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Fiorita Kornhaas & Company, PC

Certified Public Accountants and Advisors

For personal and corporate growth

| INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Steep Rock Association, Inc.
Washington, Connecticut

We have audited the accompanying financial statements of Steep Rock Association, Inc. (a nonprofit
organization), which comprise the statement of financial position as of September 30, 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.

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.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of Steep Rock Association, Inc. as of September 30, 2019, 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.
146 Deer Hill Avenue 900 Main St. South, Bldg.1, Ste. 104
Danbury « CT 06810-7727 Southbury « CT 06488-2278
(203) 790-1040 (203) 267-1040
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Report on Summarized Comparative Information

We have previously audited the Steep Rock Association, Inc. 2018 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated November 27, 2018. In our
opinion, the summarized comparative information presented herein as of and for the year ended September 30,
2018, is consistent, in all material respects, with the audited financial statements from which it has been derived.

Fuiowhey Ko t Gupy) 1€

Fiorita, Kornhaas & Company, P.C.
Certified Public Accountants
Danbury, Connecticut
January 28, 2020

Fiorita Kornhaas & Company, PC

Certified Public Accountants and Advisors

For personal and corporate growth




STEEP ROCK ASSOCIATION, INC.
STATEMENTS OF FINANCIAL POSITION
AS OF SEPTEMBER 30. 2019 AND 2018

2019 2018
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 874,978 $ 588,727
Auction receivable 2,600 22,300
Prepaid expense 3,140 5,539
Deposits 35,000 200,000
TOTAL CURRENT ASSETS 915,718 816,566
Property and equipment, net 14,624,786 12,366,082
Investments, at fair value 2,779,685 2,676,259
TOTAL ASSETS $ 18,320,189 $ 15,858,907
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 5,626 $ 13,398
Accrued expenses 14,473 10,719
Deferred revenue - 200,000
TOTAL CURRENT LIABILITIES 20,099 224,117
NET ASSETS
Net assets without donor restrictions 17,913,517 15,448,400
Net assets with donor restrictions 386,573 186,390
TOTAL NET ASSETS 18,300,090 15,634,790
TOTAL LIABILITIES AND NET ASSETS $ 18,320,189 $ 15,858,907

See independent auditor's report and accompanying notes.
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REVENUE

Contributions and grants
Other revenue
Investment income, net

TOTAL REVENUE
Net assets released from restrictions

Total revenues and net assets released

EXPENSES
Program services
General and management

Fundraising
TOTAL EXPENSES

Increase in net assets
Net assets, beginning of year

Net assets, end of year

STEEP ROCK ASSOCIATION, INC.
STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED SEPTEMBER 30, 2019 AND 2018
(With Summarized Financial Information for 2018)

Without Donor With Donor TOTALS
Restrictions Restrictions 2019 2018

717,003 $ 2,516,636 3,233,639 § 800,204
5,308 - 5,308 5.803
93,720 - 93,720 153,932
816,031 2,516,636 3,332,667 959,939

2,316,453 (2,316,453) - -
3,132,484 200,183 3,332,667 959,939
458,398 - 458,398 391,033
90,575 - 90,575 81,816
118,394 - 118,394 99,967
667,367 = 667,367 572,816
2,465,117 200,183 2,665,300 387,123
15,448,400 186,390 15,634,790 15,247,667
17,913,517 § 386,573 § 18,300,090 $ 15,634,790

4

See independent auditor's report and accompanying notes.
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STEEP ROCK ASSOCIATION. INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED SEPTEMBER 30. 2019 AND 2018

2019 2018
Cash flows from operating activities
Change in net assets $ 2,665,300 $ 387,123
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation expense 45,827 45,899
Realized gain on sale of investments (3.614) (35,442)
Unrealized gain on investments (43,615) (86,864)
Changes in:
Auction receivable 19,700 (22,300)
Prepaid expenses 2,399 (2,399)
Deposits 165,000 -
Accounts payable (7,772) 1,617
Accrued expenses 3,754 (4,429)
Deferred revenue (200,000) -
Net cash provided by operating activities 2,646,979 283,205
Cash flows from investing activities
Capital expenditures (2,304,531) (160,750)
Net purchases of investments (56,197) (92,461)
Net cash used in investing activities (2,360,728) (253,211)
Net increase in cash and cash equivalents 286,251 29,994
Cash and cash equivalents, beginning of year 588,727 558,733
Cash and cash equivalents, end of year $ 874,978 $ 588,727
Supplemental Disclosures of Cash Flow Information:
Cash activity for the year:
Interest paid $ - 3 -
Income taxes $ - 3 -

See independent auditor's report and accompanying notes.
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STEEP ROCK ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 1: NATURE OF ACTIVITIES
Steep Rock Association, Inc. is a 501(c)(3) not-for-profit corporation organized under the
laws of the State of Connecticut. Its primary mission is to conserve ecologically and
historically significant landscapes in and around Washington, Connecticut and the Shepaug
River Valley and to enhance the community's connection with nature.

