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@ MOSSADAMS

Report of Independent Auditors

The Board of Directors
The Freshwater Trust

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of The Freshwater Trust (the Organization), which comprise
the statements of financial position as of December 31, 2022 and 2021, and the related statements of
activities, functional expenses, and cash flows for the years then ended, and the related notes to the
financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of The Freshwater Trust as of December 31, 2022 and 2021, and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in Government
Auditing Standards (Government Auditing Standards), issued by the Comptroller General of the
United States. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter — Change in Accounting Principle

As discussed in Note 12 to the financial statements, in 2022, The Freshwater Trust adopted new
accounting guidance, Accounting Standards Codification Topic 842, Leases. Our opinion is not
modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about The Freshwater
Trust’s ability to continue as a going concern for one year after the date that the financial statements
are available to be issued.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we
Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

Obtain an understanding of internal control relevant to the audit 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 Organization’s internal control. Accordingly, no such opinion is
expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings and certain internal
control-related matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of expenditures of federal awards as required by Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles
and Audit Requirements for Federal Awards, is presented for purposes of additional analysis and is
not a required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material
respects, in relation to the financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 22,
2023 on our consideration of The Freshwater Trust's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of the Organization's internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization's internal control over financial
reporting and compliance.

Mf%ﬂ*@wzﬂp

Portland, Oregon
June 22, 2023
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The Freshwater Trust
Statements of Financial Position
December 31, 2022 and 2021

CURRENT ASSETS
Cash and cash equivalents
Restricted reserve account

reserve

Grants and fees receivable

Pledges receivable, net, current portion
Prepaid expenses and other assets

Deposits

Total current assets

PROPERTY AND EQUIPMENT

Furniture and fixtures
Equipment
Leasehold improvements

Less accumulated depreciation

Net property and equipment

LONG-TERM ASSETS

Beneficial interest held by others
Pledges receivable, net, long-term portion

StreamBank software, net

Projects in process - intangible assets
Right of use assets - operating

Water rights interest

2022 2021
ASSETS
$ 2,669,164 $ 4,465,475
202,685 202,174
Total cash and cash equivalents and restricted

2,871,849 4,667,649
1,397,427 772,555
448,207 357,617
82,687 32,753
38,739 38,739
4,838,909 5,869,313
93,483 93,483
165,165 126,129
383,405 390,905
(473,833) (408,091)
168,220 202,426
158,361 184,526
218,479 322,397
179,536 310,608
579,127 87,661
1,309,372 -
226,909 226,909

$ 7,678,913 $ 7,203,840

Total assets

See accompanying notes.
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The Freshwater Trust
Statements of Financial Position
December 31, 2022 and 2021

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Accrued interest
Payroll liabilities
Current portion of operating lease liabilities
Current portion of PRI loan payable

Total current liabilities

LONG-TERM LIABILITIES
Deferred rent
Deferred revenue
Operating lease liabilities, net of current portion
Loan payable
PRI loan payable, net of current portion

Total liabilities
NET ASSETS
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See accompanying notes.

2022 2021
292,317 $ 190,409
44,292 -
8,541 8,835
157,483 172,594
385,120 -
- 1,000,000
887,753 1,371,838
- 154,361
2,910,995 2,442,839
1,104,107 -
1,900,000 -
- 900,000
6,802,855 4,869,038
392,780 1,784,990
483,278 549,812
876,058 2,334,802
7,678,913 $ 7,203,840
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The Freshwater Trust
Statement of Activities
Year Ended December 31, 2022

Without
Donor With Donor
Restrictions Restrictions Total
REVENUES, GAINS, AND LOSSES
Grants and contributions $ 108,614 $ 1,772,454 $ 1,881,068
Individual giving 329,339 1,282,029 1,611,368
Water Quality Trading income 3,603,555 - 3,603,555
Special events income 716,164 - 716,164
Contributed nonfinancial assets 188,563 367,645 556,208
Investment return, net 2,066 (16,924) (14,858)
Loss on disposal of property and equipment (258) - (258)
Total revenues, gains, and losses 4,948,043 3,405,204 8,353,247
NET ASSETS RELEASED FROM
RESTRICTIONS 3,471,738 (3,471,738) -
Total revenues, gains, losses, and
net assets released from restrictions 8,419,781 (66,534) 8,353,247
EXPENSES
Program services 6,568,441 - 6,568,441
Special events 484,657 - 484,657
Development expenses 966,350 - 966,350
General and administrative 1,792,543 - 1,792,543
Total expenses 9,811,991 - 9,811,991
CHANGE IN NET ASSETS (1,392,210) (66,534) (1,458,744)
NET ASSETS, beginning of year 1,784,990 549,812 2,334,802
NET ASSETS, end of year $ 392,780 $ 483,278 $ 876,058

See accompanying notes.

