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N

D Z PHILLIPS

Certificd Public Accountants & Advisors

INDEPENDENT AUDITORS' REPORT

Board of Directors
Sempervirens Fund

We have audited the accompanying financial statements of Sempervirens Fund (the “Fund,” a
California nonprofit land conservation organization) which comprise the statement of financial
position as of June 30, 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. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the 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 Fund’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 Fund’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Sempervirens Fund as of June 30, 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.

135 Main Street. 9" Floor, San Francisco, CA 94105
P 415-781-2500 | F 415-781-2530 | E cpas@dzhphillips.com




INDEPENDENT AUDITORS' REPORT (continued)

Report on Summarized Comparative Information

We have previously audited the Sempervirens Fund’s financial statements for the year ended June 30,
2016, and we expressed an unmodified audit opinion on those audited financial statements in our
report dated October 31, 2016. In our opinion, the summarized comparative information presented
herein as of and for the year ended June 30, 2016, is consistent, in all material respects, with the audited
financial statements from which it has beenderived.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The Schedule of Land Holdings on page 26 is presented for purposes of additional analysis and is not
a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated in all material respects in relation to the financial statements as a whole.

DZH 1Yithpor— L12

San Francisco, California
October 31, 2017



Sempervirens Fund
STATEMENT OF FINANCIAL POSITION

June 30, 2017
(with summarized comparative totals for June 30, 2016)

2017 2016
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 6,323,271 $ 4,620,845
Certificates of deposit 2,121,470 1,633,524
Grants receivable, net 137,250 1,027,720
Notes receivable 71,607 14,137
Prepaids and other current assets 121,470 66,107
Total current assets 8,775,068 7,362,333
CONSERVATION LAND AND EASEMENT HOLDINGS 17,431,336 17,306,375
PROPERTY AND EQUIPMENT, NET 18,909 27,249
OTHER ASSETS
Investments - endowment 254,427 222,496
Investments - capital 833,069 820,460
Grants receivable, net 70,134 60,856
Charitable remainder trust, net 167,516 160,148
Notes receivable, less current portion 18,261 164,060
Other non-current assets 75,000 75,000
Total other assets 1,418,407 1,503,020
Total assets $ 27,643,720 $ 26,198,977
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 115,631 $ 44,981
Accrued payroll and other liabilities 93,762 86,522
Total current Liabilities 209,393 131,503
NET ASSETS
Unrestricted
Board designated land reserve fund 17,431,336 17,306,375
Board designated land easement monitoring 300,000 300,000
Board designated easement defense 50,000 50,000
Undesignated 6,041,384 5,766,525
Total unrestricted 23,822,720 23,422,900
Temporarily restricted 3,425,151 2,458,118
Permanently restricted 186,456 186,456
Total net assets 27,434,327 26,067,474
Total liabilities and net assets $ 27,643,720 $ 26,198,977

The accompanying notes are an integral part of this statement.
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Sempervirens Fund
STATEMENT OF ACTIVITIES

for the year ended June 30, 2017
(with summarized comparative totals for June 30, 2016)

2017 2016
Temporarily Permanently
Unrestricted Restricted Restricted Total Total
Revenue and other support
Contributions and grants $ 2,776,377 $ 1,556,891 $ - $ 4,333,268 $ 4,388,777
Land and stewardship income 99,005 - - 99,005 55,000
Interest income 48,275 6,056 - 54,331 55,416
Realized and unrealized gain on investments 15,468 17,224 - 32,692 12,072
Net change in value of charitable
remainder trusts - 7,368 - 7,368 (5,661)
Other support 67,174 - - 67,174 34,383
Total revenue and other support 3,006,299 1,587,539 - 4,593,838 4,539,987
Net assets released from restrictions 620,506 (620,506) - B -
Total revenue and other support 3,626,805 967,033 - 4,593,838 4,539,987
Operating expenses:
Programs:
Land 785,495 - - 785,495 661,200
Stewardship 702,002 - - 702,002 425,999
Education and outreach 333,669 - - 333,669 329,254
Trees and groves 145,727 - - 145,727 126,457
Total program services 1,966,893 - - 1,966,893 1,542,910
Support services:
General and administrative 362,523 - - 362,523 378,145
Fundraising 897,569 - - 897,569 797,292
Total support services 1,260,092 - - 1,260,092 1,175,437
Total expenses 3,226,985 - - 3,226,985 2,718,347
Change in net assets 399,820 967,033 - 1,366,853 1,821,640
Net assets, beginning of year 23,422,900 2,458,118 186,456 26,067,474 24,245,834
Net assets, end of year $23,822,720 § 3,425,151 § 186,456 $27,434,327 § 26,067,474

