THE TURTLE CONSERVANCY

INDEPENDENT AUDITORS’ REPORT
AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED
DECEMBER 31, 2018



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

TABLE OF CONTENTS
Page
Independent Auditors” Report 3-4
Financial Statements
Statement of Financial Position 5
Statement of Activities 6
Statement of Cash Flows 7
Statement of Functional Expenses 8

Notes to Financial Statements 9-16



HinricHErR & Cousino, LLP
CeRTIFIED PUBLIC ACCOUNTANTS

3275 OLp ConeJso Roab
THousanp Oaks, CA 91320
(805)496-1883 Fax (805)496-5602
www HCCPASELP.com

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
of The Turtie Conservancy

We have andited the accompanying financial statements of the Turtle Conservancy (a
nonprofit organization), which comprise the statement of financial position as of December
31, 2018 and the related statement of activities, cash flows, and functional expenses 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 infernal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's 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 andit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluation of the overall
presentation of the financial statements.

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



Opinion
In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Turtle Conservancy as of December 31, 2018 and the

changes in ifs net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Hirisheor & Conthio 2P

Thousand Oaks, California

September 26, 2019



TURTLE CONSERVANCY
STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2018
ASSETS
Current assets:
Cash $ 611,346
Pledges and accounts receivable 13,535
Inventory 79,410
704,291
Property and equipment, net of accumulated depreciation 839,546
Other assets:
Prepaid expenses 18,318
Other assets 2,227
Intangible assets, net of accumulated amortization 129,890
150,435
Total Assets $ 1,694,272
LIABILITIES
Current liabilities, all current:
Accounts payable $ 44397
Due to related party 54,993
Accrued expenses and other liabilities 66,950
Total liabilities ' 166,340
NET ASSETS
Net assets:
Without donor imposed restrictions 899,089
With donor imposed restrictions 628,843
Total Net Assets 1,527,932
Total liabilities and net assets $ 1,694,272

See accompanying auditors ' report and notes to financial stalements
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TURTLE CONSERVANCY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2018

Without Donor With Donor
Imposed Restrictions Imposed Restrictions Total
Public support, revenue, and reclassifications
Contributions $ 1,015,555 $ 319,783 $ 1,335,338
In-Kind contributions 0 0 0
Sales, net of costs of $21,314 (1,878) 0 (1,878)
Rental income 128,093 0 128,093
Interest income 197 0 197
Miscellaneous income 409,784 45,047 454,831
Net assets released from restrictions 235,249 (235,249) 0
Total revenues, support and other income 1,787,000 129,581 1,916,581
Expenses
Program services 1,572,601 0 1,572,601
Fundraising expenses 114,615 0 114,615
Supporting services
Management and general 184,043 0 184,043
Total expenses 1,871,259 0 1,871,259
Change in net assets (84,259) 129,581 45,322
Net assets at beginning of year 983,348 499,262 1,482,610
Net assets at end of year $ 899,089 % 628,843 $ 1,527,932

See accompanying auditors' report and notes to financial statements
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TURTLE CONSERVANCY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 45,322
Adjustments to reconcile change in net assets to
net cash provided by (used in) operating activities:

Depreciation and Amortization 93,411
(Increase) or decrease in: ‘

Inventory 6,070

Accounts receivable (13,535)

Prepaid expense & other assets 14,500

Due from related parties 56,330
Increase or (decrease) in:

Accounts payable - (6,433)

Other liabilities (5,392)

Net cash provided by (used in) operating activities 190,273

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets (139,629)
Costs of developing intangible assets (2,150)
Net cash provided by (used in) financing activities (141,779)
Total increase (decrease) in cash 48,494
Cash at beginning of year 562,852
Cash at end of year $ 611,346

Reconciliation of cash and restricted cash:

Cash - operation $ 90,035
Program related restricted cash 521,311
$ 611,346

Supplemental Information:
Interest paid $ 0
Income taxes paid $ 0

See accompanying auditors’ report and rotes to financial statements.
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TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 1 ~ DESCRIPTION OF ORGANIZATION:

The Turtle Conservancy ("TC") is dedicated to protecting the world's most endangered tortoises and
turtles and their habitats through innovative and strategic conservation, land preservation, training,
education, field programs, and targeted assurance colonies. The organization is supported primarily
through donor contributions.