7



The Freshwater Trust

Statement of Activities
Year Ended December 31, 2021

REVENUES, GAINS, AND OTHER SUPPORT
Grants and contributions
Individual giving
Water Quality Trading income
Special events income
Contributed nonfinancial assets
Investment return, net
General and administrative

Total revenues, gains, and other support

NET ASSETS RELEASED FROM
RESTRICTIONS

Total revenues, gains, other support, and
net assets released from restrictions

EXPENSES
Program services
Special events
Development expenses
General and administrative
Total expenses
CHANGE IN NET ASSETS
NET ASSETS (DEFICIT), beginning of year

NET ASSETS, end of year

Without
Donor With Donor
Restrictions Restrictions Total
$ 256,213 $ 4,441,083 $ 4,697,296
2,587,773 680,014 3,267,787
3,638,439 - 3,638,439
551,086 - 551,086
156,473 391,880 548,353
9,780 28,165 37,945
35,115 - 35,115
7,234,879 5,541,142 12,776,021
5,496,192 (5,496,192) -
12,731,071 44,950 12,776,021
6,876,769 - 6,876,769
548,305 - 548,305
817,621 - 817,621
1,502,595 - 1,502,595
9,745,290 - 9,745,290
2,985,781 44,950 3,030,731
(1,200,791) 504,862 (695,929)
$ 1,784,990 $ 549,812 $ 2,334,802

See accompanying notes.
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The Freshwater Trust

Statement of Functional Expenses
Year Ended December 31, 2022

Payroll and related costs
Advertising and promotion
Special events expenses
Contracted services

Bank charges

Dues and subscriptions
Meetings and education
Insurance

Interest

Licenses, taxes, and fees
Supplies

Gifts and promotion
Telephone

Postage and shipping
Professional services

Printing and publishing
Business development and prospecting
Travel

Equipment and maintenance
Lease expenses - Equipment
Lease expenses - Occupancy
Lease expenses - Land
Depreciation and amortization
In-kind donations

Bad debt expense

Water acquisition fees and lease payments

Total expenses

Supporting Services

Program Special General and Total

Services Events Development Administration Expenses
$ 3,294,354 $ 55,929 $ 601,474 $ 1,053,642 $ 5,005,399
65,459 - 59,037 22,772 147,268
67 308,518 - 2,335 310,920
1,866,053 - - 48,768 1,914,821
376 3,070 4,372 5,220 13,038
3,826 - - 3,089 6,915
9,074 - - 19,173 28,247
- - - 54,222 54,222
- - - 47,931 47,931
2,800 - 1,982 2,316 7,098
96,630 - 110 17,759 114,499
114 50 8,478 7,698 16,340
- - 46 26,244 26,290
479 - 242 5,220 5,941
285,961 - 129,750 170,705 586,416
1,064 - 17,496 640 19,200
41,436 733 60,279 37,948 140,396
62,075 44 579 6,643 69,341
28,388 - 5,705 60,197 94,290
- - - 21,586 21,586
158,904 - - 158,904 317,808
37,202 - - - 37,202
201,421 - - 6,230 207,651
373,419 116,313 53,175 13,301 556,208
- - 23,625 - 23,625
39,339 - - - 39,339
$ 6,568,441 $ 484,657 $ 966,350 $ 1,792,543 $ 9,811,991

See accompanying notes.
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The Freshwater Trust
Statement of Functional Expenses
Year Ended December 31, 2021

Payroll and related costs
Advertising and promotion
Special events expenses
Contracted services
Bank charges

Dues and subscriptions
Meetings and education
Insurance

Interest

Licenses, taxes, and fees
Supplies

Gifts and promotion
Telephone

Postage and shipping
Professional services
Printing and publishing

Business development and prospecting

Travel

Equipment and maintenance

Occupancy

Depreciation and amortization

In-kind donations

Water acquisition fees and lease payments

Total expenses

Supporting Services

Program Special General and Total

Services Events Development Administration Expenses
$ 2,881,280 $ 85,410 $ 492,965 $ 911,031 $ 4,370,686
235 - 37,132 38,788 76,155
- 346,036 - - 346,036
2,963,922 - - 37,506 3,001,428
214 543 2,860 5,453 9,070
285 - 263 15,770 16,318
1,150 - - 1,412 2,562
600 - - 60,981 61,581
- - 2,386 18,857 21,243
5,149 - 362 1,635 7,146
86,523 - 115 12,426 99,064
- - 467 7,001 7,468
97 - - 23,271 23,368
412 - 820 3,077 4,309
87,750 - 216,850 95,850 400,450
127 - 1,633 1,070 2,830
4,579 3 29,431 25,868 59,881
25,854 - 1,699 27,553
14,410 - 9,036 54,568 78,014
163,015 - - 163,015 326,030
208,800 - - 6,458 215,258
391,880 116,313 23,301 16,859 548,353
40,487 - - - 40,487
$ 6,876,769 $ 548,305 $ 817,621 $ 1,502,595 $ 9,745,290

See accompanying notes.
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The Freshwater Trust
Statements of Cash Flows