The Association is accredited by the Land Trust Alliance and thus follows its standards and
practices.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of Accounting
The accompanying financial statements of the Association have been prepared on the accrual
basis of accounting, in accordance with accounting principles generally accepted in the United
States of America and, accordingly, recognizes revenue when earned and expenses when
incurred and reflects all significant receivables, payables and other liabilities.

(b) Basis of Presentation
The financial statements of the Association have been prepared in accordance with accounting
principles generally accepted in the United States of America (US GAAP) which requires
reporting of information regarding 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 organization. These net assets may be
used at the discretion of management and the board of trustees.

Net assets with donor restrictions

Net assets subject to stipulations imposed by donors. Some donor restrictions are
temporary in nature; those restrictions will be met by actions 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.

Donor restricted contributions are reported as increases in net assets with donor
restrictions. When a restriction expires, the net assets are reclassified from net assets with
donor restrictions to net assets without donor restrictions in the statements of activities.

(¢) Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure 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.
See independent auditor's report.
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STEEP ROCK ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 2:

(d)

(e)

(®

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents

The Association considers all highly liquid investments with a maturity of three months or less to
be cash equivalents. The Association maintains deposits in federally insured institutions which,
at times, can be in excess of the federally insured limit of $250,000. Management believes the
Association is not exposed to significant credit risk due to the financial position of the depository
institutions in which those deposits are held.

Auction Receivable

Auction receivable represents winning bids not yet received as of September 30, 2019 and 2018.
The Association has deemed all amounts collectible, therefore an allowance for uncollectible
accounts has not been established. The Association has no bad debt expense for the years
ended September 30, 2019 and 2018.

Investments

Investments are reported at cost, if purchased, or at fair value, if donated. Thereafter, investments
are reported at their fair values in the statements of financial position, and changes in fair value are
reported as investment return in the statements of activities.

Purchases and sales of securities are reflected on a trade-date basis. Gains and losses on sales of
securities are based on average cost and are recorded in the statement of activities in the period in
which the securities are sold. Interest is recorded when earned. Dividends are accrued as of the
ex-dividend date.

(g) Fair Value

(h)

Fair value is defined as the price that would be received to sell an asset in the principal or most
advantageous market for the asset in an orderly transaction between market participants on the
measurement date. Fair value should be based on the assumptions market participants would use
when pricing an asset. Accounting principals generally accepted in the United States of America
establishes a fair value hierarchy that prioritizes investments based on those assumptions. 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).

Level 1 - quoted prices in active markets for identical assets or liabilities

Level 2 - quoted prices for similar assets and liabilities in active markets or inputs that are

observable
Level 3 - inputs that are unobservable and significant to the fair value measurement

Property and Equipment

Acquisitions of property, equipment, and improvements in excess of $2,500 are capitalized.

Land, land improvements and equipment are recorded at cost if purchased or fair value if donated.
Depreciation is calculated on the straight-line method over the estimated useful lives of the

assets which range from 7 to 30 years.

Expenses for land maintenance and repairs are expensed as incurred.

See independent auditor's report.
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STEEP ROCK ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(i) Conservation Easements

Conservation easements are perpetual agreements between the Association and private landowners
through which the landowners agree to abide by certain restrictions designed to preserve the open
space or conservation value of their land. Conservation easements are real property rights but
possess no market value due to a resale market that is limited to the owner of the fee title of the
restricted property. Because of this limited market and obligations in easement ownership,
conservation easements are not reflected in the accompanying financial statements.

(j) Deferred Revenue
Deferred revenue included contributions received for the purpose of funding the Johnson Farm.

(k) Contributions
Contributions 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.
Contributions that are restricted by the donor are reported as an increase in net assets without donor
restrictions if the restriction expires in the reporting period in which the contribution is recognized.
Other donor restricted contributions are reported as an increase in net assets with donor restrictions.
depending on the nature of restriction. 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 statements of activities as
net assets released from restrictions.

Contributed property and equipment are recorded as fair value at the date of donation.
Contributions with donor-imposed stipulations regarding how long the contributed assets must be
used are recorded as net assets with donor restrictions; otherwise, the contributions are recorded
as net assets without donor restrictions.

