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Independent Auditor’s Report

Board of Directors
Colorado Cattlemen's Agricultural Land Trust

Report on the Financial Statements

We have audited the accompanying financial statements of Colorado Cattlemen's Agricultural Land
Trust (the Land Trust), which comprise the statement of financial position as of June 30, 2020, 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.

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 audit 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 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.



Board of Directors
Colorado Cattlemen's Agricultural Land Trust

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Colorado Cattlemen's Agricultural Land Trust as of June 30, 2020, 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.
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October 27, 2020



Colorado Cattlemen's Agricultural Land Trust
Statement of Financial Position

June 30, 2020

Assets

Cash and cash equivalents
Contributions and grants receivable
Prepaid expenses and other assets
Loans receivable (note 8)
Investments (note 3)

Property and equipment, net (note 4)

Total assets

Liabilities and Net Assets

Liabilities

Accounts payable

Accrued liabilities

Deferred revenue (note 5)

Paycheck Protection Program loan (note 6)

Total liabilities

Net assets (note 9)

Without donor restrictions
With donor restrictions

Total net assets

Commitments (notes 7, 8 and 10)

Total liabilities and net assets

See the accompanying notes to the financial statements.

$ 1,101,447
80,410

34,966

15,908
8,209,917
646,360

$_10.089.008

$ 57,961
101,794
57,805
129,000

346,560

1,126,237
8,616,211

9,742,448

§_10.089.008_



Colorado Cattlemen's Agricultural Land Trust
Statement of Activities

Year Ended June 30, 2020
Without Donor ~ With Donor
Restrictions Restrictions Total
Operating activities
Support and revenue
Contributions and grants 415,674 537,107 952,781
Grants for the purchase of conservation
easements:
Federal 833,000 — 833,000
Non-federal 4,834,000 - 4,834,000
Contributions of conservation easements 10,675,500 - 10,675,500
Special events revenue 164,934 - 164,934
Less cost of direct benefits to donors (34,710) — (34,710)
Service fee income 649,641 - 649,641
Net assets released from restrictions (note 9) 625,255 (625,255) —
Total support and revenue 18,163,294 (88,148) 18,075,146
Expenses
Program services
Conservation easements 16,342,500 - 16,342,500
Other conservation expenses 799,394 - 799,394
Total program services 17,141,894 - 17,141,894
Supporting services
Management and general 383,246 — 383,246
Fundraising 195,201 - 195,201
Total supporting services 578,447 — 578,447
Total expenses 17,720,341 - 17,720,341
Change in net assets from operations 442953 (88,148) 354,805
Non-operating activities
Investment return 3,299 96,801 100,100
Donation of Yampa Valley Land
Trust, Inc. (note 12) 323,547 3,324,364 3,647,911
Total non-operating activities 326,846 3,421,165 3,748,011
Change in net assets 769,799 3,333,017 4,102,816
Net assets, beginning of year 356,438 5,283,194 5,639,632
Net assets, end of year 1,126,237 8,616,211 9,742,448

See the accompanying notes to the financial statements.



Colorado Cattlemen's Agricultural Land Trust
Statement of Functional Expenses

Year Ended June 30, 2020

Supporting services

Management Total
Program and Fund supporting Total
services general raising services expenses

Conservation easements $ 16,342,500 - - - 16,342,500
Salaries, employee benefits,

and payroll taxes 344,202 281,731 87,360 369,091 713,293
Project and stewardship expense 185,922 - - - 185,922
Information technology 97,165 12,781 29,657 42,438 139,603
Professional fees 31,456 33,976 4,919 38,895 70,351
Printing and publications 23,639 - 24,713 24,713 48,352
Insurance 32,350 8,118 2,018 10,136 42,486
Special events expense - - 38,133 38,133 38,133
Marketing expense - - 27,000 27,000 27,000
Public policy 20,070 - - - 20,070
Occupancy 9,439 7,818 2,700 10,518 19,957
Fellows program 4911 12,260 2,213 14,473 19,384
Office expenses 965 10,640 5,810 16,450 17,415
Depreciation 9,773 4,368 1,508 5,876 15,649
Conferences, meetings, and

training 11,956 2,072 - 2,072 14,028
Travel and meals 7,750 3,146 1,163 4,309 12,059
Miscellaneous 6,057 2,734 1,474 4,208 10,265
Certification/accreditation 9,392 - - - 9,392
Dues and subscriptions 4,347 3,602 1,243 4,845 9,192

Total functional expenses 17,141,894 383,246 229911 613,157 17,755,051
Less expenses included with revenue

in the statement of activities:
Special events direct benefit

to donors - - (34,710) (34,710) (34,710)

Total expenses $ 17,141,894 383,246 195,201 578,447 17,720,341

See the accompanying notes to the financial statements.