Years Ended December 31, 2022 and 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ (1,458,744) $ 3,030,731
Adjustments to reconcile change in net assets to net cash
cash (used in) provided by operating activities
Depreciation and amortization 207,651 215,258
Loss on sale of property and equipment 258 860
Allowance for pledges receivable 18,625 -
Change in discount for pledges receivable 17,971 -
Net unrealized and realized losses (gains) on investments 19,911 (34,620)
Non-cash lease costs 179,855 -
Changes in assets and liabilities
Grants and fees receivable (624,872) 18,093
Pledges receivable (23,268) (680,014)
Prepaid expenses and other assets (49,934) 124,358
Deposits - (6,270)
Accounts payable 101,908 106,973
Accrued expenses 44,292 -
Accrued interest (294) (4,582)
Payroll liabilities (15,111) (20,523)
Deferred rent (154,361) (33,999)
Deferred revenue 468,156 (342,884)
Net cash (used in) provided by operating activities (1,267,957) 2,373,381
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment and projects in process (534,097) (106,463)
Proceeds from investments 6,254 7,821
Net cash (used) provided by investing activities (527,843) (98,642)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loan payable 1,900,000 -
Payments on PRI loan payable (1,900,000) (650,000)
Net cash used by financing activities - (650,000)
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
AND RESTRICTED RESERVE (1,795,800) 1,624,739
CASH AND CASH EQUIVALENTS AND RESTRICTED
RESERVE, beginning of year 4,667,649 3,042,910
CASH AND CASH EQUIVALENTS AND RESTRICTED
RESERVE, end of year $ 2,871,849 $ 4,667,649
SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION
Cash paid for loan interest $ 45,146 $ 25,825
Right-of-use assets obtained in exchange for lease liabilities $ 1,489,227 $ -

See accompanying notes.
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The Freshwater Trust
Notes to Financial Statements

Note 1 — Organization

The Freshwater Trust (the Organization) is a 501(c)(3) not-for-profit organization that preserves and
restores freshwater ecosystems. The Freshwater Trust uses cooperative, market-based solutions that
benefit rivers, working lands and local communities — from working with landowners to keep more water in
streams to streamlining restoration processes to achieve greater pace and scale to improving aquatic
habitat using a localized approach.

During the years ended December 31, 2022 and 2021, the Organization incurred program expenses in
the following major categories:

Water Quality Trading — The Freshwater Trust's water quality trading program allows for regulated entities
to achieve regulatory compliance by funding restoration actions. By calculating and quantifying how much
thermal energy is avoided on a river by planting streamside trees, the Organization generates credits that
are then purchased by wastewater facilities and power plants to offset their impacts to impaired rivers and
streams. The work is done in partnership with regulated agencies, irrigators, regulators and farmers. This
program can include restoration actions that generate not only temperature credits, but also credits
generated from reductions of other pollutants, such as nutrients.

Flow — The Freshwater Trust restores stream flows by working collaboratively with willing landowners.
The Organization uses a variety of cooperative solutions, including financial compensation, technical
assistance and expert advice to keep more water in streams and rivers.

Habitat — The Freshwater Trust actively restores aquatic habitat in the Western United States through its
Habitat Restoration program. From placing logs instream to create river complexity and planting trees to
stabilize streambanks and provide shade to lower water temperature, the Organization advances science-
based, ecologically-sound restoration projects to restore habitat function critical to salmon productivity.

Watershed Analytics and Solutions — Making sense of widely available, but largely “unseen” data, The
Freshwater Trust is able to drive landscape-level change on the conservation landscape. Specifically, the
Organization uses data to identify and illustrate the specific action or actions necessary to change the
trajectory of a watershed’s current condition; uses that insight to drive the policy changes, funders, and
social buy-in necessary to understand and implement that optimal pathway; and then develop the
operational/supply chain capacity and innovative conservation financing approaches necessary to deploy
those solutions.

Note 2 — Summary of Significant Accounting Policies

Basis of accounting — The financial statements have been prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America (GAAP).

Basis of presentation — Net assets and all balances and transactions are presented based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Organization 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.

12



The Freshwater Trust
Notes to Financial Statements

Net assets with donor restrictions — Net assets subject to stipulations imposed by donors and grantors
that may or will be met, either by actions of the Organization or the passage of time. When a restriction is
met, 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. Also included in this
classification are net assets subject to donor-imposed stipulations which must be maintained in perpetuity
by the Organization. Generally, the donors of these assets permit the use of all or part of the income
earned on any related investments for general or specific purposes.

Adoption of new accounting standards — Effective January 1, 2022, the Organization changed its
method of accounting for leases on a prospective basis as a result of the Organization’s adoption of
FASB Accounting Standards Codification Topic 842, Leases (ASC 842), under the modified retrospective
approach, applying the standard to the beginning of the period of adoption. Results for reporting periods
beginning on or after January 1, 2022 are presented under ASC 842, while prior period amounts are not
adjusted and continue to be reported in accordance with the historic accounting under ASC 840. The
cumulative-effect adjustment recognized within net assets was zero.

In September 2020, the Financial Accounting Standards Board (FASB) issued ASU 2020-07,
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. The standard
requires nonprofits to expand their financial statement presentation and disclosure of contributed
nonfinancial assets, including in-kind contributions. The standard includes disclosure of information on an
entity’s policies on contributed nonfinancial assets about monetization and utilization during the reporting
period, information on donor-imposed restrictions, and valuation techniques. The new standard, as
amended, is to be applied retrospectively, to annual reporting periods beginning after June 15, 2021, and
interim periods within annual reporting periods beginning after June 15, 2022. The standard did not have
a material impact on the financial statements. The Organization has updated disclosures as necessary;
see Note 13.

Cash equivalents — For financial statement purposes, the Organization considers all liquid investments
having initial maturities of three months or less to be cash equivalents.