(1) Contributed Services
The Association receives a substantial amount of services donated by volunteers. Only contributed
services that create or enhance non-financial assets or require specialize skills that would otherwise
be purchased by the Association are recognized as revenue on the financial statements.

(m) Tax Exempt Status
The Association is currently exempt from federal and state income taxes under section 501(c)(3) of

the Internal Revenue Code. Accordingly, no provision for federal and state income taxes is
presented in these financial statements. The Association has processes presently in place to ensure
the maintenance of its tax-exempt status; to identify and report unrelated income; to determine its
filing and tax obligations in jurisdictions for which it has nexus; and to identify and evaluate other
matters that may be considered tax positions. The Association has determined that there are no
material uncertain tax positions that require recognition or disclosure in the financial statements.

See independent auditor's report.
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STEEP ROCK ASSOCIATION. INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(n) Prior Year Summarized Financial Information
The financial statements include prior year summarized financial information in total but not by
asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with GAAP. Accordingly, such information should be read in conjunction with the
Association's audited financial statements as of the year ended September 30, 2018, from which
the summarized information was derived.

(o) Functional Expenses
The costs of providing program and other activities have been summarized on a functional basis in

' the statements of functional expenses. Accordingly, certain costs have been allocated among
program and supporting services benefited. Such allocations are determined by management on
| an equitable basis.
q

The expenses that are allocated include the following:

Expense Method of Allocation
Payroll, taxes, and benefits Time and effort
Rent for headquarters $13,200 split equally to communications &

outreach, preservation, stewardship, general
and management, and fundraising

Depreciation 97.12% to capital and 2.88% to general and
management

(p) Reclassifications
Certain prior year amounts have been reclassified to conform to the current year presentation.

(q9) New Accounting Pronouncement
On August 18, 2016, FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958) -
Presentation of Financial Statements of Not-for-Profit Entities. The update addresses the
complexity and understandability of net asset classifications, deficiencies in information about
liquidity and availability of resources, and the lack of consistency in the type of information
provided about expenses and investment return. The Association has adjusted the presentation
of these statements accordingly. The ASU has been applied retrospectively to all periods presented

(r) Subsequent Events
Management has evaluated subsequent events through January 28, 2020, the date the financial

statements were available to be issued. Through that date, there were no material events that
would require recognition or additional disclosure in the financial statements.

See independent auditor's report.
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STEEP ROCK ASSOCIATION., INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 3: AVAILABILITY AND LIQUIDITY

The following represents the Association's financial assets as of September 30,:

2019 2018
Cash and cash equivalents $ 874,978 $ 588,727
Investments, at fair value 2,779,685 2,676,259
Total financial assets 3,654,663 3,264,986

Less amounts not available to be used for general expenditures:

Investments designated for long-term use 2,722,129 2,621,498
Net assets with donor restrictions 386,573 186,390
3,108,702 2,807,888

Financial assets available to meet general expenditures
over the next twelve months $ 545,961 $ 457,098

The Association's goal is generally to maintain liquid financial assets to meet at least six months of
operating expenses. The Association prepares an annual budget which is approved by the Board
of Trustees. The budget is based on income projected to be received from the annual appeal.

In addition the investments designated for long-term use could be made available to meet

current operating expenses if needed.

Note 4: PROPERTY AND EQUIPMENT
Property and equipment, net consists of the following at September 30.:

2019 2018
Preservation land $§ 13,748,182 $ 11,449,150
Land improvements 1,078,485 1,078,485
Equipment 129,822 124,323
14,956,489 12,651,958
Less: Accumulated depreciation (331,703) (285,876)

$ 14,624,786 $ 12,366,082

For the years ended September 30, 2019 and 2018, depreciation expense totaled $45,827 and
$45,899, respectively.

See independent auditor's report.
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STEEP ROCK ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 5:

Note 6:

COMMITMENTS

In October 2018 the Association signed an acknowledgement that a group of their trustees have
agreed to purchase property adjacent to their Macricostas Preserve independent of the Association.
The property will be held for the Association, at its option, to purchase at a discounted price.

In January 2019 the Association entered into a contract to purchase property for $700,000.
A deposit of $35,000 was paid. The contract is contingent on the Association obtaining
financing for the purchase which may include public or private funding. In September 2019
the Association was approved to receive a grant of $337,500 towards the purchase. In
January 2020 an additional grant for an amount not to exceed $350,000 was approved.

