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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 Tri-Valley Conservancy as of December 31, 2014 and 2013, and the
changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

&'»mm., M%@Zé«a&u&

DAMORE, HAMRIC & SCHNEIDER, INC.
Certified Public Accountants

May 1, 2015



Tri-Valley Conservancy

STATEMENTS OF FINANCIAL POSITION

December 31, 2014 and 2013

ASSETS

Assets:

Cash and Cash Equivalents
Investments:

Custodial Accounts
Capital Account
Endowment Account

Accrued Investment Income

Deposits
Prepaid Expenses

Total Current Assets

Fixed Assets:

Land

Office Furniture, Equipment, and Fixtures - Net
of Accumulated Depreciation

Total Fixed Assets

Deeds of Agricultural Conservation
Easements

Total Assets

2014 2013
$ 1,039,131 $ 874,379
5,112,840 5,404,565
10,412,094 9,965,735
60,076 71,082
4,914 4,914
14,462 8,804
$ 16,643,517 $ 16,329,479
$ 1,500,000 $ 1,500,000
7,333 9,121
$ 1,507,333 $ 1,509,121
60 60
$ 18,150,910 $ 17,838,660

The accompanying notes are an integral part of the financial statements.
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Tri-Valley Conservancy

STATEMENTS OF FINANCIAL POSITION

December 31, 2014 and 2013

LIABILITIES AND NET ASSETS

Liabilities:

Accounts Payable and Accrued Liabilities
Accrued Vacation
Deferred Revenue

Total Liabilities

Net Assets:

Unrestricted for TVC
Unrestricted for South Livermore Valley Area Plan

Temporarily Restricted for South Livermore
Valley Area Plan

Total Net Assets

Total Liabilities and Net Assets

2014 2013
$ 33926 $ 12,798
10,222 10,222
5,583
$ 49,731 $ 23,020
S 1,693,323 $ 1,621,944
939,819 1,165,791
15,468,037 15,027,905
$ 18,101,179 $ 17,815,640
$ 18,150,910 $ 17,838,660

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF ACTIVITIES

Tri-Valley Conservancy

For the Year Ended December 31, 2014

With Comparative Totals for 2013

Revenue:

Mitigation Income

Other Income

Contributions

Special Events (Net of Direct Expenses
$11,368 in 2014 and $4,037 in 2013)

Grants

Stewardship Income

Dividends and Interest

Net Unrealized (Loss) Gain on Investments

Net Realized Gain on Investments

Total Revenues

Expenses:
Program Services
Management and General Expenses

Fundraising Expenses

Total Expenses

Increase (Decrease) in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

South
Livermore  South Livermore
Valley Area  Valley Area Plan
™vC Plan Temporarily

Unrestricted ~ Unrestricted Restricted 2014 2013
$ $ $ 64,276 $ 64,276 3 36,976
2,040 2,040 2,794
92,021 92,021 60,597
79,476 ( 952) 78,524 73,662
49,277 49,277 25,250
5,650 25,502 31,152 7,139
175 13,523 414,404 428,102 389,266
( 8,677) ( 772,167) ( 780,844) 1,248,744
21,668 1,183,211 1,204,879 764,001
§ 226,599 $ 27,602 § 915,226 8§ 1,169,427 §$§ 2608429
$ 132,553 % 216,543 § 405,715 8 754,811 $§ 594,660
6,502 10,623 19,902 37,027 33,035
16,165 26,408 49,477 92,050 85,119
$§ 155220 § 253,574 § 475,094 § 883,888 § 712814
$ 71,379 ($ 225972) § 440,132 '§ 285539 § 1,895615
1,621,944 1,165,791 15,027,905 17,815,640 15,920,025
$ 1,693,323 § 939,819 § 15,468,037 § 18,101,179 § 17,815,640

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

7



Tri-Valley Conservancy

STATEMENTS OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2014
With Comparative Totals for 2013

Management
Program and General ~ Fundraising
Services Expenses Expenses 2014 2013

Salaries and Wages $ 261,240 $ 14,198 $ 8519 § 283957 § 279,446
Payroll Taxes and Related Costs 25,755 1,400 840 27,995 27,205
Employee Benefits 20,153 1,095 657 21,905 18,185
Total Salaries and Related Costs $ 307,148 % 16,693 $ 10,016 $ 333,857 § 324,836
Accounting hY 20,019 % 1,054 § $ 21,073 $ 17,057

