
WATSONVILLE WETLANDS WATCH

Financial Report

December 31, 2019



TABLE OF CONTENTS

INDEPENDENT ACCOUNTANTS’ REVIEW REPORT 1

FINANCIAL STATEMENTS
Statement of Financial Position 2
Statement of Activities 3
Statement of Functional Expenses 4
Statement of Cash Flows 5
Notes to Financial Statements 6-16



1

INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

To the Board of Directors 
Watsonville Wetlands Watch
Watsonville, California

We have reviewed the accompanying financial statements of Watsonville Wetlands Watch (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2019, and the 
related statements of activities, functional expenses, and cash flows for the year then ended, and the 
related notes to the financial statements.  A review includes primarily applying analytical procedures to 
management’s financial data and making inquiries of Organization management. A review is substantially 
less in scope than an audit, the objective of which is the expression of an opinion regarding the financial 
statements as a whole.  Accordingly, we do not express such an opinion.  

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.

Accountants’ Responsibility
Our responsibility is to conduct the review engagement in accordance with Statements on Standards for 
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the AICPA. 
Those standards require us to perform procedures to obtain limited assurance as a basis for reporting whether 
we are aware of any material modifications that should be made to the financial statements for them to be in 
accordance with accounting principles generally accepted in the United State of America. We believe that the 
results of our procedures provide a reasonable basis for our conclusion.

Accountants’ Conclusion
Based on our review, we are not aware of any material modifications that should be made to the accompanying 
financial statements in order for them to be in conformity with accounting principles generally accepted in the 
United States of America. 

August 27, 2020



WATSONVILLE WETLANDS WATCH

STATEMENT OF FINANCIAL POSITION

December 31, 2019

ASSETS

CURRENT ASSETS

Cash and cash equivalents 307,275$          

Accounts receivable 166,087

Promised use of building, current portion (Note 6) 62,503

Prepaid expenses 8,072

Total current assets 543,937

PROPERTY AND EQUIPMENT, at cost

Building improvements 38,277

Furniture and equipment 89,914

128,191

Less accumulated depreciation 93,611

34,580

OTHER ASSETS

Land held for habitat/conservation 475,000

Beneficial interest in assets held by others (Note 8) 85,404

Promises to give, long-term portion (Note 5) 8,000

Promised use of building, long-term portion (Note 6) 1,673,376

2,241,780

2,820,297$      

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts payable 46,637$            

Accrued expenses 16,101

Deferred revenue 15,300

Total current liabilities 78,038              

COMMITMENTS (NOTE 10)

NET ASSETS

Without donor restrictions 321,467

With donor restrictions (Note 9) 2,420,792

Total net assets 2,742,259

2,820,297$      

See accompanying notes and independent accountants' review report.  2



WATSONVILLE WETLANDS WATCH

STATEMENT OF ACTIVITIES

Year Ended December 31, 2019

Without Donor With Donor

Restrictions Restrictions Total

SUPPORT AND REVENUE

Support:

Donations 257,422$          --$                     257,422$          

Grants and contract agreements 497,496 54,364 551,860

Other support 9,523 -- 9,523

Total support 764,441 54,364 818,805

Revenue:

Investment income 6,505 9,438 15,943

Net assets released from restrictions 235,768 (235,768) --

Total revenue 242,273 (226,330) 15,943

Total support and revenue 1,006,714 (171,966) 834,748

EXPENSES

Program services:

Education and docent 344,114 -- 344,114

Restoration 442,663 -- 442,663

Support services:

Management and general 84,512 -- 84,512

Fundraising 46,550 -- 46,550

Total program and support services 917,839 -- 917,839

Increase (decrease) in net assets 88,875 (171,966) (83,091)