Concentration of credit risk — As of December 31, 2022, the Organization’s cash and cash equivalents
were maintained with one financial institution in the United States, and the Organization’s current deposits
are in excess of federal insured limits. On March 10, 2023, Silicon Valley Bank was closed by the
California Department of Financial Protection and Innovation, which appointed the FDIC as receiver.
Although the Organization was not directly impacted by this closure, if the financial institution with whom
the Organization does business were to be placed into receivership, the Organization may be unable to
access the cash the Organization has on deposit with such institutions. If the Organization is unable to
access cash and cash equivalents as needed, the Organization’s financial position and ability to operate
the Organization’s business may be adversely affected.

Restricted reserve account — Restricted reserve funds include amounts restricted for future stewardship
costs by the U.S. Forest Service (USFS). The balance in the reserve account at December 31, 2022 and
2021 was $202,685 and $202,174, respectively.
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The Freshwater Trust
Notes to Financial Statements

Grants and fees receivable — Grants and fees receivable are unsecured and reported at the amount
management expects to collect on balances outstanding at year-end. Management’s policy regarding
write-offs of receivable balances is to review historical payments and subsequent collections in order to
determine if an allowance is necessary. Based on an assessment of the credit history with those having
outstanding balances and current relationships with them, management has concluded that realization
losses on balances outstanding at year-end will be insignificant, and thus no allowance has been
recorded at December 31, 2022 or 2021.

Pledges receivable — Pledges are considered unconditional commitments of the donors. Accordingly,
recognition of those contributions is recognized when the pledge is made. Management’s policy regarding
write-offs of receivable balances is to review historical payments and subsequent collections in order to
determine if an allowance is necessary. The allowance for doubtful accounts is estimated by evaluating
the credit worthiness of those from whom amounts are due as well as current economic trends. Based on
management’s analysis, an allowance of $18,625 was recorded at December 31, 2022. No allowance
was recorded at December 31, 2021.

Property and equipment — Purchased property and equipment is recorded at its cost of acquisition.
Donated property and equipment is recorded at its estimated fair value on the date of donation. Property
and equipment additions in excess of $500 are capitalized. Depreciation is provided on a straight-line
basis over the estimated useful lives of 3 to 10 years. Depreciation of property and equipment for the
years ended December 31, 2022 and 2021 was $76,579 and $90,671, respectively.

Investments and investment return — Investments in securities with readily determinable fair values are
measured at fair value in the statements of financial position. Investment return includes realized and
unrealized gains and losses, interest, and dividends, net of investment expenses, and are reported as an
increase or decrease to the appropriate net asset category.

StreamBank software development costs and projects in process — intangible assets — Costs to
develop software programs to be used solely for internal needs have been accounted for in accordance
with the provisions of FASB Accounting Standards Codification (ASC) No. 350-40, Internal-Use Software.
Costs incurred during the application development stage for software programs to be used solely for
internal needs are capitalized and will be amortized over their useful life once the software is substantially
complete and ready for its intended use. Capitalized software is amortized over 5 to 10 years. Costs
capitalized to StreamBank software at each of the years ended December 31 2022 and 2021 totaled
$1,185,282. Accumulated amortization totaled $1,005,746 and $874,674, respectively, as of

December 31, 2022 and 2021. Amortization expense for the years ended December 31, 2022 and 2021
was $131,072 and $124,587, respectively. Projects in process at December 31, 2022 and 2021 related to
software development totaled $579,127 and $87,661 at December 31, 2022 and 2021, respectively.
Amortization expense is expected to approximate $130,000 for the next five years.
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The Freshwater Trust
Notes to Financial Statements

Leases — The Organization determines if an arrangement is a lease, or contains a lease, at the inception
of the arrangement and reassesses that conclusion, if the arrangement is modified. When the
Organization determines the arrangement is a lease, or contains a lease, at lease inception, a
determination is made as to whether the lease is an operating lease or a finance lease. Operating and
finance leases result in the Organization recording a right-of-use (“ROU”) asset and lease liability on its
statement of financial position. ROU assets represent the Organization’s right to use an underlying asset
for the lease term and lease liabilities represent its obligation to make lease payments arising from the
lease. Operating and finance lease ROU assets and liabilities are initially recognized based on the
present value of lease payments over the lease term. In determining the present value of lease payments,
the Organization uses the implicit interest rate in the lease, if readily determinable, or when the implicit
interest rate is not readily determinable, the Organization has elected the practical expedient that permits
use of a risk-free discount rate, determined using a period comparable with that of the lease term. Rent
expense from operating leases is recognized on a straight-line basis over the term of the leases. For
finance leases, interest expense is recognized, using the effective interest-rate method over the term of
the leases, and ROU assets are depreciated on a straight-line basis over the term of the leases.

The Organization also elected the following practical expedients:

e Practical expedient on not separating lease components from nonlease components for classes of
underlying assets. This was elected for the Organization’s real estate leases.

o Package of practical expedients, which must be elected as a package, to leases that commenced
before January 1, 2022, which permit an entity to (1) not reassess whether any expired or existing
contracts are or contain leases (2) not reassess the lease classification and (3) reassess initial
direct costs.

e Practical expedient to not recognize ROU assets and lease liabilities that arise from short-term (12
months or less) leases for any class of underlying asset.