Colorado Cattlemen's Agricultural Land Trust
Statement of Cash Flows
Year Ended June 30, 2020

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
used in operating activities
Donation of Yampa Valley Land Trust, Inc.
Depreciation
Contributions restricted for long-term purposes
Investment income on contributions restricted for long-term purposes
Net realized and unrealized losses on investments
Loss on disposal of property and equipment
Increase in operating assets
Contributions and grants receivable
Prepaid expenses and other assets
Increase (decrease) in operating liabilities
Accounts payable and accrued liabilities
Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities

Loan repayments, net

Net purchases of investments

Cash received with the donation of Yampa Valley Land Trust, Inc.

Net cash used in investing activities

Cash flows from financing activities

Contributions restricted for long-term purposes

Investment income on contributions restricted for long-term purposes
Proceeds from Paycheck Protection Program loan

Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental cash flow information
Noncash investing activities
Noncash assets received and liabilities assumed with the donation of
Yampa Valley Land Trust, Inc. (see note 12)

See the accompanying notes to the financial statements.

$

$

4,102,816

(3,647,911)
15,649

(238,667)

(141,184)
68,669
529

(15,846)
(44)

79,809

(61,114)
162,706

35,732
(292,407)
4,345

(252,330)

238,667
141,184
129,000

508,851

419,227
682,220

1,101,447

§ 3,643,566



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements

(1) Summary of Significant Accounting Policies

(@

(b)

(©)

()

Organization

Colorado Cattlemen's Agricultural Land Trust (the Land Trust) was established in 1995
to conserve Colorado’s western heritage and working landscapes for the benefit of future
generations. Support for the Land Trust’s activities generally comes from individual
donor contributions, private and government grants, and service fees.

On September 13, 2019, the Land Trust formed Yampa Valley Land Trust, LLC (the
LLC), a single member limited liability company with the Land Trust as its sole
member. The Land Trust has determined that the LLC is a disregarded entity for federal
income tax purposes and is treated in the same manner as a branch or division of the
single member.

Basis of Accounting

The accompanying financial statements of the Land Trust have been prepared on the
accrual basis of accounting and, accordingly, reflect all significant receivables, payables
and other liabilities.

Financial Statement Presentation

The Land Trust is required to present information regarding its financial position and
activities according to the following net asset classifications:

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 Land Trust. These net assets may be used at the discretion of the
Land Trust’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 Land Trust or by the passage of time. Other
donor restrictions are perpetual in nature, where by the donor has stipulated the funds
be maintained in perpetuity.

Measure of Operations

The statement of activities reports all changes in net assets, including changes in net
assets from operating and nonoperating activities. Operating activities consist of those
items attributable to the Land Trust’s ongoing easement activities, contributions, grants,
special events and service fee income. Nonoperating activities are limited to resources
that generate return from investments and other activities considered to be of a more
unusual or nonrecurring nature.



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

(e)

4

@

Cash and Cash Equivalents

The Land Trust considers all highly liquid investments with an initial maturity of three
months or less, and which are not held by investment managers as part of an investment
portfolio, to be cash equivalents.

Concentrations of Credit Risk

Financial instruments which potentially subject the Land Trust to concentrations of
credit risk consist of cash and cash equivalents, investments, and contributions and
grants receivable. The Land Trust places its cash and cash equivalents with
creditworthy, high quality financial institutions. At times during the year, a portion of
the Land Trust’s cash deposits may not be insured by the FDIC or related entity.