Net Assets, beginning 232,592 2,592,758 2,825,350

Net Assets, ending 321,467$          2,420,792$      2,742,259$      

See accompanying notes and independent accountants' review report.  3



WATSONVILLE WETLANDS WATCH

STATEMENT OF FUNCTIONAL EXPENSES

Year Ended December 31, 2019

Education Total Program Management Total Support

and Docent Restoration Services and General Fundraising Services Total

Compensation and related expenses

Salaries 144,290$          169,818$          314,108$          95,033$            6,593$               101,626$          415,734$          

Payroll taxes and benefits  32,010  53,903  85,913  25,082  1,352  26,434 112,347

 176,300  223,721  400,021  120,115  7,945  128,060 528,081

Professional services  19,668  93,704  113,372  27,288  23,506  50,794 164,166

Scholarships/stipends  22,005  --  22,005  --  --  -- 22,005

Supplies

Office supplies and equipment  139  37  176  11,590  --  11,590 11,766

Field and plant supplies  3,746  29,109  32,855  1,619  35  1,654 34,509

Classroom supplies  5,100  15  5,115  129  --  129 5,244

Facility - in-kind occupancy  25,025  25,025  50,050  6,226  6,227  12,453 62,503

Facility - repairs and other costs  961  6,164  7,125  391  804  1,195 8,320

Other expenses

Telephone and internet  2,000  2,558  4,558  --  419  419 4,977

Postage  --  --  --  423  210  633 633

Printing  --  25  25  165  3,909  4,074 4,099

Bank, credit card and finance charges  --  --  --  (1,290)  538  (752) (752)

Event expenses  1,061  --  1,061  --  1,301  1,301 2,362

Staff development  72  277  349  2,059  --  2,059 2,408

Travel and entertainment  26,713  3,199  29,912  493  99  592 30,504

Insurance  --  289  289  6,739  --  6,739 7,028

Licenses, permits, fees and reimbursements  --  3,000  3,000  797  --  797 3,797

Dues and subscriptions  --  670  670  4,064  1,557  5,621 6,291

Endowment investment fees  --  --  --  1,212  --  1,212 1,212

Bad debt  --  --  --  3,713  --  3,713 3,713

Depreciation  6,423  8,550  14,973  --  --  -- 14,973

Overhead cost contribution  54,901  46,320  101,221  (101,221)  --  (101,221) --

344,114$          442,663$          786,777$          84,512$            46,550$            131,062$          917,839$          

Program Services Support Services

See accompanying notes and independent accountants' review report.  4



WATSONVILLE WETLANDS WATCH

STATEMENT OF CASH FLOWS

Year Ended December 31, 2019

RECONCILIATION OF CHANGE IN NET ASSETS TO NET CASH FLOWS

FROM OPERATING ACTIVITIES

Decrease in net assets (83,091)$          

Adjustments to reconcile decrease in net assets

to net cash used by operating activities:

Depreciation 14,973              

Change in beneficial interest in assets held by others (9,438)               

Promised use of building change in value (58,798)             

Facility - in-kind occupancy 62,503              

(Increase) decrease in:

Accounts receivable (33,966)             

Grants receivable 55,000              

Promises to give 3,713                

Prepaid expenses 12,568              

Increase (decrease) in:

Accounts payable 1,959                

Accrued expenses 3,142                

Deferred revenue 15,300              

Net cash used by operating activities (16,135)             

CASH FLOWS FROM INVESTING ACTIVITIES

Cash paid to purchase property and equipment (7,429)

Net decrease in cash and cash equivalents (23,564)

Cash and Cash Equivalents, beginning 330,839

Cash and Cash Equivalents, ending 307,275$          

See accompanying notes and independent accountants' review report.  5



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019

6

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business: The Watsonville Wetlands Watch ("WWW" or the "Organization") incorporated on 
May 19, 1999. The specific and primary purpose of WWW is to protect, restore, and appreciate the 
wetlands of the Pajaro Valley, especially involving members of the Watsonville community and the 
students of the Pajaro Valley Unified School District.