Acquisition Expenses 34,395 34,395
Automobile Expense 1,422 75 1,497 869
Business Promotions and Advertising 51,948 5,772 57,720 64,493

Conferences, Seminars, Workshops

and Meetings 21,742 1,144 22,886 23,329
Dues and Subscriptions 7,231 152 228 7,611 6,099
Fees, Licenses and Permits 5,874 319 192 6,385 6,008
Insurance 16,387 341 341 17,069 17,596
Investment Fees 102,921 11,436 114,357 93,639
Investment Management - Professional Fees 21,275 1,120 22,395 12,396
Land Conservation Plan Project 1,871 1,871 73
Legal 7,870 161 8,031 2,770
Legislative support 26,107 26,107 2,000
Moving Expense 10,225
Occupancy 45,670 2,482 1,489 49,641 33,047
Office Equipment 3,540 192 115 3,847 6,939
Office Expense 3,197 174 104 3,475 4,908
Other Expense 136
Printing and Postage 7,930 431 259 8,620 3,102

Professional Fees 10,426 549 10,975
Recruiting Expenses 167 9 176 75
Special Events 73,053 73,053 50,555
Stewardship Expenses 44,929 44,929 17,181
Utilities 6,625 360 216 7,201 5,194
Website 2,865 159 159 3,183 6,294
$ 444411 $ 20,158 $ 81,928 $ 546,497 § 383,985
Total Expenses Before Depreciation § 751,559 § 36,851 $ 91,944 $§ 880354 $ 708,821
Depreciation 3,252 176 106 3,534 3,993
Total Functional Expenses $ 754811 § 37027 § 92050 $ 883888 $ 712,814

The accompanying notes are an integral part of the financial statements.
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Tri-Valley Conservancy
STATEMENTS OF CASH FLOWS
For the Year Ended December 31, 2014
With Comparative Totals for 2013

2014 2013

Cash Flows from Operating Activities:

Increase in Net Assets $ 285,539 $ 1,895,615
Adjustments to Reconcile Increase in
Net Assets to Cash used for Operating Activities

Depreciation 3,534 3,993
Net Unrealized Loss (Gain) on Investments 780,844 (1 1,248,744)
Net Realized (Gain) on Investments ( 1,204,879 ( 764,001)
(Increase) Decrease in Operating Assets:
Accrued Investment Income 11,006 11,910
Prepaid Expenses and Deposits ( 5,658) ( 3,721)
Increase (Decrease) in Operating Liabilities:
Accounts Payable and Accrued Expenses 21,128 3,392
Accrued Vacation ( 2,782)
Deferred Revenue 5583 ( 25,000)
Net Cash Used for Operating Activities ($ 102,903) (§ 129,338)

Cash Flows from Investing Activities:

Purchase of Property and Equipment ¢ 1,746) ($ 5,253)

Purchase of Investments ( 7,576,001) ( 7,360,648)

Proceeds from Sales/Maturities of Investments 7,845,402 7,644,771
Net Cash Provided by Investing Activities $ 267,655 $ 278,870
Net Increase in Cash and Cash Equivalents S 164,752 $ 149,532
Beginning Cash and Cash Equivalents 874,379 724.847
Ending Cash and Cash Equivalents $ 1,039,131 $ 874,379

The accompanying notes are an integral part of the financial statements.
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Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

A. Organization - Tri-Valley Conservancy (TVC) is a California nonprofit,
public benefit corporation organized under the Nonprofit Public Benefit
Corporation Law for charitable purposes. The specific and primary purpose
of this corporation is to engage in charitable activities within the meaning of
Section 501(c)(3) of the Internal Revenue Code for the preservation,
protection, or enhancement of land in its natural, scenic, historical,
agricultural, forested, or open-space condition or use for the conservation
purposes specified in Section 170(h)(4)(A) of the Internal Revenue Code.

B. Nature of Activities - Through its years of operation, TVC has acquired sixty
deeds of perpetual agricultural or open space easements in the South
Livermore Valley Area Plan (SLVAP), totaling 4,309 acres. These acres
come from mitigation (3,240 acres), SLVP Bonus Density (555 acres) and
acquisitions (514 acres). TVC has expended $8,519,513 for these easements,
and has received $2,408,333 from grants, thus resulting in a net cost to TVC
of $6,111,180. These easements have no financial value since the
development rights associated with the properties have been permanently
“extinguished.” Therefore, the easements are valued nominally at $1 each, for
a total of $60 in these financial statements.

