Accrued liabilities 86,584 87,996
Deferred revenue 29,637 145,421
TOTAL LIABILITIES 210,647 325,924
CONTINGENCY (Note 10)
NET ASSETS
Without donor restrictions
Unrestricted 3,663,039 4,066,726
Board designated (Note 11) 6,478,242 4,293,949
10,141,281 8,360,675
With donor restrictions
Purpose and time restrictions 548,610 1,276,916
Perpetual in nature 2,207,994 2,207,994
2,756,604 3,484,910
TOTAL NET ASSETS 12,897,885 11,845,585
TOTAL LIABILITIES AND NET ASSETS $ 13,108,532 $ 12,171,509

See Accompanying Independent Auditors' Report
The accompanying notes are an integral part of these financial statements.
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PALOS VERDES PENINSULA LAND CONSERVANCY

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

REVENUE AND SUPPORT
Government contracts and grants
Contributions
In-kind revenue
Program service fees
Special events (net of direct expense of $76,459)
Other income
Net assets released from restrictions
Total Revenue and Support

EXPENSES
Program services
Management and general
Fundraising
Total Expenses

CHANGE IN NET ASSETS BEFORE
OTHER REVENUE

OTHER REVENUE AND (EXPENSE)
Forgiveness of Paycheck Protection
Program loan
Employee Retention Credits
Impairment of property
Interest and dividends
(Loss) gain on investments

Total Other Revenue (Expense)

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

2022 2021
Without Donor With Donor
Restrictions Restrictions Total Total

$ 1,605,997 $ - $ 1,605,997 $ 920,814
4,464,576 250,000 4,714,576 852,084
119,695 - 119,695 54,125
16,070 - 16,070 40,059
218,678 - 218,678 33,438
42,501 - 42,501 47,037
577,180 (577,180) - -
7,044,697 (327,180) 6,717,517 1,947,557
4,076,009 - 4,076,009 1,665,719
164,954 - 164,954 98,759
378,850 - 378,850 249,854
4,619,813 - 4,619,813 2,014,332
2,424,884 (327,180) 2,097,704 (66,775)

- - - 207,315

426,109 - 426,109 -
(165,000) - (165,000) -
160,775 47,348 208,123 147,128
(1,066,162) (448,474) (1,514,636) 811,676
(644,278) (401,126) (1,045,404) 1,166,119
1,780,606 (728,306) 1,052,300 1,099,344
8,360,675 3,484,910 11,845,585 10,746,241

$ 10,141,281 $ 2,756,604 $ 12,897,885 $ 11,845,585

See Accompanying Independent Auditors' Report
The accompanying notes are an integral part of these financial statements.
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Salaries and wages
Employee benefits
Payroll taxes

Total personnel costs

Outside labor

Land conservation grant (Note 7)

In-kind expenses
Bank fees
Computer hardware/software
Equipment rental
Insurance

Permits and licenses
Postage

Printing
Professional fees
Rent

Supplies

Telephone

Travel

Other

TOTAL

Percentage of Total Expenses:

PALOS VERDES PENINSULA LAND CONSERVANCY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

Program Services Total Program Management Total Expenses

Stewardship Education Volunteer Services and General Fundraising 2022 2021

$ 633,473 $ 203,983 $ 115,382 $ 952,838 $ 83,013 $ 187,800 $ 1,223,651 $§ 1,008,112