WWW fulfills its nonprofit purpose as follows: WWW advocates for wetland issues, educates elementary, 
middle, and high school students, restores degraded habitats, preserves what remains whole, and teaches 
appreciation for the unique beauty and life of the Pajaro Valley wetlands. In cooperation with numerous 
other agencies, it supports studies of and planning for these sites.

WWW has publicized the importance of the sloughs through public meetings, newspaper articles and the 
publication of an award-winning book, "Watching the Watsonville Wetlands: An Armchair Guide to the 
Watsonville Slough System" and by advocating for the sloughs before local governmental agencies.

WWW is working with local schools to educate students about the value of the wetlands through guided 
walks for students, serving as a resource for teachers, and providing educational materials to be used in 
the classroom. In addition, some of the Organization’s members are not content to just speak and write 
about the sloughs, but also like to get "down and dirty" with slough cleanups.

WWW runs the Fitz Wetlands Educational Resource Center ("Fitz WERC") on the campus of Pajaro Valley 
High School. The Fitz WERC is a joint venture of the Pajaro Valley Unified School District, the City of 
Watsonville and WWW.

WWW conducts free public tours of their facility, classroom, greenhouse and the wetlands. They organize 
and run regular volunteer activities to clear invasive species and replace them with natives grown in their
greenhouse and outdoors, often from seed. WWW also conducts field trips for elementary school 
children.

WWW also runs the Wetland Stewards Program, a hands-on, experiential wetland science after-school 
program with a mentoring component. The Organization also trains volunteer docents to support and 
conduct all of its activities. Through program grants from the NOAA B-WET program and the Monterey 
Peninsula Foundation, WWW and Fitz WERC program staff are implementing Slough - based 
Environmental Education (Project SEE) at Pajaro Valley High School.

Accounting Policies: The accounting policy relative to the carrying value of property and equipment is 
indicated in a caption on the statement of financial position. Other significant accounting policies are:

Basis of Presentation: The financial statements are prepared using the accrual basis of accounting in 
conformity with accounting principles generally accepted in the United States of America. 



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Assets:  The Organization’s net assets and changes therein are classified and reported as follows:

• Net assets without donor restrictions: Net assets that are not subject to donor-imposed 
restrictions and may be expended for any purpose in performing the primary objectives of the 
Organization. These net assets may be used at the discretion of the Organization’s management 
and the Board of Directors.

• Net assets with donor restrictions:  Net assets subject to stipulations imposed by donors and 
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by 
actions of the Organization or by the passage of time. Other donor restrictions are perpetual in 
nature, whereby the donor has stipulated the funds be maintained in perpetuity. 

Use of Estimates: Preparing the Organization’s financial statements in conformity with accounting 
principles generally accepted in the United States of America requires management to make estimates 
and assumptions that affect assets and liabilities and disclosures of contingent assets and liabilities at 
the date of the financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents: For purposes of the statement of cash flows, the Organization considers 
as cash equivalents all highly liquid investments, which include certificates of deposit with maturities 
ranging from three to twelve months. 

Income taxes: The Organization is a nonprofit corporation that is exempt from federal income tax 
under Section 501(c)(3) of the Internal Revenue code and from state franchise tax under Revenue and 
Taxation Code Section 23701(d).

The Financial Accounting Standards Board (FASB) issued guidance that clarifies the accounting for 
uncertainty in income taxes recognized in a company’s financial statements. Using that guidance tax 
positions initially need to be recognized in the financial statements when it is more likely than not the 
positions will be sustained upon examination by the tax authorities. As of December 31, 2019, the 
Organization has no uncertain tax positions that qualify for either recognition or disclosure in the 
financial statements.

Property and Equipment: The Organization capitalizes all expenditures for property and equipment in 
excess of $1,000. All property and equipment is stated at cost, or if donated, at estimated fair value on 
the date of donation. Major improvements are charged to the property accounts, while maintenance 
and repairs, which do not extend the life of the respective assets, are expensed. When property is 
retired or otherwise disposed, the cost of the property and the related accumulated depreciation are 
removed from the accounts and any resulting gains or losses are reflected in income. 