The Land Trust has significant investments in stocks, bonds, mutual funds and money
market accounts and is therefore subject to concentrations of credit risk. Investments are
made and monitored by the management of the Land Trust pursuant to an investment
policy established by the Board of Directors. Though the market values of investments
are subject to fluctuation on a year-to-year basis, management believes that the
investment policy is prudent for the long-term welfare of the Land Trust.

Credit risk with respect to contributions and grants receivable is limited due to the credit
worthiness of the entities that comprise the contributor base.

The Land Trust generally receives a significant amount of support from the U.S.
Department of Agriculture, and is reliant on tax incentives provided at the state level for
landowners. The Land Trust is also dependent on the services of qualified appraisers in
order to complete conservation easement transactions. A decrease in grants from the
Department of Agriculture, a change in the current state tax incentives, or changes to
regulation of appraisers could all have an adverse impact on the Land Trust’s operations.

Investments

Investments are recorded at cost, if purchased, or at fair value, if donated. Thereafter,
investments are reported at their fair values in the statement of financial position. Fair
value is more fully discussed below. Management is responsible for the fair value
measurement of investments reported in the financial statements and believes that the
reported values are reasonable.

Investment return consists of the Land Trust’s share of any interest, dividends, capital
gains and losses generated from investments, as well as the change in fair value of the
investments. Gains and losses attributable to investments are realized and reported upon
a sale or disposition of the investment. Unrealized gains and losses are included in the
change in net assets in the statement of activities.



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

(h) Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the
measurement date. Generally accepted accounting principles in the U.S. establishes a
fair value hierarchy that prioritizes investments based on the assumptions market
participants would use when pricing an asset. The fair value hierarchy gives the highest
priority to quoted prices in active markets (observable inputs) and the lowest priority to
an entity’s assumptions (unobservable inputs).

Assets are grouped at fair value in three levels based on the markets in which the assets
and liabilities are traded and the reliability of the assumptions used to determine fair
value. These levels are:

Level 1  Unadjusted quoted market prices for identical assets or liabilities in active
markets as of the measurement date.

Level2  Inputs other than quoted market prices that are observable for the
asset/liability, either directly or indirectly.

Level 3 Unobservable inputs that cannot be corroborated by observable market
data.

In certain cases, the inputs used to measure fair value may fall into different levels of the
fair value hierarchy. In such cases, an investment’s level within the fair value hierarchy
is based on the lowest level of input that is significant to the fair value measurement.
These classifications (Level 1, 2 and 3) are intended to reflect the observability of inputs
used in the valuation of investments and are not necessarily an indication of risk or
liquidity.

Property and Equipment

Property and equipment are stated at cost or, if donated, at the approximate fair market
value at the date of donation. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets ranging from five to seven years. The Land
Trust capitalizes all property and equipment with a useful life of more than one year and
a cost greater than or equal to $2,500.



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

1)

(k)

Conservation Easements

The Land Trust receives gifts of conservation easements and grants toward the purchase
of conservation easements. The easements contain numerous restrictions over the use
and development of land, which is not owned by the Land Trust. The value of donated
conservation easements is based on the appraised value as determined by an independent
appraiser. Easements are recorded as revenue when they are received and an expense is
recorded for an equal amount whether the easement is held by the Land Trust or
transferred to an eligible entity. Grants received for the purchase of conservation
easements are recorded as revenue and as a conservation easement expense when the
easement is purchased.

The Land Trust monitors activities on the land and enforces restrictions contained in
both donated and purchased conservation easements. The value of the easements is not
reflected in the statement of financial position because the easements have no economic
value to the Land Trust.

Revenue Recognition

Contributions and Grants

Contributions and grants are recognized when cash, securities or other assets, and
unconditional promises to give are received. Conditional promises to give, that is, those
with a measurable performance barrier, and a right of return, are not recognized until the
conditions on which they depend are substantially met. Should the Land Trust
substantially meet the conditions in the same period that the contribution was received,
and barring any further donor-imposed restrictions, the Land Trust has elected to
recognize the revenue in net assets without donor restrictions. Payments received in
advance of conditions being met are recorded as refundable advances in the statement of
financial position.

The Land Trust does not record contributions and grants committed to the purchase of
conservation easements and completion of conservation projects until the easements are
purchased or projects completed. Contributions and grants committed to future
conservation easements and projects, which have not been recorded at June 30, 2020,
total $9,871,002. Cash received under these contributions and grants is reported as
deferred revenue until the conservation easement project is complete.