The accompanying notes are an integral part of this statement.
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Sempervirens Fund
STATEMENT OF CASH FLOWS

for the year ended June 30, 2017
(with summarized comparative totals for June 30, 2016)

2017 2016
Cash flows provided by (used in) operating activities:
Contributions and grants receipts $ 5,031,129 $ 3,580,401
Investment income receipts 54,331 48,891
Land and stewardship income receipts 99,005 -
Other receipts 67,174 40,908
Payments for salaries and related expenses (1,105,251) (1,025,172)
Payments for land and related expenses (369,198) (318,481)
Payments for land improvements (124,961) (141,948)
Payments for stewardship expenses (469,101) (280,255)
Payments for interest expense (138) (1,421)
Payments for other operating expenses (1,252,430) (1,261,267)
Net cash provided by operating activities 1,930,560 641,656
Cash flows provided by (used in) investing activities:
Sale of land and easements - 630,000
Net change in investments and certificates of deposit (316,463) 100,783
Purchase of equipment - (24,351)
Principal payments on note receivable 88,329 52,342
Net cash provided by (used in) investing activities (228,134) 758,774
Net increase in cash and cash equivalents 1,702,426 1,400,430
Cash and cash equivalents, beginning of year 4,620,845 3,220,415
Cash and cash equivalents, end of year $ 6323271 $§ 4,620,845

The accompanying notes are an integral part of this statement.
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Sempervirens Fund
STATEMENT OF CASH FLOWS (continued)

for the year ended June 30, 2017
(with summarized comparative totals for June 30, 2016)

2017 2016
Change in net assets $ 1,366,853 $ 1,821,640
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Depreciation 8,340 8,340
Donated securities (183,331) (116,274)
Gain on sale of land and easements - (55,000)
Net realized and unrealized gain on investments (32,692) (12,072)
Net change in charitable remainder trusts (7,368) 5,661
Changes in land improvement (124,961) (141,948)
Donation of land - (575,000)
Changes in operating assets and liabilities:
Grants receivable 881,192 (101,962)
Prepaids and other assets (565,363) (41,135)
Accounts payable, accrued payroll, and other liabilities 77,890 (150,594)
Net cash provided by operating activities $ 1,930,560 $ 641,656

The accompanying notes are an integral part of this statement.
9



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS

June 30, 2017

NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Description of Organization

Sempervirens Fund (the “Fund”) is a California nonprofit land conservation organization that
has been protecting the coast redwoods of the Santa Cruz Mountains since 1900. Its mission is
to preserve redwood forests, wildlife habitats, watersheds, and other important natural features
of California’s Santa Cruz Mountains and to encourage people to appreciate and enjoy this
environment. Since its founding, the Fund has protected more than 35,000 acres of redwood
forestland, most of which have been incorporated into Big Basin Redwoods, Butano, Castle

Rock, and Portola Redwoods State Parks.

The Fund currently has four programs:

Land Acquisition and Disposition (“Land”) — the Fund works closely with California
State Parks, other public agencies, and local nonprofits to make strategic land purchases
that create, expand, and link redwood forests and parks. In most cases, the Fund acquires
fee title to land with the intention of eventually transferring it into public ownership;
however, in some cases, it acquires and holds conservation easements that provide certain
rights such as trail access, or prevent future subdivision, development or timber harvesting
on privately held parcels of land. When appropriate, the Fund also enters into joint ventures
with other land conservation organizations providing cash or other assets to support priority
conservation projects. The Fund’s participation appears as direct expenses within land
program expenses.