The organization was organized May 21, 2005 as a not-for-profit corporation in California under Section
501(c)(3) of the Internal Revenue Code. Presently the TC would need to substantially scale back its
operations without the financial support of its president.

During the year ended December 31, 2018 the organization funded the following programs:

Bolson Program ~ In 2016 the TC and HABIO AC (Mexican Non-Profit) collaborated to create a 43,540
acre preserve in the Bolson de Mapimi in the Chihuahuan Desert of northern Mexico. This is the last
remaining habitat of the Bolson Tortoise. During 2018 the Turtle Conservancy focused on creating a
management plan for the preserve, future expansion of the preserve and the development of local staffing.

Captive Breeding Program — Based in Southern California, the Turtle Conservancy breeds more critically
endangered turtles and tortoises in terms of combined species and numbers than any other institution in the
world. We manage 16 of the world's 40 most endangered species, and have 720 animals from 36 taxa.
During 2018 we hatched 142 endangered turtles and tortoises. The center creates a long-term plan for each
species that we breed and defines the desired outcome in terms of potential need for repatriation,
reintroduction, or other conservation needs.

Geometric Tortoise Program ~ The Turtle Conservancy, along with its partner organizations, has created
a preserve of over 800 acres in South Africa, of critical habitat to create a biodiversity preserve for what is
likely to be the last large population for the South African Geometric Tortoise (one of the world's most
endangered animals). The Southern Africa Tortoise Conservation Trust (SATCT) was established to
purchase the land and manage the reserve. SATCT continues to expand the preserve through partnerships
with local land owners.

Promoting Appreciation for the Wonder of Turtles Worldwide - To inspire conservation awareness and
action to save the world's turtles and tortoises, the Turtle Conservancy used a number of different
approaches during 2018:

(1) publication of The Tortoise, Volume 2, Number 3 - a cutting edge conservation magazine
bringing additional awareness to an ever-increasing global audience.

(2) global media campaign through public service announcements and documentaries,

(3) social media - this program reaches people around the worldwide with 175,000 followers on
Facebook, 18,500 followers on Twitter and 90,000 followers on Instagram.



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Financial Statement Presentation

The TC presents its financial statements in accordance with generally accepted accounting principles for
not-for-profit organizations. Under this guidance, the TC is required to report information regarding its
financial position and activities according to two classes of net assets: net assets without donor imposed
restrictions and net assets with donor imposed restrictions. In addition, the TC is required to present a
statement of cash flows.

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 and disclosure of contingent assets and liabilities (e.g. the fair value of financial instruments,
potential impairments to fixed assets and accrued expenses) at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Accordingly, actual resulis could
differ from those estimates.

Contributed Services

Contributions of donated services that create or enhance 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 attheir fair values in the period received.

The TC reccived a significant amount of donated services from unpaid volunteers who assist with the
TC's program services and its fundraising campaigns. No amounts have been reflected in the financial
statements for these services because the criteria for recognition have not been satisfied.

In-Kind Contributions

Contributions of non-cash goods and similar items, such as advertising, are recorded at the estimated fair
value on the date of the contribution. Contributions of services that (1) create or enhance non-financial
assets or those that require specialized skills, (2) are provided by individuals possessing those skills, and
(3) would typically need to be purchased if not provided by donation are recorded at their fair value in the
period received.

For the year ended December 31, 2018 there were no non-cash in-kind donations.

~1G-



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Support and Revenue

In conformity with generally accepted accounting principles contributions received are recorded as
without donor imposed restrictions support or with donor imposed restrictions support, depending on the
existence and/or nature of any donor restrictions. Donor-imposed support is reported as an increase in
net assets with donor imposed restrictions. When a restriction expires (that is, when stipulated time
restrictions end, or purpose of restriction is accomplished), net assets with donor imposed restrictions are
reclassified as net assets without donor imposed restrictions. If donor-restricted support whose restrictions
are met in the same reporting period, such support is reported as without donor imposed support on the
Statement of Activities.