91,776 27,113 15,520 134,409 3,215 13,770 151,394 111,536
47,504 16,648 8,921 73,073 18,717 14,665 106,455 73,916
772,753 247,744 139,823 1,160,320 104,945 216,235 1,481,500 1,193,564
194,295 13,418 2,221 209,934 3,294 68,456 281,684 336,335
2,298,034 - - 2,298,034 - - 2,298,034 -
119,695 - - 119,695 - - 119,695 54,125
3,844 919 510 5,273 4,424 431 10,128 -
29,101 9,312 9,560 47,973 8,837 10,455 67,265 54,567
8,131 7,898 1,339 17,368 152 133 17,653 7,693
13,292 3,880 2,156 19,328 2,246 1,563 23,137 61,893
9,763 - 424 10,187 1,409 1,285 12,881 -
1,833 642 537 3,012 8,829 18,013 29,854 14,311
3,889 3,271 1,146 8,306 492 16,376 25,174 19,532
29,231 9,111 5,062 43,404 21,345 3,670 68,419 67,413
31,452 12,911 19,519 63,882 2,226 13,678 79,786 69,755
26,990 4,656 5,584 37,230 5,208 24,020 66,458 70,200
9,305 5,223 1,449 15,977 1,332 2,024 19,333 18,012
11,914 - 161 12,075 - - 12,075 12,251
2,707 660 644 4,011 215 2,511 6,737 34,681

$ 3,566,229 $ 319,645 $ 190,135 $ 4,076,009 $§ 164,954 $ 378,850 $ 4,619,813 $ 2,014,332

77% 7% 4% 88% 4% 8% 100 %

See Accompanying Independent Auditors' Report
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, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 1,052,300 $ 1,099,344
Adjustments to reconcile change in net assets to
net cash used in operating activities:
Loss (Gain) on investments 1,514,636 (811,676)
Reinvested dividends and interest (151,292) (147,128)
Impairment of property 165,000
(Increase) decrease in operating assets:
Accounts receivable 118,937 (130,190)
Pledges receivable (250,000) 68,319
Inventory 69,382 (2,029)
Prepaid expenses 9,174 2,769
Increase (decrease) in operating liabilities:
Accounts payable 1,919 74,094
Accrued liabilities (1,412) (8,912)
Deferred revenue (115,784) 145,421
Net Cash Provided By Operating Activities 2,412,860 290,012
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments (2,553,800) (862,877)
Proceeds from sale of investments 297,600 674,380
Net Cash Used In Investing Activities (2,256,200) (188,497)
NET CHANGE IN CASH 156,660 101,515
CASH, BEGINNING OF YEAR 574,630 473,115
CASH, END OF YEAR $ 731,290 $ 574,630

See Accompanying Independent Auditors' Report
The accompanying notes are an integral part of these financial statements.
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 1 - Organization

Since it was founded in 1988, the Palos Verdes Peninsula Land Conservancy (PVPLC) has
preserved more than 1,700 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. The diverse topography
of beaches and bluffs, steep slopes, canyons, and ridgelines 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 shelters 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 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 manages 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.



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 1 - Organization (Continued)

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

e Preservation of lands in perpetuity as undeveloped open space.

e 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 F. Canyon Nature Preserve.

e 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. PVPLC also operates two public
Nature Education Centers which serve over 10,000 visitors annually.

NOTE 2 - Summary of Significant Accounting Policies

Basis of Presentation

The financial statements of PVPLC have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.

Use of Estimates

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



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 2 - Summary of Significant Accounting Policies (Continued)
Recently Adopted Accounting Pronouncements

In September 2020, the FASB issued ASU 2020-07, Not-for-Profit Entities (Topic 958):
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets,
which requires a not-for-profit to present contributed nonfinancial assets as a separate line item
in the statement of activities, disaggregate the amount of contributed nonfinancial assets by
category that depicts the type of nonfinancial assets, and provide additional information related
to the monetization, utilization, and valuation of the contributed nonfinancial assets. PVPLC
adopted the standard during the year ended December 31, 2022. No reclassifications to prior-
year amounts were necessary in order to adopt the new standard.

In February 2016, the FASB issued new lease accounting guidance in Accounting Standards
Update (ASU) 2016-02 Leases (Topic 842) (ASU 2016-02), which modifies lease accounting
for lessees to increase transparency and comparability by requiring PVPLC to recognize a
lease liability and related right-of-use assets for all leases (with the exception of short-term
leases) at the commencement date of the lease and to disclose key information about leasing
arrangements.

Effective January 1, 2022, PVPLC adopted ASU 2016-02. PVPLC determines if an
arrangement contains a lease at inception based on whether PVPLC has the right to control the
asset during the contract period and other facts and circumstances. PVPLC elected the package
of practical expedients permitted under the transition guidance within the new standard, which
among other things, allowed it to carry forward the historical lease classification.