In periods prior to January 1, 2022, the Organization recognized rent expense on a straight-line basis but
did not recognize ROU assets and lease liabilities for its operating leases. The difference between the
occupancy expense and rent paid was recorded as a deferred rent liability on the statements of financial
position as of December 31, 2021.

Income taxes — The Organization is exempt from federal and state income tax under Section 501(c)(3) of
the Internal Revenue Code. No provision for income taxes has been made in the accompanying
statements.

The Organization recognizes the tax benefit from uncertain tax positions only if it is more likely than not
that the tax positions will be sustained on examination by the tax authorities, based on the technical
merits of the position. The tax benefit is measured based on the largest benefit that has a greater than
50% likelihood of being realized upon ultimate settlement. The Organization recognizes interest and
penalties related to income tax matters, if any, in licenses, taxes, and fees expense.

The Organization had no unrecognized tax benefits at December 31, 2022 or 2021. The Organization
files an exempt organization return in the U.S. federal jurisdiction and applicable unrelated business
income tax returns for U.S. federal and Oregon purposes.
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The Freshwater Trust
Notes to Financial Statements

Revenue and revenue recognition — The Organization recognizes contributions when cash, securities
or other assets, an unconditional promise to give, or a notification of a beneficial interest is received.
Conditional promises to give — that is, those with a measurable performance or other barrier and a right of
return — are not recognized until the conditions on which they depend have been met.

A portion of the Organization’s revenue is derived from cost-reimbursable federal and state contracts and
grants, which are conditioned upon certain performance requirements and/or the incurrence of allowable
qualifying expenses. Amounts received are recognized as revenue when the Organization has incurred
expenditures in compliance with specific contract or grant provisions. Amounts received prior to incurring
qualifying expenditures are reported as refundable advances in the statements of financial position. The
Organization had not received any cost-reimbursable grants that have not been recognized at

December 31, 2022 or 2021 because qualifying expenditures have not yet been incurred.

Paycheck Protection Program revenue recognition — During 2021, the Organization received a loan
under the Small Business Association's (SBA) Paycheck Protection Program from Beneficial State Bank
in the amount of $733,733. It was the Organization's policy to account for this funding as a conditional
contribution in accordance with ASU 2018-08, Clarifying the Scope and Accounting Guidance for
Contributions Received and Contributions Made. Upon receipt, the cash inflow was recorded as a
refundable advance. This refundable advance was reduced as the barriers were overcome and the
Organization was entitled to the assets and the conditions of release had been substantially met or
explicitly waived. Management determined the barriers had been overcome when expenses were
incurred. As of December 31, 2021, the Organization had recorded the full amount as grants and
contributions on the statements of activities totaling $733,733. In February 2022, the Organization
received notification from the SBA that the Organization’s loan in the amount of $733,733 had been fully
forgiven.

Functional allocation of expenses — The costs of providing program and other activities have been
summarized on a functional basis in the accompanying statements of functional expenses. Accordingly,
certain costs have been allocated among the program and supporting services benefited. Such
allocations are determined by management on a reasonable basis that is consistently applied on the
basis of estimates of time and effort for all categories other than occupancy which is allocated on the
basis of estimates of space, time, and effort.

Use of estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires that management make estimates and
assumptions that affect the reported amounts of assets and liabilities, the 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.

Subsequent events — Subsequent events are events or transactions that occur after the statement of
financial position date but before the financial statements are available to be issued. The Organization
recognizes in the financial statements, the effects of all subsequent events that provide additional
evidence about conditions that existed at the date of the statement of financial position, including the
estimates inherent in the process of preparing the financial statements. The Organization’s financial
statements do not recognize subsequent events that provide evidence about conditions that did not exist
at the date of the statement of financial position but arose after the statement of financial position and
before the financial statements are available to be issued.
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The Organization has evaluated subsequent events through June 22, 2023, which is the date the financial
statements were available to be issued.

Note 3 — Liquidity and Availability
Financial assets and liquid resources available for general expenditure, that is, without donor or other

restrictions limiting their use, within one year of the statement of financial position date, comprise the
following for the years ended December 31:

2022 2021
Financial assets at year-end

Cash and cash equivalents $ 2,669,164 $ 4,465,475
Restricted reserve account 202,685 202,174
Grants and fees receivable 1,397,427 772,555
Pledges receivable, current portion 448,207 357,617
Beneficial interest held by others 158,361 184,526
Total financial assets 4,875,844 5,982,347

Less amounts not available to be used within one year
Restricted reserve account 202,685 202,174
Beneficial interest held by others 158,361 184,526
Net assets with donor restrictions 372,079 416,373
733,125 803,073

Financial assets available to meet general expenditures

over the next twelve months $ 4,142,719 $ 5,179,274

Additionally, the Organization has an operating line of credit totaling $1,000,000 at December 31, 2022
and 2021, respectively. While this line could be made available for general expenditures, the Board
placed certain restrictions on the use of the line of credit to comply with PRI loan covenants as described
in the PRI loan agreement. The PRI loan was paid off in 2022; however, the Board restriction on the
Organization’s use of the line of credit remains in place. The Organization has a policy to structure its
financial assets to be available as its general expenditures, liabilities, and other obligations come due.