INVESTMENTS
The following is a summary of investments as of September 30,:

2019 2018
Cash and cash equivalents $ 105,390 $ 63,013
Common stock 929,004 785,909
Fixed Income Mutual Funds 409,410 399,193
Stock Mutual Funds 112,124 129,810
Exchange Traded Funds 1,193,175 1,278,851
Real Estate Investment Trusts 30,582 19,483
Total investments at fair value $ 2,779,685 $ 2,676,259

As of September 30, 2019 and 2018, all investments were considered level 1 investments.

All investment income was classified as without donor restriction on the statement of activities.
The following schedule summarizes investment returns:

2019 2018
Interest and dividends $ 71,425 § 55,971
Realized gain on investments 3,614 35,442
Unrealized gain on investments 43,615 86,864
Investment fees (24,934) (24,345)
$ 93,720 § 153,932

See independent auditor's report.
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STEEP ROCK ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30, 2019

Note 7:

Note 8:

NET ASSETS WITHOUT DONOR RESTRICTIONS
Net assets without donor restriction as of September 30, 2019 and 2018, were available for the
following purposes as approved by the Association's Board of Trustees:

2019 2018
Capital improvements $ 88,000 $ 88,000
Stewardship / legal defense fund 575,300 575,300
Undesignated long-term purposes 2,058,829 1,958,198
Board designated net assets 2,722,129 2,621,498
Invested in property and equipment 14,624,786 12,366,082
Available for operations 566,602 460,820

$ 17,913,517 § 15,448,400

The stewardship / legal defense fund includes donations received from the donors of new
easements, based on the number of acres in the easement and a board approved formula. The
funds are to be used to off-set monitoring costs and legal expenses associated with maintaining
and/or defending conservation easements held in perpetuity by the Association.

NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions as of September 30, 2019 and 2018, were available for the
following purposes:

2019 2018

To be released for specific purpose

Bronson Fields improvements $ 27,094 § 27,094
Camp house siding 50,000 50,000
Dyer fund capital improvements 6,968 6,968
Hillside Farm purchase 200,300 -
Internships - 1,000
Judea Garden 97,361 101,328
Project to protect heron rookery 4,850

$ 386,573 $ 186,390

The Bronson Fields improvements relate to funding remaining from the purchase of approximately
68.9 acres of prime farmland and forest, now called "Bronson Fields". The purchase was funded
in prior fiscal years by various sources including private contributions and grants. The remaining
funding is designated for future capital improvements on the property.

In prior fiscal years, the Association received contributions in the memory of Elisha Dyer. The
remaining funds are designated for capital projects.

The Judea Garden contributions have been restricted to be used to support the Judea Garden.

See independent auditor's report.
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STEEP ROCK ASSOCIATION, INC.

NOTES TO THE FINANCIAL STATEMENTS SEPTEMBER 30. 2019

Note 9:

Note 10:

Note 11:

PENSION PLAN

The Association is the sponsor of a defined contribution pension plan. Employees earning over
$5,000 in compensation with one year of service are eligible to participate. Eligible employees
can contribute a percentage of their compensation, not to exceed the annual limit set by the
Internal Revenue Code. The Association makes matching contributions of 100% of the
employees' contribution, not to exceed 3% of compensation. Pension expense for the years ending
September 31, 2019 and 2018 was $2,958 and $3,650, respectively.

LEASE COMMITMENTS

The Association leases office space from a member of its Board of Trustees. The current lease
expired June 30, 2019, and has been running month to month. The lease requires monthly rental
payments of $1,100. Lease payments for the years ended September 30, 2019 and 2018 were
$13,200 each year.

The Association leases a storage barn. The lease is currently on a month to month basis. Lease
payments of the years ended September 30, 2019 and 2018 were $2,750 and $3,125, respectively.

The Association, as lessor, also has an agricultural lease allowing for farming of preservation land
owned by the Association for $1 per year.

In October 2017 the Association entered into a lease for office equipment. The lease expires
September 2021. Lease payments for the year ended September 30, 2019 were $2,747.

Future minimum lease payments are as follows:

2020 $ 1.416
2021 1.416
Total $ 2,832

RELATED PARTY TRANSACTIONS
The following related party transactions were noted between the Association and companies where
board members have an ownership interest:

2019 2018
Office rental payments $ 13,200 $ 13,200
Bookkeeping services 5,850 5,105
Architectural services 5,610 -

The Association has also reimbursed a group of Trustees for the carrying costs of the property
in Note 5 in the amount of $5,000 during the year ended September 30, 2019.

See independent auditor's report.
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