Certain residential developments within the boundary of the Plan area are
required to pay TVC mitigation fees at the time individual building permits
are pulled (Ruby Hill Development in Pleasanton, California) or in other cases
at the time of final map approval. Such fees have been collected by the City
of Pleasanton, and TVC anticipates revenues from the remaining seven plus
residential lots still available in the Ruby Hill development. All monies
received from Ruby Hill are restricted for use within the South Livermore
Valley Area Plan. TVC uses the developer mitigation fees it receives from
Ruby Hill to purchase conservation easements, to steward the portfolio of
easements under its care and to cover its general and administrative
operations.

TVC accepts and holds conservation easements committing to annual
stewardship in perpetuity, to enforce their terms and to building positive
landowner and community relationships to support its conservation programs
and enforcement actions. For every easement, TVC has a baseline
documentation report prepared prior to closing which is signed by the
landowner at closing.



NOTE 1

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

B. Nature of Activities (Continued) -

The report documents the important conservation values protected by the
easement and the relevant conditions of the property as necessary to monitor
and enforce the easement(s). The easement properties are monitored
regularly, at least annually, and documentation is kept of each monitoring
activity. TVC maintains regular contact with owners of easement properties.
Changes in land ownership are traced and recorded in the Annual Stewardship
Report and TVC database. TVC strives to promptly build a positive working
relationship with new owners of easement properties and informs them about
the easement’s existence and restrictions, and TVC’s stewardship effort
requires TVC to take necessary and consistent steps to see the violations are
resolved utilizing legal resources for enforcement and defense when
necessary.

C. Basis of Reporting - Net assets, revenues, expenses, gains, and losses are

classified based on the existence or absence of donor-imposed restrictions.
Accordingly, net assets of the Conservancy and changes therein are classified
and reported as follows:

Unrestricted Net Assets - Net assets that are not subjected to donor-
imposed stipulations. The TVC unrestricted net assets are derived from
donations and special events, in addition to mitigation income from the
Vineyard corridor project. SLVAP unrestricted net assets are derived from
income (Livermore mitigation income and stewardship income) that can
be used for other purposes as designated by the Board, as long as it
furthers the mission of TVC and is spent within the SLVAP.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed
stipulations that may or will be met, either by actions of the Conservancy
and/or the passage of time. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from restrictions.
Mitigation Income from the Ruby Hill development is restricted for
purchases of land and/or easements within the SLVAP the administration
of those purchases and operations supporting the SLVAP. Temporarily
restricted net assets balance for the year ended December 31, 2014 and
2013 was $15,468,037 and $15,027,905, respectively.




NOTE 1

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

C.

Basis of Reporting (Continued) -

Permanently Restricted Net Assets - This component of net assets consists of
donated assets that are to be maintained permanently by the recipient.
Generally, the donors of these assets permit the recipient to use all or part of
the income earned on any related investments for general or specific purposes.
The Conservancy did not have permanently restricted net assets at December
31,2014 or 2013.

Cash and Cash Equivalents - For purposes of the statements of cash flows,
TVC considers all highly liquid investments available for current use with an
initial maturity of less than one month to be cash equivalents.

Investments - Investments primarily consist of fixed income and equity
securities that are carried at estimated fair value based on quoted market
prices in active markets for identical investments as of the reporting date
(Level 1 investments). Investments received through donations are recorded at
their estimated fair value as of the date of donation. Unrealized gains and
losses arising from market fluctuations are recognized in the period when such
fluctuations occur. Realized gains and losses resulting from sales or maturities
are calculated on an adjusted cost basis.

Use of Estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities at the reporting date and revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Office Furniture, Equipment and Fixtures - This category consists of office
equipment, software and furniture and fixtures. The Conservancy follows the
practice of capitalizing all expenditures in excess of $500 for office furniture,
equipment and fixtures and is reported at cost. Depreciation is provided using
the straight-line method over estimated useful lives of the related assets,
which are as follows:

Years
Software 2-5
Office Furniture and Equipment 5-10
Fixtures - Signage 10

. Deferred Revenue - Deferred revenue represents funding received in advance

of work performed or before revenue is earned.
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NOTE 1

NOTE 2

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

[. Income Taxes - TVC is a California nonprofit public benefit corporation,

exempt from Federal income taxes under Section 501(c)(3) of the Internal
Revenue Code, and State income taxes under Section 23701(d) of the
California Revenue and Taxation Code. Annual income returns are filed with
federal and state governmental agencies and the accounting methods used for
such fillings are the same as those used for financial reporting. TVC has
implemented the amended accounting principles related to accounting for
uncertainty in income taxes and has determined that there is no material
impact on the financial statements.