Note 4 — Revenue and Revenue Recognition

Revenue recognition — In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with
Customers (Topic 606). The ASU and all subsequently issued clarifying ASUs replaced most existing
revenue recognition guidance in U.S. GAAP. The ASU also required expanded disclosures relating to the
nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts with customers.
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To determine revenue recognition for contracts with customers, the Organization performs the following
five steps:

¢ Identify the contract with the customer

¢ Identify the performance obligations in the contract

o Determine the transaction price

o Allocate the transaction price to the performance obligations in the contract

e Recognize revenue when the Organization satisfies a performance obligation

The Organization has utilized the portfolio approach practical expedient per Topic 606-10-10-4, which
allows the application of Topic 606 to a portfolio of contracts with similar characteristics provided the
accounting does not differ materially to application of Topic 606 to the individual contract.

The Organization’s revenues under the scope of Topic 606 primarily related to: (1) Water Quality Trading
(WQT) contracts with future stewardship and (2) WQT contracts without future stewardship.

WQT contracts with future stewardship — WQT contracts with future stewardship commitments are
bundled arrangements that include program set up and implementation (implementation) as well as
stewardship (stewardship) expenses. Stewardship includes monitoring and maintenance, ongoing
verifications, and other services necessary to meet the thermal credit verification during the period under
contract.

WQT contracts with future stewardship obligations include service warranties related to the stewardship
obligations that have been included and recognized as a separate performance obligation. The
Organization concluded these warranties were service type warranties given that the customer contracts
require the Organization to complete additional services, including monitoring and maintenance, ongoing
verifications, and other stewardship activities necessary to ensure project benefits accrue and are
protected over time.

Revenue is allocated to implementation and stewardship performance obligations based on stand-alone
selling prices, which were determined based on the prices used to generate credit calculations.

As the Organization performs implementation and stewardship obligations, the Organization recognizes
the revenues as those services are completed. The total of recognized revenue is estimated based on
ongoing stewardship requirements per the related contracts. The Organization has concluded that the
customer simultaneously receives and consumes the benefit of these completed services.

WQT contracts without future stewardship — The Organization also enters into contracts with
customers where future stewardship expenses are not bundled into an upfront purchase price. These
contracts operate like a professional services agreement. Based on the nature of the professional
services provided, the Organization has concluded that the customer simultaneously receives and
consumes the benefit as the Organization performs the services, and thus the service revenues are
recognized as the service is performed.

Amounts that have been charged to the customer are recorded in grants and fees receivable and in
deferred revenue or revenue, depending on whether the revenue recognition criteria have been met.
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WQT contracts with future stewardship commitments bundle payment for implementation and future
stewardship into a credit price that is paid upon verification that the site has been implemented consistent
with performance standards. WQT contracts without future stewardship commitments are generally billed
based on services completed, expenses incurred, or hours worked. In instances where the timing of
revenue recognition differs from the timing of invoicing, the Organization has determined contracts do not
include a significant financing component. The primary purpose of the Organization’s invoicing terms is to
provide customers with simplified and predictable ways of purchasing the Organization’s services, not to
receive financing from customers or to provide customers with financing.

The Organization reported the following balances, required to be disclosed in accordance with FASB ASC
606-10-50-11:

January 1, 2020 December 31, 2021 December 31 2022
Grants and fees receivable $ 790,648 $ 772,555 $ 1,397,427
Deferred revenue 2,785,723 2,442,839 2,910,995

Note 5 — Pledges Receivable

Pledges receivable greater than one year are reflected at the present value of estimated future payments
using an estimated discount rate ranging from 3.25% to 7.50%. As of December 31, 2022, pledges
receivable are due as follows:

Year ending December 31, 2023 $ 470,934
2024 210,000

2025 60,000

740,934
Less discount to net present value (55,623)
Less allowance for doubtful accounts (18,625)
Total $ 666,686

Note 6 — Beneficial Interest in Perpetual Trust

The Freshwater Trust has an agreement with the Oregon Community Foundation (OCF) to transfer
certain of its investments to OCF in order to achieve improved performance results and enhanced long-
term planned giving goals. The agreement gives OCF variance power, that is, terms which grant OCF’s
Board of Directors the authority to modify restrictions and conditions of the fund under certain
circumstances. The agreement stipulates that OCF will distribute a percentage of the fair value of the
fund to the Organization based on the expected total return on the investments of the permanent funds of
OCF and other factors. The agreement specifies that such percentage shall not be less than a reasonable
rate of return. For the years ended December 31, 2022 and 2021, the Organization received distributions
of $6,254 and $8,121, respectively.
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Note 7 — Fair Value Measurements

GAAP establishes a three-level hierarchy for disclosure of assets and liabilities recorded at fair value. The
classification of assets and liabilities within the hierarchy is based on whether the inputs to the valuation
methodology used for measurement are observable or unobservable. Observable inputs reflect market-
derived or market-based information obtained from independent sources while unobservable inputs
reflect estimates about market data.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three
broad levels:

Level 1 — Quoted prices are available in active markets for identical assets or liabilities readily
accessible at the reporting date.

Level 2 — Pricing inputs are observable for the assets or liabilities, either directly or indirectly, as of the
reporting date, but are not the same as those used in Level 1.