Stewardship — properties that are held by the Fund require ongoing stewardship to ensure
that the land is in good condition and the forests remain healthy. Stewardship activities
include removing debris, maintaining trails, monitoring wildlife, restoring waterways and
controlling erosion, clearing invasive plants, and planting new seedlings as needed.

In addition to regular stewardship of the Fund’s land and easements, the Fund acts as a
fiscal agent for the Amah Mutsun Land Trust, which is seeking its own nonprofit status.
For the year ended June 30, 2017, expenses included in the Stewardship Program for the
Amah Mutsun Land Trust was $ 148,756.

Education and Outreach — the Fund regularly communicates general information about its
work, and opportunities to find recreation in the Santa Cruz Mountains. The
communication strategies include publications, other printed materials, website, social
media and electronic newsletters. The outreach activities include events, speakers, hiking
and volunteer opportunities. The focus of this fund is to educate new groups of people
about the Fund’s work, introduce them to outdoor recreation opportunities, and cultivate
their interest to become new stewards of the redwood habitat.

10



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)
June 30, 2017

NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Description of organization (continued)

Trees and Groves — the Fund provides the opportunity for its donors to dedicate a tree or
grove located within one of the State Parks of the Santa Cruz Mountains. The Fund has
entered into an agreement with California State Parks whereby the Fund is permitted to sell
the naming rights to the trees.

Basis of accounting

The Fund maintains its books and records on the accrual basis of accounting, and accordingly
these financial statements reflect all significant receivables, payables, and other liabilities.

Net assets

The net assets of the Fund are reported in three classes as follows:

Unrestricted Net Assets

Unrestricted net assets are the portion of net assets that are neither temporarily nor
permanently restricted by donor-imposed stipulations. Unrestricted net assets include board
designated funds.

In May 2015, the Board designated funds for the land reserve to be a more flexible amount
that represents the value of all land and easement holdings (817,431,336 at June 30, 2017).
The Board also designated additional funds for Conservation Easement Monitoring in the
amount of $300,000 and for Conservation Easement Defense in the amount of $50,000.

Temporarily Restricted Net Assets

Temporarily restricted net assets are the portion of net assets for which use is limited by
donor-imposed restrictions that either expire by passage of time or can be fulfilled and
removed by certain actions of the Fund.

Permanently Restricted Net Assets

Permanently restricted net assets, are the portion of net assets for which use is limited by
donor-imposed stipulations that neither expire by the passage of time nor can otherwise by
removed by actions of the Fund.

11



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Cash and cash equivalents

For purposes of the statement of cash flows, the Fund considers all highly liquid investments
with an initial maturity of three months or less when purchased to be cash equivalents.

Financial instruments that potentially subject the Fund to concentrations of credit risk consist
principally of cash and cash equivalents. Risks associated with cash and cash equivalents are
mitigated by banking with creditworthy institutions. Such balances with any one institution
may, at times, be in excess of federally insured amounts (currently $250,000 per depositor).
The Fund has not experienced any losses in such accounts and believes it is not exposed to
any significant credit risk.

Investments

Certificates of deposit with original maturity dates of more than three months are stated at cost
plus accrued interest which approximates fair market value. Interest income is recognized in
the period that it is earned.

A capital investment pool was established to serve as a potential source of funds for large
scale land projects in compliance with a revised investment policy. The investments consist of
mutual funds and exchange-traded funds which are stated at fair market value using quoted
market prices. Unrealized and realized gains and losses are recorded in the Statement of
Activities.

Long-term investments relate to the Fund’s permanent endowment. The investments consist of
mutual funds and exchange-traded funds which are stated at fair market value using quoted
market prices. Unrealized and realized gains and losses are recorded in the Statement of
Activities.

Grants receivable

Grants receivable and contributions are recorded when the grant or contribution is
unconditional in substance. If the grant or contribution is restricted by the donor, they are
reported as increases in temporarily or permanently restricted net assets. The Fund uses the
allowance method to determine uncollectable grants receivable. The allowance is based on
prior years’ experience and management’s analysis of grants receivable. Management has
determined that no allowance for uncollectable grants receivable is necessary at June 30,
2017.