. Functional Expense Reporting - The costs of providing TVC’s programs have

been summarized on a functional basis in these financial statements. Based
on management estimates, costs have been allocated between programs and
supporting services as they relate to those functions. Program Services are
identified as expenses related to fulfilling the mission of TVC whereas
Management and General Expenses are related to supporting services.
Priority for TVC staff and the organization in 2014 was the preservation of the
South Livermore Valley Area Plan (SLVAP), South Livermore Valley
Specific Plan (SLVSP), and Doolan Canyon located in North Livermore.
Program Services includes stewardship of TVC’s easements, acquisition of
conservation assessments, maintaining the mitigation requirements for the
SLVSP and ensuring the SLVAP intent remains in place. Fundraising
expenses reflect the amount TVC spent to generate funds including amounts
incurred to pay for annual appeals, renewal, and special events.

K. Reclassifications - Certain reclassifications have been made to the 2013

financial statements to conform to the 2014 financial statement presentation.

L. Subsequent Events - Management has evaluated subsequent events through

the date of the audit report, which is the date the financial statements were
available to be issued. Management has determined that there is one subsequent
event as disclosed at Note 6.

CONCENTRATION OF CREDIT RISK:

Financial instruments that are exposed to concentrations of credit risk consist of
cash and investments. TVC has cash balances in a bank in excess of amounts
federally insured. The uninsured balances totaled approximately $687,763 and
$549,511 at December 31, 2014 and 2013, respectively. TVC maintains its cash
and investments with high quality institutions and companies with high credit
ratings which TVC believes limits these risks.

13



NOTE 3

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

INVESTMENTS:

TVC has three investment accounts: two custodial accounts with the Bank of
New York, managed by Thornburg Investments Management, an institutional
investment manager, and a third account, Thornburg International Fund, held at
Thornburg Investments. Altamont Wealth Management serves as TVC’s investor
advisor. TVC has established asset allocation guidelines — asset class targets and
style allocation guidelines for the Capital account and Endowment account. The
Capital account’s primary purpose is to finance acquisition of conservation
easements, property and operating costs. See Note 9 for the Endowment account.

Investments consist of the following at December 31, 2014:

Unrealized
Cost Basis Fair Value Gains
Capital Fund Account
Taxable Fixed Income $ 3,641,819 $ 3,738,694 $ 96,875
International-Developed 238,114 244,837 6,723
US Common Stocks 846,682 1,129,309 282,627
Subtotal $ 4,726,615 $ 5,112,840 $ 386,225

Cash and Cash Equivalents 199,524 199,524
$ 4,926,139 $ 5,312,364 $ 386,225

Endowment Fund Account

Taxable Fixed Income $ 3,619,219 $ 3,665,860 $ 46,641
International-Developed 864,602 891,964 27,362
US Common Stocks 3,868,383 5,140,071 1,271,688
Thornburg International Fund 701,277 714,199 12,922

Subtotal $ 9,053,481 $ 10,412,094 $ 1,358,613
Cash and Cash Equivalents 738,239 738,239

$ 9,791,720 $ 11,150,333 § 1,358,613

Total Investments $ 14,717,859 $ 16,462,697 $ 1,744,838

The following schedule summarizes the investment return and its classification in
the statement of activities for the year ended December 31, 2014:

Interest and Dividends

(Less Investment Fees of $114,357) $ 313,745
Unrealized Loss (¢ 780,844)

Realized Gain 1,204,879 424,035

Total Investment Return $ 737,780
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Tri-Valley Conservancy

NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

NOTE 3 INVESTMENTS (Continued):

Investments consist of the following at December 31, 2013:

Capital Fund Account

Taxable Fixed Income
International-Developed
US Common Stocks

Subtotal
Cash and Cash Equivalents

Endowment Fund Account

Taxable Fixed Income

International-Developed

US Common Stocks

Thornburg International Fund
Subtotal

Cash and Cash Equivalents

Total Investments

Unrealized
Cost Basis Fair Value Gains
3,908,324 $ 3,986,399 $ 78,075
206,843 278,550 71,707
794,699 1,139,616 344917
4,909,866 $ 5,404,565 $ 494,699
240,824 240,824
5,150,690 $ 5,645,389 $ 494,699
3,311,483 $ 3,355,400 $ 43917
642,408 889,406 246,998
3,350,128 4,964,729 1,614,601
630,731 756,200 125,469
7,934,750 $ 9,965,735 $ 2,030,985
558,687 558,687
8,493,437 $ 10,524,422 $ 2,030,985
13,644,127  $ 16,169,811 $ 2,525,684