Contributions and grants received are recorded as net assets without donor restrictions or
net assets with donor restrictions, depending on the existence and/or nature of any
donor-imposed restrictions. When a restriction expires (that is, when a stipulated time
restriction ends or purpose restriction is accomplished), 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.

10



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

(k) Revenue Recognition, Continued

()

(m)

Contributions and Grants (Continued)

Contributions and grants receivable are recorded at net realizable value if expected to be
collected in one year and at fair value if expected to be collected in more than one year.
Management uses the direct write-off method to recognize bad debt expense on
uncollectible amounts.

Special events revenue

Special events revenue consists of ticket sales and sponsorships for various special
events. Ticket sales and sponsorships may be received in advance of the event taking
place and are recorded as deferred revenue. These amounts are recorded as revenue the
day the event takes place.

Service fee income

Service fee income mainly consists of fees from services provided by the Land Trust in
connection with a conservation easement project. These fees are recognized when the
easement is purchased or project is completed. Occasionally, the Land Trust receives
settlement income from easement violations. Revenue is recognized from settlements
when the cash is received as there is uncertainty as to the receipt of the funds and the
specific amount that will be received.

Donated Goods and Services

Donated conservation easements are recorded at fair value. Donated goods and services
are recorded as contributions and corresponding expenses at their estimated fair values at
the date of donation, or capitalized if they meet the capitalization criteria. Donated
auction items are recorded at the cash sales price at the time of sale and included in
special event revenue. Many individuals volunteer their time and perform a variety of
tasks that assist the Land Trust in its programs and general operations. These services
are not recognized in the financial statements because they do not meet the criteria for
recognition under generally accepted accounting principles.

Functional Expenses

The costs of providing program and supporting services have been summarized on a
functional basis in the accompanying statements of functional expenses. The Land Trust
incurs expenses that directly relate to, and can be assigned to, a specific program or
supporting activity. The Land Trust also conducts a number of activities which benefit
both its program objectives as well as supporting services (i.e. fundraising and
management and general activities). These costs, which are not specifically attributable
to a specific program or supporting activity, are allocated by management on a consistent
basis among program and supporting services benefited, based on either financial or
nonfinancial data, such as headcount, square-footage, or estimates of time and effort
incurred by personnel.

11



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

)

Summary of Significant Accounting Policies, Continued

(n) Estimates

(0)

(p)

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 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.

Income Tax Status

The Land Trust is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code and qualifies for the charitable contribution deduction. However,
income from activities not directly related to the Land Trust's tax-exempt purpose is
subject to taxation as unrelated business income. There was no unrelated business
income during the year ended June 30, 2020.

Management is required to evaluate tax positions taken by the Land Trust and recognize
a tax liability (or asset) if the Land Trust has taken an uncertain position that more likely
than not would not be sustained upon examination by taxing authorities. The Land Trust
has analyzed the tax positions taken or expected to be taken that would require
recognition of a liability (or asset) or disclosure in the financial statements and
determined there are none. The Land Trust is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax periods in progress. The
three previous tax years remain subject to examination.

Subsequent Events

The Land Trust has evaluated subsequent events through October 27, 2020, the date the
financial statements were available to be issued. Although the effects of the COVID-19
pandemic are continuing beyond the date of the financial statements, management does
not anticipate significant adverse effects on the operations of the Land Trust during
fiscal year 2020-2021. Management and the Board of Directors continue to monitor the
situation and are making the changes necessary to ensure the health and safety of its
employees and donors.

12



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

)

2)

Summary of Significant Accounting Policies, Continued

(q9) New Accounting Pronouncements

During 2020, the Land Trust adopted Accounting Standards Update (ASU) No. 2018-08,
Not-for-Profit Entities (Topic 958) — Clarifying the Scope and Accounting Guidance for
Contributions Received and Contributions Made. This standard assists entities in
evaluating whether transactions should be accounted for as contributions or exchange
transactions and determining whether a contribution is conditional. The provisions of
ASU No. 2018-08 have been implemented in the accompanying financial statements
under a modified prospective basis. Accordingly, there is no effect on net assets in
connection with the implementation of ASU No. 2018-08.