PVPLC’s policy for determining its lease discount rate used for measuring lease liabilities is to
use the rate implicit in the lease whenever that rate is readily determinable. If the rate implicit
in the lease is not readily determinable, then PVPLC has elected to use the risk-free discount
rate, as permitted by U.S. GAAP, determined using a period comparable with that of the lease
term.

PVPLC has elected a policy to account for short-term leases, defined as any lease with a term
less than 12 months, by recognizing all components of the lease payment in the statement of
functional expenses in the period in which the obligation for the payments is incurred.



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 2 - Summary of Significant Accounting Policies (Continued)
Recently Adopted Accounting Pronouncements (Continued)

PVPLC has not entered into any leases as of December 31, 2022 and, therefore, this adoption
did not have any effect on the financial statements.

Financial Statement Presentation

PVPLC reports information regarding its financial position and activities according to two
classes of net assets: net assets without donor restrictions and net assets with donor restrictions.
Net assets, revenue, expenses, gains, and losses are classified based on the existence or
absence of donor-imposed restrictions.

Without Donor Restrictions - Net assets that are not subject to donor-imposed
restrictions. PVPLC’s board may designate net assets without restrictions for specific
purposes from time to time.

With Donor Restrictions — Net assets subject to donor-imposed restrictions that are
temporary in nature that will be met by actions of PVPLC or the passage of time. As the
restrictions are satisfied, net assets with donor restrictions are reclassified to assets without
donor restrictions and reported in the accompanying statement of activities as net assets
released from restrictions. Other donor stipulations are perpetual in nature, where the
donor stipulates that the corpus be maintained intact in perpetuity. Gains and losses on
investments and other assets or liabilities are reported as increases or decreases in net
assets without donor restrictions unless their use is restricted by explicit donor stipulations
or law. PVPLC records donor-restricted contributions whose restrictions are met in the
same reporting period as contributions without donor restrictions.

Prior-Period Information and Reclassification

The financial statements include certain prior-period summarized comparative information in
total, but not by net asset class. Such information does not include sufficient detail to constitute
a full 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, 2021, from which the summarized
information was derived. Certain amounts related to the December 31, 2021 financial
statements have been reclassified to conform to the current year financial statement
presentation.
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 2 - Summary of Significant Accounting Policies (Continued)
Cash and Cash Equivalents — Concentrations of Credit Risk

PVPLC considers all short-term financial instruments purchased with original maturities of
three months or less to be cash equivalents. PVPLC maintains its cash in bank deposit
accounts, which at times may exceed federally insured limits. PVPLC has not experienced any
losses in such accounts. PVPLC believes it is not exposed to any significant credit risk on
cash.

Investments

Investments include investments in equity and debt securities purchased by PVPLC or
contributed by donors and are reported at fair value. Contributed securities are recorded at fair
value at the date of donation. Interest and dividend income and gains and losses on investments
are reported in the statement of activities as increases or decreases in net assets without donor
restrictions unless their use is restricted by donor stipulations or by law. Investment purchases
and sales are accounted for on a trade-date basis.

Revenue and Revenue Recognition

PVPLC recognizes contributions, including unconditional promises to give, as revenue in the
period received. All donations are considered to be available for use without restriction unless
specifically restricted by the donor. Other noncash donations are recorded as donations at their
estimated fair values at the date of donation as an increase in net assets with or without donor
restrictions based on the existence or absence of donor-imposed restrictions.

Conditional promises to give are recognized when the conditions on which they depend are
substantially met. PVPLC has received funds from grantors where the agreements are
multiyear grant agreements and require satisfaction of specific conditions, with revenue
recognized as the conditions are substantially met..

Revenue from tickets and sponsorships for special events received in 2022 for events scheduled
to be held in 2023 are reported as deferred revenue.

11



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 2 - 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 Receivable

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.

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.

Property and Equipment

Property and equipment is 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 $5,000
and the useful life is greater than five years.