The following schedule summarizes the investment return and its
the statement of activities for the year ended December 31, 2013:

Interest and Dividends
(Less Investment Fees of $93,639)
Unrealized Gain

Realized Gain

Total Investment Return

15
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$ 295,627

$ 1,248,744
764,001 2,012,745
$ 2,308,372



NOTE 4

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

FAIR VALUE MEASUREMENTS:

Fair values of assets measured on a recurring basis are as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in
Active Markets  Significant Other  Significant

for [dentical Observable Unobservable
December 31,2014 Fair Value Assets (Level 1)  Inputs (Level 2) Inputs (Level 3)
Taxable Fixed Income $ 7404554 §$ 7,404,554 % $
International-Developed 1,851,000 1,851,000
US Common Stocks 6,269,380 6,269,380
Total $ 15,524,934 § 15,524,934 § 0 $ 0

Fair Value Measurements at Reporting Date Using

Quoted Prices in
Active Markets  Significant Other Significant

for Identical Observable Unobservable
December 31, 2013 Fair Value Assets (Level 1) Inputs (Level 2)  Inputs (Level 3)
Taxable Fixed Income $ 7,341,799 $ 7,341,799 § $
International-Developed 1,924,156 1,924,156
US Common Stocks 6,104,345 6,104,345
Total $ 15,370,300 $ 15,370,300 § 0 % 0

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets
or liabilities that the reporting entity has the ability to access at the measurement
date. 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. Level 3
inputs are unobservable inputs for the asset or liability.

TVC held no financial assets valued using level 2 or 3 inputs as of December 31,
2014 and 2013.
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NOTE 5

NOTE 6

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

LEASES:

On July 1, 2013, TVC executed a lease for new office space in Livermore,
California as the prior office space lease expired on June 30, 2013. This lease is
scheduled to expire on June 30, 2018. In October 2012, TVC entered into a 60
month copier lease at $137 per month. For the year ended December 31, 2014
and 2013, total rent expense was $44,425 and $29,681, respectively.

Minimum future rental payments under operating leases having remaining terms in

excess of one year as of December 31, 2014, for each of the next four years and in
the aggregate are:

Year Ending December 31

2015 $ 45,707
2016 47,035
2017 48,209
2018 23,782
Total minimum future rental payments $ 164,733

LAND PURCHASE:

TVC purchased Bobba property in August 2009. The Bobba property is
approximately 74 acres and is located in Alameda County. It is located between
Del Valle State Park, a state park unit operated by East Bay Regional Park
District (EBRPD), and Sycamore Grove Park, a regional park owned and operated
by the Livermore Area Recreation and Park District (LARPD). The primary
purpose of the acquisition is for use as additional parkland that will enable public
access and a regional trail connection to be constructed in Sycamore Grove Park.

The total cost of the property was $1,500,000. The California State Coastal
Conservancy awarded TVC a $600,000 grant in 2009 to assist in the purchase of
this property. In 2010, Alameda County’s Altamont Landfill Open Space
Committee awarded a $300,000 grant to TVC for its purchase of this property. In
2009, TVC committed $600,000 of its own funds for this purchase.



NOTE 6

NOTE 7

NOTE 8

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

LAND PURCHASE (Continued):

[n January 2009, TVC entered into a cooperative funding agreement for $150,000
with East Bay Regional Park District (EBRPD), whereby TVC agreed to convey a
trail easement to EBRPD for the Shadow Cliffs to Del Valle Regional Trail along
the lower portion of the property adjacent to Arroyo Road. In 2012, the condition
was met when the easement was approved and received $150,000 from EBRPD.

On March 13, 2009, an agreement was entered into between TVC and Livermore
Area Recreation & Park District (LARPD) to transfer the Bobba property to
LARPD. Certain items had to be completed before the transfer could occur.
These items include an Executed Conservation Easement, Resource Management
Plan (RMP) and Cooperative Funding Agreement for $150,000. It is TVC’s
requirement to have both of the items above completed prior to transferring the
property to LARPD. On March 20, 2015, the land was deeded over to LARPD,
the Conservation Easement recorded, and TVC received the $150,000 from
LARPD after the recording of the easement.