12



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)
June 30, 2017
NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Grants receivable (continued)

Grants receivable that extend beyond one fiscal year are discounted to reflect their net present
value. The discounts on these amounts are computed using a risk-fee interest rate applicable to
the year in which the promises were received plus an additional risk premium factor.

Land and land transactions

Land is held for resale or transfer to public agencies and is recorded at the lower of cost or fair
market value except when acquired at less than appraised value in a bargain purchase. When
fair market value is greater than consideration paid by the Fund, a contribution is recorded
from the seller to the Fund for the difference. The Fund performs periodic assessments of land
carrying values and records any decreases in value as necessary. Any such decreases are
recorded as program expenses in the Statement of Activities as adjustments to land value. The
Fund does not appraise all of its land holdings each year. However, when information is
obtained concerning the current valuation of a land holding, a determination is made by
management whether a new appraisal is warranted

In years when land is conveyed to a public agency and an updated appraisal, obtained for sales
purposes, is higher than the carrying value, the Fund will record the increase in value as an
adjustment to land value and record any difference between consideration received from the
agency and the revised value as a contribution of land value to the agency.

Land with a life estate

Land with a life estate is recorded at the lower of cost or market value, less a discount to
present value. For the year ended June 30, 2017, the Fund had one parcel of land with a life
estate value of $200,000.

Charitable remainder trusts

Charitable remainder trusts are recorded at the fair value of their assets, less a discount to
present value.

13



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Property and equipment

Property and equipment consists of leasehold improvements, office furniture and equipment
which are recorded at cost, if purchased or at fair market value on the date of donation, if
donated. Assets costing $5,000 or more individually will be capitalized and depreciated in
accordance with the Fund’s depreciation policies.

The Fund computes depreciation for office furniture and equipment using the straight-line
method over estimated useful lives, ranging from four to ten years. Leasehold improvements
are amortized over the lease term. Accumulated depreciation and amortization was $321,474
at June 30, 2017. Depreciation and amortization expense for the year ended June 30, 2017
totaled $8,340.

Revenue recognition

Unconditional promises to give to the Fund are recorded as revenue at their fair value when
the promise is made. Contributions received are recorded as unrestricted, temporarily
restricted or permanently restricted support based on whether they include donor stipulations
that limit the use of the contributions. When a donor restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the Statement of Activities
as net assets released from restriction.

The Fund is occasionally notified by donors or the trustees of their estates that they have been
named as a beneficiary in their will. The Fund will not immediately recognize these gifts as
receivables and contributions unless they are irrevocable, unconditional and measurable. If a
gift does not meet these criteria it is not recognized as contribution revenue until the will is
declared valid and subject to final distribution. At that time, the Fund recognizes the
contribution at fair value, net of a discount for likely fees and taxes, based on historical
experience.

Donated assets and services

Donated equipment, goods and services are recorded at their fair value as of the date of the
donation. Contributed services which require specialized skill, and which the Fund would
have paid for if not donated, are recorded at the fair value at the time the services are rendered.

14



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)
June 30, 2017
NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Donated assets and services (continued)

During the year ended June 30, 2017, volunteers contributed their time to the Fund, primarily
for the building and maintenance of trails and the restoration program in the Santa Cruz
Mountains State Parks. The value of this contributed time is not reflected in the financial

statements.

During the year ended June 30, 2017, pro bono legal services of $17,197 and donated furniture
of $45,165 were received by the Fund and recorded in the financial statements as in-kind
donations and expenses.

Functional expense allocation

Costs that are directly attributed to a program are charged to that program. Other costs and
support services are allocated to programs, fundraising, general and administrative services
based on the amount of time spent on the programs or support services by the Fund’s
employees.

Income taxes

The Fund has been granted tax exempt status under Section 501(c)(3) by the Internal Revenue
Service (IRS) and under Section 23701(d) by the California Franchise Tax Board.