12



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 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, are
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, 2022, PVPLC recorded a total of $119,695 for donated
professional services.

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, 2022 was over
20,000 hours.

Income Taxes

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

The 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 separate
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.

13



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2022

(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 3 - Liquidity and Availability of Resources

The following reflects PVPLC’s financial assets as of the date of the statement of financial
position, reduced by amounts not available for general use within one year of the date of the
statement of financial position because of contractual or donor-imposed restrictions.

December 31,

2022 2021

Cash and cash equivalents $ 731,290 $ 574,630
Accounts receivable 145,828 239,765
Pledges receivable 280,000 30,000
Investments 10,312,915 9,420,059
11,470,033 10,264,454

Less amounts unavailable for general expenditure

within one year due to:

Restricted by donor with purpose and time (548,610) (1,276,916)
Restricted by donor with perpetual restrictions (2,207,994) (2,207,994)
Board Quasi-Endowment fund (2,402,227) (2,337,537)
Board-designated funds (4,076,015) (1,956,412)
(9,234,846) (7,778,859)
Board approved distributions for operations 226,015 214,697
$ 2,461,202 $ 2,700,292

PVPLC regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. PVPLC
has various sources of liquidity at its disposal, including cash and cash equivalents, and
marketable debt and equity securities.

For purposes of analyzing resources available to meet general expenditures over a 12-month
period, PVPLC considers all expenditures related to its ongoing activities and the pattern of
income from grants, contracts, fundraising, and investments. The Finance Committee meets bi-
monthly to review all financial aspects of PVPLC. The Investment Committee meets bi-
monthly to review investment results, assess risk, and make recommendations for changes as
needed. Both committees report their findings to the full board.

14



PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 4 - 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, 2022. The total amount of the pledges receivable of
$280,000 at December 31, 2022 are expected to be collected within the next year.

NOTE 5 - Investments and Fair Value Measurements

PVPLC follows ASC 820 for fair value measurements of financial assets and financial
liabilities and for fair value measurements of nonfinancial items that are recognized or
disclosed at fair value in the financial statements on a recurring basis. ASC 820 establishes a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (level 1) and the lowest priority to measurements involving
significant unobservable inputs (level 3). The three levels of the fair value hierarchy are as
follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that PVPLC has the ability to access at the measurement date.

e Level 2 inputs are inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly or indirectly.

e Level 3 inputs are unobservable inputs for the asset or liability.
The level in the fair value hierarchy within which a fair value measurement in its entirety falls

is based on the lowest level input that is significant to the fair value measurement in its
entirety.

15



PALOS VERDES PENINSULA LAND CONSERVANCY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 5 - Investments and Fair Value Measurements (Continued)

The table below presents the balances of assets measured at fair value at December 31, 2022
and 2021 on a recurring basis:

Assets at Fair Value as of December 31, 2022

Level 1 Level 2 Level 3 Total
Equities $ 5,815,146 $ - 9 - $ 5,815,146
Fixed income 2,976,501 - - 2,976,501
Money market 1,521,268 - - 1,521,268
$ 10,312,915 $ - 3 - $ 10,312,915

Assets at Fair Value as of December 31, 2021

Level 1 Level 2 Level 3 Total
Equities $ 5,855,317 $ - $ - $ 5,855,317
Fixed income securities 3,236,366 - - 3,236,366
Money market 328,376 - - 328,376
$ 9,420,059 $ - $ - $ 9,420,059

NOTE 6 - Property and Equipment
Property and equipment consist of the following:

December 31,

2022 2021
Land $ 1,552,623 $ 1,742,623
Vehicles 36,667 36,667
Equipment 30,453 30,453

1,619,743 1,809,743
Less: accumulated depreciation (67,120) (67,120)

$ 1,552,623 $ 1,742,623
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 6 - Property and Equipment (Continued)

PVPLC is the owner of seven parcels of open space land located on the Palos Verdes Peninsula
that is valued at $1,552,623.