OFFICE FURNITURE. EQUIPMENT AND FIXTURES:

Office Furniture, Equipment and Fixtures, consist of the following as of
December 31:

Description 2014 2013

Office Furniture and
Equipment $ 17,403 $ 15,657
Fixtures - Signage 24,012 24,012
Totals A 41,415 $ 39,669
Less: Accumulated Depreciation 34,082 30,548
Net Fixed Assets $ 7,333 $ 9,121

EMPLOYEE BENEFIT PLAN:

Effective January 1, 2009, the conservancy amended and restated the retirement
plan it previously established under Section 403(b) of the Internal Revenue Code.
The employer may contribute no more than 100% of the employee’s allowable
contribution for the year under the Section 403(b) provisions. Total employer
contributions were $5,450 in 2014 and $9,493 in 2013.
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NOTE &

NOTE 9

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

EMPLOYEE BENEFIT PLAN (Continued):

Effective February 1, 2009, the Conservancy established a Cafeteria Plan under
Internal Revenue Code Section 125. The plan permits the purchase of health
insurance premiums on a pre-tax basis to employees of TVC. Under the plan,
TVC designates a specific dollar amount for the employee to use for health and/or
retirement benefits. The employee allocates the dollar amount to health and/or
retirement benefits.

ENDOWMENT FUNDS:

TVC’s endowment consists of a number of individual funds established to ensure
proper stewardship of TVC’s easements and property interests by funding its legal,
operating and monitoring activities in perpetuity. Its endowment may include both
donor-restricted endowment funds and funds designated by the Board to function as
endowments. As required by generally accepted accounting principles, net assets
associated with endowment funds, including funds designated by the Board to
function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions. As of December 31, 2014 and 2013, all
endowment funds have been designated by the Board.

Funds are transferred from the Capital account to the Endowment account by a
majority vote of the Board of Directors. TVC continues to transfer $15,000 per
month to the Endowment account from the Capital account. The goal for TVC is
to have a fully funded Endowment ($24,000,000) by 2027 to support TVC into
perpetuity. In 2014, there were no amounts appropriated for expenditure.

The changes in endowment net assets for the year ended December 31, 2014 and
2013 are as follows:

Temporarily Restricted

2014 2013
Endowment net assets - beginning of year § 10,524,422 $ 8,492,858
Transfer of board designated endowments 180,000 180,000
Net unrealized and realized gain 261,657 1,720,381
Dividends and interest 184,254 131,183
Endowment net assets - end of year $ 11,150,333 $ 10,524,422
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NOTE 9

NOTE 10

Tri-Valley Conservancy
NOTES TO FINANCIAL STATEMENTS

December 31, 2014 and 2013

ENDOWMENT FUNDS (Continued):

TVC has adopted investment and spending policies for endowment assets that
attempt to provide a stream of funding to activities in perpetuity by its endowment
while seeking to maintain the purchasing power of the endowment assets. TVC’s
current investment policy calls for target asset allocation of 62% equities, 35%
fixed income, and 3% cash and cash equivalents. The performance of these
investments are measured against established equity and fixed income indices to
provide for the a) preservation of capital, b) current income, and c) long-term
growth of capital and income. To satisfy its long-term rate-of-return objectives,
TVC relies on a total return strategy in which investment returns are achieved
through both capital (realized and unrealized) and current yield (interest and
dividends). TVC targets a diversified asset allocation intended to achieve its long-
term return objectives within prudent risk constraints.

TVC’s policy allows for distribution of funds, with the approval of the Board of
Directors, to be used to meet extraordinary expenses associated with managing,
upholding or defending an easement or other interest in land held by TVC. In
establishing this policy, TVC considered the long-term, expected return on its
endowment. Accordingly, over the long term, TVC expects the current spending
policy to allow its endowment to grow at an average real rate of return of 5% in
excess of inflation with moderate risk tolerance and a 10+ year time horizon.
Inflation on average is assumed to be 2.5%. Actual returns in any given year may
vary from TVC’s long-term goals.

ACCRUED BENEFITS:

Accumulated unpaid employee vacation benefits are recognized as a liability of
the Conservancy. The amounts of accumulated vacation benefits for the year
were $10,222 in 2014 and 2013.

The employees do not have a vested right to accumulated sick leave or
compensatory pay. For this reason, the Conservancy does not accrue a liability
for accumulated sick leave or compensatory pay benefits. Sick leave and
compensatory pay benefits are recorded as expenditures in the period of use.
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