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation: Depreciation is provided using the straight-line method over the estimated useful lives 
of the assets, generally 5 to 10 years. 

Donations: For the purpose of the financial statements donations, in general, are donations/grants 
received from corporations, foundations and individuals. Donor-restricted donations are reported as 
increases in net assets with donor restrictions. When a restriction expires, the net assets with donor 
restrictions are reclassified to net assets without donor restrictions and reported in the statement of 
activities as net assets released from restrictions.

Recognition of government grants and deferred revenue: Government grants, in general, are fee for 
service agreements and are not treated as contributions. Government grants are recognized when 
earned. Deferred revenues are recorded when the Organization bills for work not yet performed or 
when the Organization receives an advance.

Accounts receivable: Accounts receivable consist of amounts due from funding sources under contract 
agreements for program services and are considered by management to be fully collectable.

Grants receivable: Grants receivable consist of amounts awarded by corporations, foundations, and 
individual funding sources and are considered by management to be fully collectable.

Promises to give (pledges) receivable: The Organization holds fund-raising campaigns for funds which 
generate promises (pledges) to give. Unconditional promises to give (pledges) that are expected to be 
collected within one year, are recorded at their net realizable value and shown as current assets.
Unconditional promises to give (pledges) that are expected to be collected in future years are recorded 
at the present value of estimated future cash flows and shown as other assets. The discount on those 
amounts is computed using a risk adjusted interest rate applicable to the year in which the promise is 
made.

Land held for habitat/conservation: The Organization acquired land with grant funding from the 
California Wildlife Conservation Board (Habitat Conservation Fund - Proposition 117) subject to use 
restrictions for the purposes of wildlife habitat preservation, restoration and management, wildlife-
oriented education and research and for compatible public or private uses, all as may be consistent 
with wildlife habitat preservation and protection of sensitive biological resources. The land was 
originally purchased for $475,000.

Accrued vacation: All regular full-time and part-time employees are entitled to accrue a set amount of 
annual vacation time for every pay period worked. Employees may accrue up to a certain maximum 
hours of vacation time. Upon terminating employment an employee will be paid for the unused portion 
of accrued vacation time.



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional expenses: The cost of providing various programs and other activities have been 
summarized on a functional basis in the statement of activities. Accordingly, certain costs have been 
allocated among the programs and supporting services benefited based on direct cost allocation and 
management estimates based on time and effort. Overhead cost contributions are related to the 
various negotiated indirect rates per the contracts and agreements with the funding agencies and 
grantors. 

In-kind contributions: The Organization is provided the use of the Wetlands Education and Resource 
Center ("WERC") land and facility, maintenance of the building, utilities, land line telephone service
and internet service. The estimated fair value of these in-kind contributions is reported as an expense 
in the period that the facilities and services are used at an estimated fair rental value of the space used.
See Note 6 for details on the agreement.

Upcoming accounting pronouncement: In May 2014, the FASB issued ASU 2014-09, Revenue from 
Contracts with Customers (Topic 606). The core principle of the new guidance is that an entity should 
recognize revenue to reflect the transfer of goods and services to customers in an amount equal to the 
consideration the entity receives or expects to receive. U.S. GAAP guidance requires the use of more 
estimates and judgments than the present standards, along with additional disclosures. The guidance 
was deemed to be effective for the Organization for annual reporting periods beginning after 
December 15, 2018. However, the effective date has since been extended to December 31, 2019. The 
Organization is assessing the impact this ASU will have on its financial statements.