The first parcel of land is approximately 20 acres, known as Lunada Canyon, and 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 1.25 acres, known as Middleridge, and is located
in Rolling Hills. The total value of the property is $50,000.

The third parcel of land is approximately 28 acres, known as the Linden H. Chandler, and is
located in Rolling Hills Estates. PVPLC has a partial ownership interest of approximately 19
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.
The value of the 19-acre portion owned by PVPLC is $575,000.

In 2021, PVPLC had a fourth parcel of land with approximately 1.43 acres, known as Fig Tree
parcel, located in Rancho Palos Verdes. The total value of the property at December 31, 2021
was $190,000. In December 2022, PVPLC entered into a confidential agreement to transfer
the parcel to a non-related third party. PVPLC recognized impairment of property of $165,000
on the accompanying statement of activities for the year ended December 31, 2022.

The fifth and sixth parcels of land are approximately 0.5 acres 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 PVPLC is approximately 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.

PVPLC has been granted conservation easements over properties held in fee title by other

entities that include the City of Rolling Hills Estates, the City of Rancho Palos Verdes, and a
corporation. PVPLC oversees six conservation easements
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 6 - Property and Equipment (Continued)

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 Conservation Easements do not transfer interest or
possession of the parcels to PVPLC, no value was assigned to the Conservation Easements.

NOTE 7 - Land Conservation Grant

In June 2022, PVPLC and the City of Rancho Palos Verdes entered into an agreement with a
non-related third party to purchase a 96-acre property for conservation purposes. PVPLC
acquired the property for approximately $2,298,000 of which $1.0 million was funded by the
Los Angeles County Regional Park and Open Space District, while the remaining $1.3 million
was raised from individual donor contributions made to PVPLC. As part of a separate
agreement with the City of Rancho Palos Verdes, upon acquisition of the land, PVPLC granted
the land deed of the acquired property to the City of Racho Palos Verdes and recognized the
acquisition as land conservation grant expense totaling $2,298,034 on the accompanying
statement of functional expenses for the year ended December 31, 2022. Under the terms of
the agreement with the City of Rancho Palos Verdes, PVPLC was granted a Conservation
Easement deed to the acquired property. Since the terms of the Conservation Easement do not
transfer interest or possession of the property to PVPLC, no value was assigned to the
Conservation Easement.

NOTE 8 - Line of Credit

PVPLC has an unsecured line of credit, with a variable interest rate not less than 5.25%, a
capacity of $500,000, and a maturity date of April 2023. At December 31, 2022, and through
the date of the financial statements, there was no outstanding balance owed on the credit line.
Subsequent to year-end, the line of credit was extended through April 2024.
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PALOS VERDES PENINSULA LAND CONSERVANCY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 9 - Coronavirus Aid, Relief, and Economic Security (CARES) Act Funding
Employee Retention Credits

The Employee Retention Credit (ERC) was enacted in March 2020 by the Coronavirus Aid,
Relief, and Economic Security Act (CARES Act) and amended in December 2020, by the
Taxpayer Certainty and Disaster Tax Relief Act (TCDTR Act). The ERC is a refundable tax
credit against certain employment taxes equal to 50% of the qualified wages an eligible
employer paid to employees in calendar year 2020 (between March 2020 and before January
2021) and 70% of the qualified wages in calendar year 2021. For the year ended December 31,
2022, PVPLC recognized $426,109 of refundable ERCs received under provisions of the
CARES Act and TCDTR Act on the accompanying statement of activities.

Paycheck Protection Program Loan

In March 2020, Congress passed the Paycheck Protection Program (PPP) under Division A,
Title I of the CARES Act, which authorized loans to small businesses for use in paying
employees that they employed throughout the COVID-19 pandemic and for rent, utilities, and
interest on mortgages. Loans obtained through the program were eligible to be forgiven as long
as the proceeds were used for qualifying purposes and certain other conditions were met.

In March 2021, PVPLC obtained a loan under the second round of the PPP in the amount of
$207,315. In August 2021, PVPLC received a notification from the Small Business
Administration that the loan was forgiven in full. For the year ended December 31, 2021,
PVPLC recognized PPP loan forgiveness income of $207,315 on the accompanying statement
of activities.