Unconditional Promises to Give

Unconditional promises to give are recognized as revenues in the period received and as assets,
decrease of liabilities, or expenses depending on the form of the benefits received. Conditional
promises to give are recognized when the conditions on which they depend are substantially met.

Fair Value of Financial Instruments

The carrying amounts of certain financial instruments including cash, receivables and payables are
recorded at fair value at December 31, 2018.

Cash and Cash Equivalents

The TC considers cash and short-term deposits to include all stable highly liquid instruments with an
original maturity date of three months or less. At December 31, 2018 the TC had no cash equivalents.

Inventory

Inventory consists of magazines for sale which are carried at the lower of cost or market. Cost is
determined using the first in, first out method.

Property and Fquipment

Purchased property and equipment are stated at cost. Donated property is stated at fair market value at the
date of acquisition. Such donations are reported as unrestricted revenue unless the donor has restricted
the donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use
and contributions of cash that must be used to acquire property and equipment are reported as restricted
revenue. Depreciation is computed uvsing the straight-line method for financial statement purposes over
estimated useful lives of twenty years for buildings and improvements and five years for furniture and
equipment.

-1l -



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DPECEMBER 31, 2018

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Property and Equipment (Continued)

Expenditures for maintenance and repairs are charged directly to the approptiate operating account at the
time the expense is incurred. Expenditures determined to represent additions and betterments are
capitalized.

Income Tax

The TC is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code and
therefore has made no provision for federal and state income taxes in the accompanying financial
statements. In addition, the Internal Revenue Service has determined that the TC is not a "private
foundation" within the meaning of Section 509(a) of the Internal Revenue Code. There was no unrelated
business income for the year ended December 31, 2018. As of December 31, 2018 the TC’s information
returns generally remain open for the last three years.

Advertising Costs

Advertising costs are expensed as incurred. Total advertising costs for the year ended December 31,
2018 was $52,623.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional
basis in the statement of activities. Costs are booked on an actual basis where appropriate, and then payroll
(including taxes and workers comp) and professional fees (grant writer and controller) are allocated based
on time spent on the programs. The TC estimates the time spent on programs for each staff member or
consultant on a quarterly basis to reflect the change in organization focus.

Application of New Accounting Standard

In August 2016, the Financial Accounting Standard Board (“FASB”) issued ASU 2016-14,
Presentation of Financial Statements of Not-for-Profit Entities (Topic 958). This new standard
requires that all not-for-profit entities present two classes of net assets as Net Assets Without Donor
Restrictions and Net Assets With Donor Imposed Restrictions on the Statement of Financial Position
and Statement of Activities. Previous requirements were to present three classes of net assets:
Unrestricted, Temporarily Restricted, and Permanently Restricted. Additionally, all not-for-profit
entities must disclose the composition of net assets with donor imposed restrictions and how the
restrictions affect the use of resources.

-12-



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

The new standard requires all not-for profit entities to disclose both qualitative and quantitative
information that communicates the availability of the not-for-profit’s financial assets to meet the
cash needs for general expenditures within one year of the date of the Statement of Financial
Position.

The new standard requires all not-for-profit entities to present amounts of expenses by both their
natural classification and functional classification and to disclose the method used to allocate costs
among program and support functions.

The new standard requires all not-for-profit entities to provide enhanced disclosures for the amounts
and purposes of governing board designations, appropriations and similar actions that result in self-
imposed limits on the use of resources.

The new pronouncement is effective for annual financial statements issued for fiscal years
beginning after December 31, 2017. Accordingly, the new pronouncements were retrospectively
applied resulting in reporting two classes of net assets, and the addition of footnote disclosures for
the qualitative and quantitative information of available financial resources to meet cash needs and
the method used to allocate costs among program and supporting functions. The TC has already
been presenting a Statement of Functional Expenses as part of its basic financial statements.

NOTE 3 — CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject TC to concentrations of credit risk consist
principally of cash and investments. TC places its cash with high credit quality financial institutions.
At times, the account balances may exceed the institution's federally insured limits. At December

31, 2018 TC had $334,035 of uninsured cash.