During 2020, the Land Trust adopted Accounting Standards Update (ASU) No. 2014-09,
Revenue from Contracts with Customers (Topic 606), using the modified retrospective
method. The update supersedes the revenue recognition requirements in Revenue
Recognition (Topic 605) and requires entities to recognize revenue to depict the transfer
of promised goods or services to customers in an amount that reflects the considerations
to which the entity expects to be entitled in exchange for those goods or services.
Additionally, this guidance requires that entities disclose the nature, amount, timing, and
uncertainty of revenue and cash flows arising from contracts with customers. Analysis of
various provisions of this standard resulted in no significant changes in the way the Land
Trust recognized revenue and, therefore, no cumulative adjustments to beginning net
assets was required as a result of adoption. The presentation and disclosure of revenue
has been enhanced in accordance with the standard.

Availability and Liquidity of Financial Assets

The following represents the Land Trust’s financial assets as of June 30, 2020:

Financial assets at year end

Cash and cash equivalents $1,101,447
Contributions and grants receivable 80,410
Loans receivable 15,908
Investments 8,209.917
Total financial assets 9,407,682
Less amounts not available to be used within one year
Net assets with donor restrictions 8,016,211
Less endowment funds to be appropriated within one year (286,000)
Less net assets with purpose restrictions expected to be
met in one year (168,080)
Board designated funds requiring board approval for expenditure 1,083,729
9.245.860
Financial assets available to meet general and specific expenditures
over the next twelve months $ 161,822

13



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

2)

©))

Availability and Liquidity of Financial Assets, Continued

As part of the Land Trust’s liquidity management, it has a policy to structure its financial
assets to be available as its general expenditures, liabilities, and other obligations become due.
The organization has a goal to maintain financial assets on hand to cover 90 days of general
expenditures. Financial assets in excess of daily cash requirements are invested in money
market funds and other short-term investments.

The Land Trust has board designated net assets without donor restrictions that, while the Land
Trust does not intend to spend these for purposes other than those identified, could be made
available for current operations, if necessary. Management has estimated that net assets with
purpose restrictions expected to be met within one year total $168,080. This estimate is based
on projects expected to be completed, conservation easement transactions expected to close,
and budgeted expenditures for the next year. The Land Trust also expects an annual
appropriation from the endowment funds of $286,000 to be available within the next twelve
months for operations.

The Land Trust’s cash flows have seasonal variations during the year attributable to the timing
of conservation easement transaction closings. To manage liquidity, the Land Trust maintains
a $50,000 overdraft line of credit with a bank that is drawn upon as needed during the year to
manage cash flows. At June 30, 2020, no amounts are outstanding under this line of credit.

Investments

Investments are stated at their fair values and were comprised of the following at June 30,
2020:

Cash and cash equivalents $ 619,697
U.S. equities 1,130,616
Fixed income 207,941
Exchange traded funds (ETFs) 271,373
Mutual funds invested in U.S. equities 2,875,449
Mutual funds invested in international equities 1,538,424
Mutual funds invested in fixed income 1,566,417

Total investments $ 8,209,917

All investments have been valued using level one inputs other than fixed income securities
totaling $207,941, which have been valued using level two inputs. Marketable securities are
exposed to various risks that may cause the reported value of the Land Trust’s investment
assets to fluctuate from period to period and result in a material change to the net assets of the
Land Trust. Investments in equity securities fluctuate in value in response to many factors
such as the activities and financial condition of individual companies, business and industry
market conditions and the general economic environment. The value of bond investments and
other fixed income securities fluctuate in response to changing interest rates, credit worthiness
of issuers and overall economic policies that impact market conditions.