NOTE 10 -Contingency
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 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.
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PALOS VERDES PENINSULA LAND CONSERVANCY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)
NOTE 11 - Net Assets Designated by the Board

PVPLC’s governing board has designated net assets for the following purposes:

December 31,

2022 2021
Quasi-Endowment fund $ 2,402,227 $ 2,337,537
Restoration fund 2,600,000 -
Emergency operating reserve 1,000,000 1,491,715
Easement enforcement and legal defense 250,000 250,000
Board approved distributions for operations 226,015 214,697
4,076,015 1,956,412

$ 6,478,242 $ 4,293,949

Quasi-Endowment Fund: The Quasi-Endowment Fund as designated by the Board derives from
major unrestricted gifts and accumulated investment returns and is invested for long-term
appreciation to build the long-term financial sustainability of PVPLC. This fund may also be
accessed by the board of directors for emergencies or other purposes, including land
acquisitions.

Restoration fund: In July 2022, the board of directors approved a $2.6 million restoration
reserve. The restoration reserve funds are designed for costs for future engineering and land
acquisitions.

Emergency Operating Reserve: A reserve equal to nine months of the coming year’s budgeted
expenses is maintained for assurance of the continuity of PVPLC services, fulfillment of
obligations under its management contracts, as well as retention of its highly trained staff
during periods of economic distress that may result in shortfalls in donations during any given
year.

Easement Enforcement and Legal Defense Fund: A reserve of $250,000 shall be established
primarily to supplement proceeds from PVPLC’s insurance for the legal defense against
encroachments of its conservation easements, which is a PVPLC fiduciary obligation. These
funds may also be used as necessary to take action prior to collection of insurance proceeds or
for other legal costs.
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PALOS VERDES PENINSULA LAND CONSERVANCY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

(WITH COMPARATIVE TOTALS FOR 2021)
NOTE 11 - Net Assets Designated by the Board (Continued)
Board approved distributions for operations: A reserve is established at the end of each year to
fund the following year’s estimated annual distribution from long-term investments to support
operations. The annual distribution can be adjusted by the board, but it is typically 5% of the
average of the prior three year-end balances of all long-term investments.
NOTE 12 - Net Assets With Donor Restrictions

Net assets with donor restrictions consist of the following:

December 31,

2022 2021
Acquisition and restoration $ 356,150 $ 570,030
Stewardship 15,000 15,000
Accumulated endowment earnings 177,460 691,886

548,610 1,276,916
Endowment funds restricted in perpetuity 2,207,994 2,207,994

$ 2,756,604 $§ 3.484.910

NOTE 13 - Endowment

PVPLC’s endowment consists of board-designated funds and several individual donor-
designated funds to support a variety of purposes including literacy, humanities, and literary
programs. Net assets associated with endowment funds, including funds designated by the
Board of Directors to function as endowment funds, are classified and reported based on the
existence or absence of donor-imposed restrictions or Board designations.
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)

NOTE 13 - Endowment (Continued)

PVPLC’s management and investment of donor-restricted endowment funds is subject to the
provisions of the Uniform Prudent Management of Institutional Funds Act (UPMIFA). PVPLC
has interpreted California’s enacted version of UPMIFA as requiring the preservation of the fair
value of the original gift as of the gift date of the donor-restricted endowment funds, absent
explicit donor stipulations to the contrary. As a result of this interpretation, PVPLC classifies as
perpetuity restricted net assets: (a) the original value of the gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)

accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified in perpetually
restricted net assets is classified as with donor restricted for specific purpose net assets until
those amounts are appropriated for expenditure by PVPLC in a manner consistent with the
standard of prudence prescribed by UPMIFA.

Return Objectives and Risk Parameters

PVPLC’s endowment funds are invested and managed according to their investment and
spending policies. These policies attempt to provide a consistent return on assets in order to
achieve a stable stream of funding for programs supported by PVPLC’s endowment, while
seeking to maintain the purchasing power of the endowment assets. As a result, the endowment
assets are invested in a manner that is intended to produce results that, over the long term,
meet or exceed the spending policy rate, plus the rate of inflation.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, PVPLC relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). PVPLC employs a diversified asset
allocation to achieve its long-term return objectives within prudent risk constraints.