Level 3 — Pricing inputs are unobservable for the assets or liabilities and may include significant
judgment or estimation.

The Organization used the following methods and significant assumptions to estimate fair value for its
assets measured at fair value in the financial statements:

Beneficial interest in perpetual trust — As described in Note 6, investments held at OCF represent the
Organization’s share of a pooled investment portfolio managed by OCF. The Organization’s share of the
pooled investment portfolio is not actively traded and significant other observable inputs are not available.
However, the underlying investments of OCF are measured by management of OCF using a variety of
valuation methods using Level 1, Level 2, and Level 3 inputs. As such, investments held at OCF are
valued on the basis of the net asset value (NAV) as a practical expedient for measuring fair value. NAV is
the market value of the investment, less any associated liabilities, divided per share, or its equivalent.
Investments measured at NAV are not included in the fair value hierarchy. There are no unfunded
commitments and the redemption frequency is quarterly. There is no redemption notice period and no
other restrictions.

There have been no changes in methodologies used to determine fair value during the years ended
December 31, 2022 or 2021.
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Follows is the Organization’s assets measured at fair value on a recurring basis, along with an articulation
of how fair value was determined at December 31, 2022 and 2021:

2022
Level 1 Level 2 Level 3 Total
Beneficial interest in perpetual trust
measured at net asset value $ 158,361
Total assets at fair value $ - $ - $ - $ 158,361
2021
Level 1 Level 2 Level 3 Total
Beneficial interest in perpetual trust
measured at net asset value $ 184,526
Total assets at fair value $ - $ - $ - $ 184,526

Note 8 — Water Rights

The Organization has acquired title for partial water right interests among several basins in Oregon to
preserve in-stream water flows. The water rights are valued based on their original purchase cost.
Annually, the Organization assesses the value of the water right interests held to determine if any
permanent impairment of value has occurred. If the value of the water rights is determined to be impaired,
the carrying value of the water rights would be reduced to their estimated fair value in the period that the
impairment has occurred. For the years ended December 31, 2022 and 2021, the Organization has not
recognized any impairment losses on the value of these water rights.

Note 9 — Line of Credit

The Organization has a line of credit totaling $1,000,000. The line of credit is secured by accounts
receivable, contracts receivable, and grants receivable. The Board placed certain restrictions on the use
of the line of credit to comply with PRI loan covenants as described in the PRI loan agreement. The PRI
loan was paid off in 2022; however, the Board restriction on the Organization’s use of the line of credit
remains in place. Interest accrues at the Wall Street Journal prime rate plus 0.75% (7.50% and 4.00% at
December 31, 2022 and 2021, respectively), or the floor rate of 4.00%. The operating line matures on
August 25, 2023. There was no outstanding balance on the line of credit at December 31, 2022 and 2021.
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Note 10 — Long-Term Debt

On March 1, 2013, the Organization signed a $5,000,000 credit agreement with The David and Lucile
Packard Foundation, The Gordon and Betty Moore Foundation, and The Kresege Foundation
(collectively, the PRI lenders) to support projected future operating deficits and allow for capacity
investment while building water quality trading and other natural infrastructure mitigation programs. The
loan was unsecured. An initial advance of $2,000,000 was made at the closing date. A second advance
of $2,000,000 was received July 2014. The third and final advance of $1,000,000 was potentially
available no later than September 1, 2015, provided the Organization satisfied certain conditions.
Subsequently, those conditions had not been met and the Organization did not take the final $1,000,000
advance. At December 31, 2021, the balance on the PRI note payable was $1,900,000. On February 5,
2022, the Organization entered into an Economic Injury Disaster Loan (EIDL) with the SBA to pay-off the
PRI note payable in the amount of $1,900,000. Installment payments, including principal and interest, of
$8,526 monthly will begin 30 months from the date of the promissory note, or September 2024. Interest
will accrue at the rate of 2.75% per year. The loan matures February 2052 and is secured by accounts
receivable, contracts receivable and grants receivable. In connection with the EIDL, the Organization is
not allowed to take on additional debt without prior permission from the SBA.

At December 31, 2022, the principal payments for the EIDL payable are as follows:

Year ending December 31, 2023 $ -
2024 -
2025 12,408
2026 50,543
2027 52,457
Thereafter 1,784,592
Total $ 1,900,000

Note 11 — Net Assets with Donor Restrictions
Net assets with donor restrictions are comprised of the following at December 31:

2022 2021

Donations and grants restricted by purpose for habitat programs $ 372,079 $ 416,373
Endowments 111,199 133,439

Total $ 483,278 $ 549,812

The Endowment Fund was established for the purpose of providing investment revenues to support wild
fish conservation programs in perpetuity and consist of investments held within The Freshwater Trust
Endowment Fund, which is managed by OCF. See Note 6.

Net assets released from net assets with donor restrictions at December 31, 2022 and 2021 was
$3,471,738 and $5,496,192, respectively.
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Note 12 — Leases

Operating leases — The Organization has operating leases for office space, office equipment, and land
under right-of-use operating lease agreements. The Organization’s leases have remaining lease terms of
2 to 22 years, some of which may include options to extend the leases for up to 20 years, and some of
which may include options to terminate the leases with 30 days notice. The Organization recognizes
variable common area maintenance charges as variable lease expenses.