14



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

“)

©))

(6)

(M

Property and Equipment

Property and equipment consists of the following at June 30, 2020:

Land — Rehder Ranch $ 500,000
Buildings and improvements — Rehder Ranch 120,000
Vehicles 50,897
Office equipment 8.999
679,896

Accumulated depreciation (33.536)
Property and equipment, net $ 646.360

Deferred Revenue

At June 30, 2020, deferred revenue consists of cash received in advance for the following
purposes:

Sponsorships for future special events $ 45,530
Conditional contributions and grants 11,215
Future services 1.060

Total deferred revenue $ 57.805

Paycheck Protection Program Loan

In April 2020, the Land Trust received a $129,000 loan under the U.S. Small Business
Administration’s (SBA) Paycheck Protection Program (PPP) authorized under the
Coronavirus Aid, Relief, and Economic Security Act (the CARES Act). Under the program,
this loan may be partially or fully forgiven if certain eligibility requirements are met, including
that 60% of the loan must be spent on payroll. The loan is being treated as a refundable
advance of a conditional contribution until such time that the loan has been explicitly forgiven
by the SBA. At such time that the loan is forgiven, the conditions will be considered met and
the Land Trust will recognize contribution revenue in the amount of the loan forgiveness.

In the case that the loan is not forgiven in its entirety, the outstanding balance is payable in
equal amounts required to fully amortize the principle amount outstanding on the note by the
maturity date of April 23, 2020. The loan is unsecured, and interest is charged at 1% per
annum.

Line of Credit
The Land Trust has a $50,000 overdraft protection line of credit with a financial institution
that bears interest at a variable rate of prime plus 2%. Interest is due monthly and the line of

credit is secured by depository accounts at the financial institution. There were no amounts
outstanding on the line of credit at June 30, 2020.

15



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

(8) Conservation Easements

As of June 30, 2020, the Land Trust holds 402 easements covering approximately 656,201
acres in 42 counties throughout Colorado, and in parts of Wyoming and New Mexico.
Conservation easements are interests in land which possess conservation value, but not
economic value to the Land Trust. The Land Trust provides stewardship, ongoing monitoring,
and legal protection of the conservation easements.

(9) Net Assets
Net Assets Without Donor Restrictions

The Land Trust’s net assets without donor restrictions is comprised of undesignated and Board
designated amounts for the following purposes at June 30, 2020:

Undesignated $ 42,508
Board designated:
Easement defense 512,414
Stewardship 435,377
Conservation and restoration 213,914
Future operating expense 141,600
Future capital assets 19,776
Other activities 60,648
Inter-fund loan (300,000)
Total board designated net assets 1,083,729
Total net assets without donor restrictions $ 1,126,237

Net Assets With Donor Restrictions

Net assets with donor restrictions are restricted for the following purposes or periods as of
June 30, 2020:

Specific purpose
Easement defense $ 451,638
Conservation advancement loan fund (CALF) 452,232
Future projects 151,869
Passage of time
Contributions receivable 31,334
Total subject to purpose and time restrictions 1,087,073
Endowments
Stewardship Endowment Fund 4,515,972
Operating Endowment Fund 1,101,903
Conservation Endowment Fund 109,208
Rehder Ranch Endowment Fund 1,668,424
Ron and Kitty Boeddeker Peaks to Plains Conservation
and Restoration Fund 133,631
Total endowments 7,529,138
Total net assets with donor restrictions $ 8,616,211

16



Colorado Cattlemen's Agricultural Land Trust

Notes to Financial Statements, Continued

(9) Net Assets, Continued

Net assets were released from restriction for the following purposes for the year ended June

30, 2020:

Purpose and time restrictions accomplished
Easement defense $ 148,108
Database migration 31,308
25™ Anniversary Book 7,000
Forever Colorado (marketing) 115,725
Yampa Valley Land Trust, Inc. acquisition 41,941
Other 22,514
Total purpose and time restrictions 366,596
Endowment funds appropriated for expenditure 258,659
Total net assets released from restriction $ 625,255

The Land Trust has established a legal defense fund to help fight threats to conservation
easements and interests. Donations to the legal defense fund are recorded as increases in net
assets with donor restrictions, and are released from restriction when qualifying expenses are
incurred.

The Land Trust has established a conservation advancement loan fund with donor restricted
contributions that provides short-term loans to landowners for conservation easement
transaction costs. The Land Trust charges a 5% fee on draws made from the loan fund. The
fee income is reinvested in the fund for future loans and included in net assets with donor
restrictions. Outstanding loans totaled $15,908 at June 30, 2020 and are included in the
accompanying statement of financial position.