New accounting pronouncement: In June 2018, the FASB issued ASU 2018-08, Not-for-Profit Entities
(Topic 958), Clarifying the Scope and the Accounting Guidance for Contributions Received and 
Contributions Made. The ASU clarifies and improves guidance for contributions received and 
contributions made, and provides guidance to organizations on how to account for certain exchange
transactions. This change is preferable in that it clarifies whether to account for transactions as 
contributions or as exchange transactions. In addition, it clarifies whether a contribution is conditional. 
As a result, it enhances comparability of financial information among not-for-profit entities. The 
change in accounting principle was adopted on a modified prospective basis in 2019. As a result, there 
was no cumulative-effect adjustment to opening net assets without donor restrictions or opening net 
assets with donor restrictions as of January 1, 2019.

NOTE 2. RETIREMENT PLAN

The Organization provides a Savings Incentive Match Plan for Employees of Small Employers (SIMPLE) IRA, 
qualified under section 408(p) of the Internal Revenue Code. The Organization provided a matching 
contribution equal to the employee’s salary reduction contributions up to a limit of 3% of the employee’s 
compensation for the year.  The Organization contributed $11,553 to eligible employees' accounts for the 
year ended December 31, 2019.



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 3. LINE OF CREDIT

The Organization has a revolving line of credit with Wells Fargo with an available balance of $25,000.   The 
line is renewable annually and carries an interest rate of prime plus 6%.  The effective rate at December 
31, 2019 was 11.50%.  As of December 31, 2019, there was no outstanding balance due.

NOTE 4. AVAILABILITY AND LIQUIDITY

The following reflects the Organization's financial assets as of December 31, 2019, reduced by amounts 
not available for general use within one year of the statement of financial position date because of 
contractual or donor-imposed restrictions. 

The Organization regularly monitors liquidity required to meet its operating needs while also striving to 
maximize the investment of its available funds. The Organization manages its liquidity and reserves 
following these guiding principles: operating within a prudent range of financial soundness and stability, 
maintaining adequate liquid assets to fund near-term operating needs, and maintaining sufficient reserves 
to provide reasonable assurance that long-term obligations will be met.  

The Organization also has a line of credit available to meet short-term needs. See Note 3 for additional 
information regarding the line of credit. 

Financial assets at year end:

Cash and cash equivalents 307,275$         

Accounts receivable 166,087

Beneficial interest in assets held by others 85,404

Total financial assets 558,766

Less amounts not available to be used within one year:

Financial assets restricted by donors  for use in future periods 136,913

Portion of donor-restricted endowment 

to be retained in perpetuity 65,000

Financial assets not available to be used within one year 201,913

Financial assets available to meet general 

expenditures within one year 356,853$         



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 5. PROMISES TO GIVE

Promises to give (pledges) receivable at December 31, 2019, are expected to be received as follows:

Management expects uncollectable pledges to be insignificant; therefore, no allowance for doubtful 
pledges has been provided.

NOTE 6. LEASE AGREEMENT

The Organization entered into an agreement in 2005 between the Pajaro Valley Unified School District, as 
landlord, and the City of Watsonville and the Organization, as tenants, for the 'WERC. The Organization
contributed a portion of the funding to the project. Under the lease agreement the Organization is 
provided, for a term of 99 years at a cost of $1 per year, with use of the WERC building and site, 
maintenance of the building, utilities, land line telephone service, and internet service. The estimated fair 
value of the rent of leased facilities exceeds the Organization's contractual cost, and the difference is 
recorded as a contribution and discounted to present value over the life of the lease using a discount rate 
of 3.38% which is based on the risk-free U.S. Treasury rate at the time of the contribution.

The promised use of building is presented as follows as of December 31, 2019:

NOTE 7. FAIR VALUE MEASUREMENTS

The Fair Value Measurements Topic of the FASB Accounting Standards Codification 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 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).

Pledges receivable, due in one to five years 8,000$           

Remaining promised use of building 5,250,252$   

Less discount to present value 3,514,373     

Promised use of building 1,735,879     

Less current portion 62,503           

Promised use of building, long-term 1,673,376$   



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 7. FAIR VALUE MEASUREMENTS (Continued)

The three levels of the fair value hierarchy are briefly described below:

Level 1: Unadjusted quoted market prices in active markets that are accessible at the measurement 
date for identical, unrestricted assets or liabilities.