For the year ended December 31, 2018, the top three (3) contributing donors accounted for 15% of total

revenues, support and other income.

NOTE 4 - RECEIVABLES

Receivables at December 31, 2018 are $13,535.

NOTE 5 - INVENTORY

At December 31, 2018 inventory at cost consisted of printed issues of the Tortoise magazine and

merchandise totaling $79,410.

13—



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 6 - PROPERTY AND EQUIPMENT:

Property and equipment consists of the following at December 31, 2018

Buildings and improvements $ 1,143,026
Equipment 209,233
Furniture and fixtures 72.350

1,424,609
Less accumulated depreciation (585,063)

$ 839546

Depreciation expense for the year ended December 31, 2018 was $85,833.

NOTE 7 - INTANGIBLE ASSETS

At December 31, 2018 intangible assets consist of capitalized costs related to obtaining a conditional use
permit from the County of Ventura. At December 31, 2018 the costs and accumulated amortization were

$156,005 and $26,115, respectively. Amortization expense for the year ended December 31, 2018 was
$7,578.

NOTE 8 - COMMITMENTS AND CONTINGENCIES

The TC leases its facilities in Ojai, California from a related party pursuant to a 10-year lease expiring
on October 31, 2022, Under the terms of the lease, the landlord will donate the value of the lease (valued
at $132,000 per annum) for the entire 10-year lease term in addition to being responsible for all the real
estate taxes. For the year ended December 31, 2018 rent expense paid to the related party was
$132,000. The lease provides an additional ten-year extension at the option of the TC. The TC is also
responsible for utilities and insurance costs. For the year ended December 31, 2018 utilities and property
insurance expenses were $75,696.

NOTE 9 - RELATED PARTY TRANSACTIONS

The TC pays McNell Properties LLC for expenses related to operating their turtle conservation located
on its premises in Ojai, California. The operating expenses include, but are not limited to supplies,
utilities, landscaping and repairs and maintenance. During 2018 the TC underpaid McNell Properties
LLC. For the year ended December 31, 2018 the amount due to related parties is $54,993.

Additionally, the TC pays rent to a related party (see Note 8). For the year ended December 31, 2018 the
amount of rent paid to the related party was $132,000.

-14-



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 10— NET ASSETS WITH DONOR IMPOSED RESTRICTIONS

Net assets with donor imposed restrictions are available for the following purposes at December 31,

2018:
Subject to the Passage of Time or Expenditure for Specified Use:
Bolson Program $ 193,885
In Situ 178,305
DB Terrapin 9,167
Yniphora Program 247.486

$ 628,843

As costs related to these donor imposed funds are incurred, restrictions are removed.

NOTE 11 - NATURAL DISASTER (THOMAS FIRE)

Between December 4, 2017 and January 12, 2018, an unprecedented wildfire swept through Santa
Barbara and Ventura County. [t became one of the largest wildfires in California history, known as the
"Thomas Fire."

During 2017 the TC filed a claim with their insurance company for damages related to the Thomas Fire,
however insurance proceeds were not received until 2018. As of October 12, 2018, the TC has received
several insurance payments which totaled $267,566.

Total payments received from the claim is proportionately much larger than the fire-related expenses
incurred due to the consideration of future expenses that may be required. Future expenses include, but
are not limited to: costs from additional labor and repairs and maintenance for equipment such as water
filtration systems, HVAC units, various external property damage, replacement of certain equipment and
machinery with shortened useful life, damages to the conservation's surrounding environment and other
possible long-term costs that are either not yet discovered or have not occurred. Other than various
external property damage, the TC did not sustain any losses of its animals or buildings

NOTE 12 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS:

The TC monitors its liquidity so that it is able to meet its operating needs and other contractual
commitments while maximizing the investment of its excess operating cash. The TC has the
following financial assets that could readily be made available within one year of the statement of
financial position fo fund expenses:

Cash $ 90,035

In addition to financial assets available to meet general expenditures over the year, the TC operates
with a balanced budget and anticipates covering its general expenditures through contributions,
merchandise sales, and tours,

-15-



TURTLE CONSERVANCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

NOTE 13 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through September 26, 2019, the date the financial statements
were available to be issued.
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