Endowment funds

The State of Colorado has adopted the Uniform Prudent Management of Institutional Funds
Act (UPMIFA). The Land Trust has interpreted UPMIFA as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds,
absent explicit donor stipulations to the contrary. As a result of this interpretation, the Land
Trust classifies as nets assets with donor restrictions: (a) the original value of the gifts donated
to the endowment, (b) the original value of subsequent gifts to the endowment, and (c)
accumulations to the endowment made in accordance with the direction of the donor gift
instrument.
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In accordance with UPMIFA, the Land Trust considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the fund

The purposes of the Land Trust and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Land Trust

The investment policies of the Land Trust

The stewardship of conservation easements includes the expenses of holding, administering,
and enforcing the terms of conservation easements. When the Land Trust accepts a
conservation easement, they take on the obligation to monitor and defend the easement in
perpetuity.  Donor restricted contributions to and investment income earned on the
Stewardship Endowment Fund are recorded as increases in nets assets with donor restrictions
until appropriated by the Board of Directors for expenditure, at which time they are released
from restriction. The Stewardship Endowment Fund provides funding for the ongoing and
perpetual stewardship responsibilities accepted by the Land Trust for the conservation
easements it holds.

The Operating Endowment Fund was established to provide funding for the ongoing
operations of the Land Trust. Contributions to and earnings on the Operating Endowment
Funds are recorded as increases in nets assets with donor restrictions until appropriated by the
Board of Directors for expenditure. It is intended that the balance in the Fund remain above
$1,000,000 unless specific authorization comes from a vote of two-thirds majority of the Land
Trust’s Board of Directors.

The Conservation Endowment Fund was acquired as part of the acquisition of the Yampa
Valley Land Trust, Inc. (see note 12) and is for the purpose of supporting the completion of
conservation projects. Earnings from the fund may be distributed on an annual basis. Donor
restricted contributions to and investment income earned on the Conservation Endowment
Fund are recorded as increases in nets assets with donor restrictions until appropriated by the
Board of Directors for expenditure, at which time they are released from restriction.

The Rehder Ranch Endowment Fund consists of an investment fund and a historic sheep
ranch, consisting of land and buildings, acquired as part of the acquisition of the Yampa
Valley Land Trust, Inc. (see note 12). The endowment was initially established as part of a
bequest and the property is to be held in perpetuity, to be managed as a nature preserve for the
study of local plants and wildlife. ~ As part of the bequest, a cash donation was made to
provide for the maintenance and upkeep of the ranch.
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At June 30, 2020, the Rehder Ranch Endowment Fund consisted of the following:

Cash $ 7,401
Land 500,000
Buildings, net of accumulated depreciation 115,500
Investments 1,046,737
Accounts payable and accrued liabilities (1.214)
Total Rehder Ranch Endowment Fund $ 1,668.424

The Ron and Kitty Boeddeker Peaks to Plains Conservation and Restoration Fund (the
Boeddeker Fund) was established in 2014 with a donor restricted contribution of $250,000.
The purpose of the Fund is to assist ranch families in placing conservation easements on their
property. Contributions to and earnings on the Boeddeker Fund are recorded as increases in
net assets with donor restrictions until appropriated by the Board of Directors for expenditure.
The Land Trust is required to replenish the Fund through mitigation payments and additional
charitable contributions, with the understanding that the Fund balance will be at least
$100,000 at the end of each year.

Following are the changes in endowment net assets for the year ended June 30, 2020:

Endowment net assets, July 1, 2019 $ 4,557,603
Contributions from Yampa Valley Land Trust, Inc. 2,904,060
Investment return 87,467
Contributions to endowment 238,667
Appropriated for expenditure (258.659)
Endowment net assets, June 30, 2020 $ 7,529,138

Return Objectives, Strategies, and Risk Parameters

The Land Trust 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. Accordingly, the investment process seeks to
achieve an after-cost total real rate of return, including investment income as well as capital
appreciation, which exceeds the annual distribution with acceptable levels of risk.
Endowment assets are invested in a well-diversified asset mix, which includes equity and debt
securities, that is intended to result in a consistent inflation-protected rate of return that has
sufficient liquidity to make an annual distribution while growing the funds. The Land Trust
expects its endowment assets to produce an average rate of return sufficient to meet the
distribution policies of the endowment funds. 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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Distribution Policies and How the Investment Objectives Relate to the Policies