Level 2: Quoted prices in markets that are not considered to be active or financial instruments for 
which all significant inputs are observable, either directly or indirectly.

Level 3: Prices or valuations that require inputs that are both significant to the fair value 
measurement and are unobservable.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest 
level of any input that is significant to the fair value measurements. Valuation techniques used need to 
maximize the use of observable inputs and minimize the use of unobservable inputs. 

Following is a description of the valuation methodology used for assets measured at fair value:

 Interest in assets held at Community Foundation: Funds are invested for long-term growth, both 
in equities and fixed income investments, which are valued at the net asset value (“NAV”) of 
shares held by the Foundation at year end.

The preceding method described may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values. Furthermore, although the Organization believes its 
valuation method is appropriate and consistent with other market participants, the use of different 
methodologies or assumptions to determine the fair value of certain financial instruments could result in 
a different fair value measurement at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Organization’s assets at fair 
value at December 31, 2019:

Level 1 Level 2 Level 3 Total

Beneficial interest in assets

held by others --$                   --$                   85,404$         85,404$         



WATSONVILLE WETLANDS WATCH

Notes to Financial Statements
December 31, 2019
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NOTE 7. FAIR VALUE MEASUREMENTS (Continued)

The following is a reconciliation of the beginning and ending balance of assets measured at fair value on 
a recurring basis using significant unobservable inputs (Level 3) for the year ended December 31, 2019:

NOTE 8. BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS

The Community Foundation Santa Cruz County (Foundation) holds funds for the Organization. Funds are 
composed of the following as of December 31, 2019:

The Organization receives units in the Community Foundation’s investment pool.  When the assets were 
transferred to the Foundation, the Organization granted variance power; thus, the Foundation has full 
authority and discretion as to the investment and reinvestment of the assets.

Distributions from the endowed agency funds are limited to an annual distribution. On an annual basis 
the Foundation calculates the maximum allowable grant that can be distributed from the endowed funds 
(4% of the average fund balance on the previous 12 quarters) limited to the extent that accumulated 
earnings are available. Other distributions may be made to the Organization only by a final determination 
made by the Board of Directors of the Foundation. 

Endowment Fund: In 2008, the Organization established an Endowment Fund at the Foundation to 
provide financial support to the Organization to support its activities, programs and operations. All 
contributions made to the fund are irrevocable. 

Laura Hofmeister Scholarship Fund - WWWH: In 2010, the Organization established a Scholarship Fund 
with the Foundation to provide financial support to the Organization for scholarships and stipends made 
possible by support from Laura Hofmeister. All contributions made to the fund are irrevocable. 

Beginning balance 75,966$         

Investment income 13,843           

Grants (3,193)            

Administration fees (1,212)            

Ending balance 85,404$         

Endowment Fund 35,541$         

Laura Hofmeister Scholarship Fund - WWWH 49,863           

  Total beneficial interest in assets held by others 85,404$         
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Notes to Financial Statements
December 31, 2019
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NOTE 8. BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS (Continued)

In the event of the dissolution of the Organization or in the event it shall no longer be an organization 
described in Section 170 (c) of the Internal Revenue Code of 1954, as amended, the Foundation shall 
continue to hold the funds and shall distribute the income to organizations as in the opinion of the 
Foundation most nearly serve the purposes and objectives of the Organization. All monies held in the 
funds are subject to the power of the Foundation to modify any restrictions or conditions on the 
distribution of monies for any specified charitable purposes or to specified organizations, if in their sole 
judgment such restriction becomes, in effect, unnecessary, incapable of fulfillment, or inconsistent with 
the charitable needs of the area served by the Foundation.