PVPLC maintains an advisory services agreement with Commonfund’s Strategic Solutions

program. This program diversifies PVPLC’s investment portfolio into emerging markets,
global and private equity, and alternatives.
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NOTE 13 - Endowment (Continued)
Spending Policy and the Related Investment Objectives

PVPLC has set policies for appropriating expenditure each year 4 to 6% of the endowment
fund’s average fair value over the preceding 12 quarters, subject to maintaining certain
minimum fund balances. For both of the years ended December 31, 2022 and 2021, PVPLC’s
board approved a 5% appropriation rate. The spending policies are consistent with PVPLC’s
objectives to maintain the purchasing power of the endowment assets held in perpetuity, as
well as to provide additional real growth through new gifts and investment return. In
establishing these policies, PVPLC considered the long-term expected return on its
endowment. Accordingly, over the long term, PVPLC expects the current spending policies to
allow for an accumulation of earnings over time that will create endowment growth sufficient

to preserve or increase the purchasing power of its endowment funds. The net accumulation of
investment earnings under this policy for restricted endowment funds is classified within with
donor restricted net assets.

Funds with Deficiencies

The fair value of assets associated with individual donor-restricted endowment funds may fall
below the level that the donor or UPMIFA requires PVPLC to retain as a fund of perpetual
duration. No such deficiencies existed as of December 31, 2022 and 2021.

Amounts Appropriated for Expenditure

The amounts appropriated for expenditure during the year ended December 31, 2022 was

$113,300 from Donor Designated Endowment funds. These amounts are reflected in the
accompanying statement of activities within net assets released from restrictions.
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PALOS VERDES PENINSULA LAND CONSERVANCY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR 2021)
NOTE 13 - Endowment (Continued)

Amounts Appropriated for Expenditure

Endowment net asset composition by type of fund is as follows:

Without
Donor With Donor
Restrictions Restrictions Total
At December 31, 2022:
Board-designated $ 2,402,227 $ - $ 2,402,227
Donor-designated:
Donor endowed fund earnings restricted - 177,460 177,460
Perpetuity restricted - 2,207,994 2,207,994
Total endowment funds $ 2402227 $ 2385454 $ 4,787,681
At December 31, 2021:
Board-designated $ 2,337,537 % - $ 2,337,537
Donor-designated:
Donor endowed fund earnings restricted - 691,886 691,886
Perpetuity restricted - 2,207,994 2,207,994
Total endowment funds $ 2,337,537 $ 2.899.880 $ 5.237.417
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NOTE 13 - Endowment (Continued)

Amounts Appropriated for Expenditure (Continued)

Changes in endowment net assets for the year ended December 31, 2022 were as follows:

Without
Donor With Donor
Restrictions Restrictions Total

Beginning of year $ 2,337,537 $ 2,899,880 $ 5,237,417
Investment return:

Interest and dividends 32,387 47,348 79,735

Net depreciation (267,697) (448,474) (716,171)
Total investment return (235,310) (401,126) (636,436)
Amounts appropriated

for expenditure - (113,300) (113,300)
Additional: Board designations 300,000 - 300,000

300,000 (113,300) 186,700

End of year $ 2,402,227 $ 2,385,454 $§ 4,787.681

NOTE 14 - Subsequent Events

In April 2023, PVPLC purchased a building for $1,875,000 in the City of Rancho Palos
Verdes for PVPLC’s new headquarters. PVPLC has entered into various agreements for the
renovations of the headquarters. PVPLC has estimated total construction costs of $270,000 for
the renovations of the headquarters, which is expected to be completed in December 2023.

Management has evaluated subsequent events through October 30, 2023, the date which the
financial statements were available for issue. Except as noted above, no other events or
transactions have occurred during this period that appear to require recognition or disclosure in
the financial statements.
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