Each year, management considers whether any material tax position the Fund has taken is
more likely than not to be sustained upon examination by the applicable taxing authority.
Management believes that any positions the Fund has taken are supported by substantial
authority and, hence, do not need to be measured or disclosed in these financial statements.

Use of estimates

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities, and the reported revenues and expenses. Actual results
could differ from these estimates.

Reclassifications

Certain reclassifications have been made to the 2016 financial statement presentation to
correspond to the current year’s financial statement presentation. The reclassifications had no
impact on the change in net assets.

15



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE A — DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Comparative Financial Information

The financial statements include certain prior-year summarized comparative information in
total but not by net asset class. Such information does not include sufficient detail to constitute
a presentation in conformity with GAAP. Accordingly, such information should be read in
conjunction with the Fund’s financial statements for the year ended June 30, 2016, from which
the summarized information was derived.

Subsequent events

Management has evaluated subsequent events through the date the financial statements are
available to be issued, October 31, 2017 (refer to Note M).

NOTE B - CONCENTRATIONS

Contribution and Grant Revenue

At June 30, 2017, three donors had receivables that made up a total of 81% of the grants
receivable balance. There was one donor that made up approximately 22% of contribution and
grant revenue for the year ended June 30, 2017.

NOTE C - GRANTS RECEIVABLE

Grants receivable at June 30, 2017 consists of the following;:

2017
Receivables in one year or less $ 137,250
Receivables in two to five years 73,185
Less: discount to present value (3.051)
$ 207,384

These receivables have been discounted using interest rate of 2.4%.

16



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE D - CHARITABLE REMAINDER TRUSTS

The Fund is the beneficiary of certain irrevocable charitable remainder trusts. The Fund will
not have the use of these assets until the remainder benefits are realized. Under the terms of
these remainder trusts, the donors receive annuities out of the trust assets. The Fund has
determined that the liability related to the beneficiary interests is equivalent to the principal
and income growth of the trust assets and therefore, it is not recorded in the financial
statements. The Fund has determined the fair market value of these trust assets, which consist
wholly of marketable securities and/or tradable mutual funds, by using quoted prices for
identical assets in active markets and applying an appropriate present value discount.

At June 30, 2017, the value of these assets is as follows:

2017
Charitable remainder trusts, at fair market value $ 201,715
Less present value discount at the applicable
federal rate 0f 2.4% for 2017 (34,199)
Charitable remainder trusts, net $ 167,516
NOTE E - NOTES RECEIVABLE
Notes receivable from two unrelated parties consist of the following:
2017
Note receivable from an unrelated party issued in October 2002 in
connection with the sale of land, which bears interest at 6.45%
with monthly principal and interest payments of $1,997. The note
is secured by the land and matures in April 1, 2018. $ 71,607
Note receivable from an unrelated party issued in June 2011,
which bears interest at 3% with interest only payments due
annually. The note is secured by a land with no stated maturity
date. The note has been classified as noncurrent as management
does not anticipate repayment within the next year. 18,261
89,868
Less: current maturities (71,607)
$ 18,261

17



Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE F - FAIR VALUE MEASUREMENTS

The Fund accounts for all its financial instruments which are required to be measured at fair
value on a recurring basis. Fair value is defined as the price that would be received to sell an
asset or paid to transfer a liability (i.e. the exit price) in an orderly transaction between market
participants at the measurement date.

In determining fair value, the Fund uses various valuation approaches. A hierarchy has been
established for inputs used in measuring fair value that maximize the use of observable inputs
and minimizes the use of unobservable inputs by requiring that the most observable inputs be
used when available. Observable inputs are inputs that market participants would use in
pricing the asset or liability developed based on market data obtained from sources
independent of the Fund. Unobservable inputs are inputs that reflect the Fund’s assumptions
about what market participants would use in pricing the asset or liability developed based on
the best information available in the circumstances.