Interpretation of Relevant Law: The Board of Directors of the Organization has interpreted the California 
Prudent Management of Institutional Funds Act (CPMIFA) 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, the Organization classifies as net assets with donor restrictions (a) the
original value of gifts donated to the perpetual endowment, (b) the original value of subsequent gifts to
the perpetual endowment, and (c) accumulations to the perpetual endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.

In accordance with CPMIFA, the Organization considers the following factors in making a determination 
to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund
(2) The purposes of the Organization and the donor-restricted endowment fund
(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 Organization
(7) The investment policies of the Organization

Investment Return Objectives, Risk Parameters and Strategies: The Organization has adopted 
investment and spending policies, approved by the Board of Directors, for endowment assets that attempt 
to provide a predictable stream of funding to programs supported by its endowment funds while also 
maintaining the purchasing power of those endowment assets over the long-term. Endowment assets are 
invested in a well-diversified asset mix, which includes equity and fixed income securities, that is intended 
to result in a consistent inflation-protected rate of return that has sufficient liquidity to make an annual 
distribution of 5%, while growing the funds if possible.  Actual returns in any given year may vary from 
this amount.  Investment risk is measured in terms of the total endowment fund; investment assets and 
allocation between asset classes and strategies are managed to not expose the fund to unacceptable 
levels of risk.  
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NOTE 8. BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS (Continued)

Spending Policy: Each year, the entire earnings of each fund shall be distributed according to written 
criteria and no earnings are provided to increase principal. The Board of Directors periodically reviews this 
policy for changes. From time to time, certain donor-restricted endowment funds may have fair values 
less than the amount required to be maintained by donors or by law (underwater endowments). The 
Board of Directors of the Organization has interpreted CPMIFA to permit spending from underwater 
endowments in accordance with prudent measures required under law.  

NOTE 9. NET ASSETS WITH DONOR RESTRICTIONS

For the year ended December 31, 2019, activity in net assets with donor restrictions was as follows:

Endowment funds held in perpetuity are held at the Community Foundation Santa Cruz County and are 
recorded at fair market value as of December 31, 2019:

Beginning Ending

12/31/2018 Additions Satisfied 12/31/2019

Pledges 17,715$         --$                   9,715$           8,000$           

Promised use of building,

  net of unamortized discount 1,739,584     --                     3,705              1,735,879     

Land held for habitat/conservation 475,000         --                     --                     475,000         

Investment earnings on endowment funds 10,966           9,438              --                     20,404           

Grant awards - program 284,493         54,364           222,348         116,509         

Endowment funds 65,000           --                     --                     65,000           

2,592,758$   63,802$         235,768$       2,420,792$   

Watsonville Wetlands Watch Endowment Fund 25,000$         

Watsonville Wetlands Watch Laura Hofmesiter Scholarship Fund 40,000           

  Total endowment funds held in perpetuity 65,000$         
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NOTE 10. COMMITMENTS

The Organization obtained land partially funded with government grants and from funds contributed by 
donors. The governing documents require the Organization to perform various duties on an on-going 
basis. Those duties vary by property; however, the most significant duty is the performance of either an 
annual inspection, or preparation and performance of duties under a management plan for the site. 
Properties under the Organizations duties are as follows:

Land Held for Conservation – Tar Plant Hill

NOTE 11. CONCENTRATION OF CREDIT RISK

The Organization maintains balances in cash and interest-bearing deposit accounts at various financial 
institutions and, from time to time during the year, the cash balances may be in excess of the amount 
insured by the Federal Deposit Insurance Corporation (FDIC).  In the event of insolvency by the financial 
institution, deposits in excess of insured amounts are potentially subject to unrecoverable loss.  

NOTE 12. SUBSEQUENT EVENTS

Management has evaluated its December 31, 2019 financial statements for subsequent events through 
August 27, 2020, the date of issuance of the financial statements. The Organization is aware that the 
occurrence of the coronavirus (COVID-19) outbreak subsequent to year-end could potentially have a 
negative impact to financial results or financial conditions, which at this time cannot be reasonably 
estimated.
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