The Land Trust adopted a policy that provides for distributions from the Stewardship
Endowment Fund upon approval by the Board of Directors and is limited to less than 6% of
asset values as determined on a rolling three-year average. In order to maximize investment
return, no more than 50% of the approved distribution may be transferred during a single
month. In establishing this policy, the Land Trust considered the long-term expected return on
its investment assets, the nature and duration of the endowment fund, and the possible effect
of inflation. The Land Trust expects the current distribution policy to grow its endowment
funds at a rate consistent with the objectives of maintaining the purchasing power of the
endowment assets as well as providing additional real growth through new gifts and
investment returns, while minimizing risk. During the year ended June 30, 2020, distributions
totaling $122,177 were made from the fund.

The Land Trust adopted a policy that provides for distributions from the Operating
Endowment Fund upon approval by the Board of Directors and within the range of 4-6% of
asset values as determined on a rolling three-year average. During the year ended June 30,
2020, the Board of Directors approved a distribution rate of 6%. Accordingly, withdrawals of
$67,000 were made to fund operations.

Distributions are made from the Conservation Endowment Fund upon approval of the Board
of Directors. No distributions were made from the Conservation Endowment Fund during the
year ended June 30, 2020.

The donor agreement for the Ron and Kitty Boeddeker Peaks to Plains Conservation and
Restoration Fund allows the spending of principal and earnings for the specified uses of the
Fund. During the year ended June 30, 2020, withdrawals totaling $12,000 were made to fund
northwestern Colorado conservation efforts.

Withdrawals are made from the investments held as part of the Rehder Ranch Endowment
Fund when needed to provide for the maintenance and upkeep of the ranch. During the year
ended June 30, 2020, these withdrawals totaled $57,482.

Employee Benefit Plan

The Land Trust maintains a tax deferred annuity plan qualified under Section 403(b) of the
Internal Revenue Code. The plan covers all employees of the Land Trust. Employees may
make contributions to the Plan up to the maximum amount allowed by the Internal Revenue
Code. The employer makes matching contributions of 1% of participating employees’
salaries. Employer contributions to the Plan were $4,796 for the year ended June 30, 2020.
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Related Party Transactions

Due to the nature of the entity, the Land Trust may purchase and hold conservation easements
on land owned by related parties, or receive donations of conservation easements from related
parties. The Land Trust has a conflict of interest policy in place which requires full disclosure
to the Board of Directors prior to executing transactions with related parties. Related parties
are required to refrain from any discussion and decision making regarding these transactions.

Donation of Yampa Valley Land Trust, Inc.

On October 1, 2019, Yampa Valley Land Trust, LLC. (the LLC) acquired Yampa Valley Land
Trust, Inc., a Colorado nonprofit corporation, exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code. The purpose of the acquisition was to: (1) create
greater conservation efficiencies in northwest Colorado; (2) expand the Land Trust’s
conservation services to serve the broad needs of the local community and agricultural
producers of Routt County and northwest Colorado; and, (3) provide stable and long-term
governance and leadership for conservation in Routt County and northwest Colorado.

Under the agreement, Yampa Valley Land Trust, Inc. ceased to exist. The LLC, of which the
Land Trust is the sole member, became the surviving entity and received all of the assets and
assumed all of the obligations of Yampa Valley Land Trust, Inc. No cash was paid to acquire
the entity. In accordance with Generally Accepted Accounting Principles, the transaction was
accounted for as an acquisition and the following assets were recognized at fair value:

Cash and investments $ 3,019,833
Land 500,000
Buildings and improvements 120,000
Other assets and liabilities 8.078

Total assets acquired and liabilities assumed $ 3,647911

There were no significant liabilities or obligations assumed by the Land Trust as a result of the
transaction. The Land Trust will continue to acknowledge any donor restrictions on the assets
acquired during the transaction, some of which consist of endowed assets which are more fully
described in note 9. The excess of assets acquired over liabilities assumed of $3,647,911 has
been recognized as a contribution in the statement of activities. The assets acquired are
classified as net assets without donor restrictions and net assets with donor restrictions totaling
$323,547 and $3,324,364, respectively.
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