The hierarchy is broken down into three levels based on the observability of inputs as follows:

e Level I- quoted prices in active markets for identical investments. Investments in
Level 1 include listed equities held in the name of the Fund, and exclude listed
equities and other securities held indirectly through commingled funds.

e Level 2- pricing inputs, including broker quotes, are those other than exchange
quoted prices in active markets, are either directly or indirectly observable as of the
reporting date which the fair value is determined through the use of models or
other valuation methodologies. Level 2 assets are based on estimated current
market inputs for similar financial instruments with comparable terms and credit

quality.

e Level 3- pricing inputs are unobservable for the investment and includes situations
where there is little, if any, market activity for the investments and may require a
high level of judgment to determine the fair value.

The categorization within the valuation hierarchy is based upon the lowest level of input that
is significant to the fair value measurement.
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Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTEF - FAIR VALUE MEASUREMENTS (continued)

The table below presents the level hierarchy of assets measured at fair value on a recurring
basis as of June 30, 2017:

Assets at Fair Value as of June 30, 2017

Level 1 Level 2 Level 3 Total
Certificates of deposit $ - $2,121,470 $ - $ 2,121,470
Mutual funds 41,987 = - 41,987
Exchange-traded and closed-end finds 1,045,509 - - 1,045,509
Charitable remainder trusts - 167,516 - 167,516
Total investments $1,087,496 $2,288,986 $ - $ 3,376,482

NOTE G - OTHER ASSETS

Included in other assets is a portfolio of artwork, at its original appraised value of $75,000 at
June 30, 2017.

NOTE H - RETIREMENT PLAN

The Fund has a retirement income account plan for its employees. The Fund makes matching
contributions on an annual basis of 6% of each participant’s current base salary. The
contributions to the plan amounted to $52,019 for the year ended June 30, 2017.

NOTE I - CARBON CONTRACT

During fiscal year 2008, a contract was executed with a major public utility to sell Verifiable
Emission Reduction units, commonly referred to as carbon credits, related to land and
conservation easements owned by the Fund. The contract has a total potential value of
$152,532, receipt of which is contingent upon a number of approvals, verifications and
methodologies to be performed periodically. Future realization of these credits is currently not
predictable with any certainty; therefore, they are not recognized as revenue until received by
the Fund. During the year ended June 30, 2017, no revenue was received or recorded.
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Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE J - COMMITMENTS

The Fund entered into a seven year office lease agreement in 2010. During the year ended
June 30, 2017, the Fund renewed the existing office lease agreement and modified terms to
include the leasing of an additional suite. Minimum monthly rent for the existing and new
lease is $6,809 and $13,691, respectively, with increases in accordance with the consumer
price index. The Fund also leases storage space on a month-to-month basis. During the year
ended June 30, 2017, total office rent expense was $155,575. These amounts include charges
for common area costs. Additionally the Fund entered into a five year copier machine lease in
2015 with monthly payments of $179.

Future minimum payments under the leases are as follows:

Year ending June 30, Facilities Equipment Total
2018 $ 165,357 $ 2,148 $ 167,505
2019 171,971 2,148 174,119
2020 178,850 - 178,850
2021 186,004 - 186,004
2022 160,136 - 160,136

$ 862,318 $ 4,296 $ 866,614
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Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE K - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets as of June 30, 2017 were restricted for the following time and
purpose restrictions:

2017
Time restricted:

Interest in charitable remainder trusts, net $ 167,517

Program restricted:
Land acquisition 1,059,837
Castle Rock 641,529
Castle Rock State Park entrance 436,490
Castle Rock State Park entrance donors 266,300
Carbon project 226,338
Cemex cement plant 235,350
Planted trees 159,770
Endowment find investment return 76,992
Amah Mutsun Tribe 43,000
National Monument 25,000
Santa Cruz Mountain Stewardship 6,148
Other program services 80,880
Total program restricted 3,257,634
Total temporarily restricted $ 3,425,151
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Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE K - TEMPORARILY RESTRICTED NET ASSETS (continued)

For the year ended June 30, 2017, temporarily restricted net assets were released from donor
restrictions by incurring expenses satisfying the purpose or time restriction specified by
donors as follows:

2017
Program purpose:
Cemex cement plant $ 194416
Amah Mutsun Tribe 148,756
Santa Cruz Mountain Stewardship 139,895
Carbon project 87,662
National Monument 17,257
Land acquisition 14,386
Planted trees 11,884
Other program services 6,250
Total temporarily restricted net assets
released from restriction $ 620,506

NOTE L - ENDOWMENT FUND

The Fund’s endowment currently consists of one fund created as the result of a bequest of
$186,456 received with the stipulation that it be used for endowment purposes with income
henceforth to be used for the Fund’s operations. The endowment is recorded on the Statement
of Financial Position as long-term investments. All income earned on endowment fund
investments is treated as temporarily restricted until appropriated by the Fund’s Board. The
endowment fund interest income and net realized and unrealized gain for the year ended June
30, 2017 was $23,280.

The State of California enacted the Uniform Prudent Management of Institutional Funds Act
(“UPMIFA™) effective January 1, 2009, the provisions of which apply to endowment funds
existing on or established after that date. Net asset classifications of donor-restricted
endowment funds subject to an enacted version of UPMIFA have been accounted for
appropriately in these financial statements. Additional disclosures about the Fund’s
endowment funds subject to UPMIFA have been included for the year ended June 30, 2017.
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Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE L - ENDOWMENT FUND (continued)

Interpretation of Relevant Law

The Fund’s Board 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 fund, absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Fund classifies as permanently restricted net assets (1) the original value of
gifts donated to the permanent endowment, (2) the original value of subsequent gifts donated
to the permanent endowment, and (3) additions to the permanent endowment in accordance
with donor directions. 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 the Fund in a manner consistent
with the standard of prudence prescribed by the enacted version of UPMIFA.

Spending Policy

In accordance with the State of California’s enacted version of UPMIF A, the Fund considers
the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

(1) The duration and preservation of the endowment funds;

(2) The purposes of the endowment funds;

(3) General economic conditions;

(4) The possible effect of inflation and deflation;

(5) The expected total return from income and the appreciation of investments;
(6) Other resources of the Fund; and

(7) The investment policies of the Fund.

Investment Policy, Strategies, and Objectives

The Fund has adopted investment and spending policies for endowment assets that attempts to
maximize total return consistent with an acceptable level of risk, and to provide a predictable
stream of funding to programs supported by its endowment. Under this policy, as approved by
the Board, the Endowment’s funds are invested in a manner that is intended to produce results
that exceed the price and yield results while assuming a moderate level of investment risk. The
Fund expects its endowment funds, over time, to provide an average rate of return of
approximately 4% percent annually. Actual returns in any given year may vary from this
amount.
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Sempervirens Fund
NOTES TO FINANCIAL STATEMENTS (continued)

June 30, 2017

NOTE L - ENDOWMENT FUND (continued)
Investment Policy, Strategies, and Objectives (continued)
To satisfy its long-term rate-of-return objectives, the Fund relies on a total return in which
investment returns are achieved through both capital appreciation and current yield. The Fund
targets a diversified asset allocation that helps to achieve its long-term objectives within
prudent risk constraints.
Funds with Deficiencies
From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires the Fund to
retain as a fund of perpetual duration. No deficiencies were noted at June 30, 2017.

Changes in endowment net assets for the year ended June 30, 2017 are as follows:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Endowment net assets, June 30, 2016 $ - $ 53,712 $ 186,456 $ 240,168
Investment return:
Interest ncome - 6,056 - 6,056
Net realized and unrealized -
Gain on investment - 17,224 - 17,224
Total investment return - 23,280 - 23,280
Endowment net assets, June 30, 2017 $ - $ 76,992 $ 186,456 $ 263,448

NOTE M — SUBSEQUENT EVENT

In August 2017, the Fund entered into a $4.6 million construction contract to develop various
land improvements on a property owned by the Fund. Such improvements include a parking
lot, an office, renovated restrooms and an amphitheater. The project is scheduled to be
completed by May 2018.
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Sempervirens Fund
SCHEDULE OF LAND HOLDINGS

for the year ended June 30, 2017

Conservation land and easement holding activity:
Beginning of year, June 30, 2016
Improvements to land holdings

End of year, June 30, 2017

26

$ 17,306,375
124,961

$ 17,431,336