As of December 31, 2022, the weighted average remaining lease term for operating leases totaled 5.8
years. The weighted average discount rate for operating leases was 0.53%.

Future minimum payments under those leases are as follows:

Year ending December 31, 2023 $ 403,954
2024 399,343
2025 377,521
2026 167,072
2027 26,261
Thereafter 175,691
Total 1,549,842
Less discount (60,615)
Total $ 1,489,227

The Organization incurred operating lease expenses of $376,596 during the year ended December 31,
2022.

As the Organization has not restated prior-year information for the adoption of ASC 842, total operating
lease rental expense under ASC Topic 840, Leases, for the year ended December 31, 2021 was
$421,992.

As previously disclosed, the minimum future lease payments under noncancelable leases under the
previous lease guidance as of December 31, 2021 was:

Year ending December 31, 2022 $ 316,495
2023 317,956

2024 316,094

2025 325,577

2026 137,809

$ 1,413,931

Water leases — The Organization has entered into multiple water rights lease agreements with
participating landowners in Oregon for all, or a portion of, their water rights in order to leave the water in-
stream for fish and other ecological restoration purposes. The Organization evaluated the guidance and
determined that a lease for water rights meets the definition of a contract-based intangible asset as
defined in ASC 805-20-55-31(i) and are therefore excluded from analysis under ASC 842. The
Organization’s water leases have terms ranging from five to ten years.
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At December 31, 2022, the approximate minimum commitments for the above leases are as follows:

Year ending December 31, 2023 $ 21,235
2024 56,800
2025 56,800
2026 56,800
2027 56,800
Thereafter 56,800
Total $ 305,235

During the year ended December 31, 2018, certain water rights lease agreements were paid two to five
years in advance. There are contractual remedies that the Organization can pursue in the event of default
by the landowner, which can include repayment of funds received.

Note 13 — Contributed Nonfinancial Assets

Contributed nonfinancial assets were comprised of the following for the years ended December 31:

2022 2021
Special events $ 104,038 $ 121,313
Goods 223,740 302,800
Professional services 228,430 124,240

$ 556,208 $ 548,353

The maijority of contributed nonfinancial assets are goods and professional services. The estimated fair
value of these services is based on information provided by third parties and market prices. A portion of
the Organization’s contributed nonfinancial assets are restricted for specific project work, such as trees
received from the United States Forest Service. The Organization did not monetize any contributed
nonfinancial assets during the years ended December 31, 2022 or 2021.

Note 14 — Retirement Plans

The Organization provides substantially all full-time and certain part-time employees with access to a
defined contribution retirement plan. The Organization's annual contribution to the plan is equal to 5.0% of
the eligible annual compensation of each participant. Contributions by the Organization to the plan for the
years ended December 31, 2022 and 2021 were $219,854 and $181,069, respectively.
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Note 15 — Endowment

The Organization's endowment consists of one fund established for a variety of purposes. Its endowment
includes both donor-restricted endowment funds and funds designated by the Board of Directors to
function as endowments. As required by GAAP, net assets associated with endowment funds, including
funds designated by the Board of Directors to function as endowments, are classified and reported based
on the existence or absence of donor-imposed restrictions.

The Board of Directors of the Organization has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA or the Act) as requiring the preservation of the fair value of the original
gift as of the gift date and the donor-restricted 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 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 applicable donor gift
instrument at the time the accumulation is added to the fund.

In accordance with UPMIFA, 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

The following table details the changes in endowment net assets for the year ended December 31, 2022:

Without
Donor With Donor
Restrictions Restrictions Total

Endowment net assets, beginning of year $ 51,087 $ 133,439 $ 184,526
Investment return, net (2,987) (16,924) (19,911)
Appropriation of endowment assets for

expenditure (938) (5,316) (6,254)
Endowment net assets, end of year $ 47,162 $ 111,199 $ 158,361
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The following table details the changes in endowment net assets for the year ended December 31, 2021:

Without
Donor With Donor
Restrictions Restrictions Total

Endowment net assets, beginning of year $ 42,740 $ 113,395 $ 156,135
Investment return, net 9,780 28,165 37,945
Appropriation of endowment assets for

expenditure (1,433) (8,121) (9,554)
Endowment net assets, end of year $ 51,087 $ 133,439 $ 184,526
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@ MOSSADAMS

Report of Independent Auditors on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

The Board of Directors
The Freshwater Trust

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of The
Freshwater Trust (the Organization) which comprise the statement of financial position as of
December 31, 2022, and the related statements of activities, functional expenses, and cash flows for
the year then ended, and the related notes to the financial statements, and have issued our report
thereon dated June 22, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Mf%ﬂ*@wzﬂp

Portland, Oregon
June 22, 2023
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@ MOSSADAMS

Report of Independent Auditors on Compliance for the Major
Federal Program and Report on Internal Control Over
Compliance Required by the Uniform Guidance

The Board of Directors
The Freshwater Trust

Report on Compliance for the Major Federal Program
Opinion on the Major Federal Program

We have audited The Freshwater Trust’s (the Organization) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a
direct and material effect on the Organization’s major federal program for the year ended

December 31, 2022. The Organization’s major federal program is identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs.

In our opinion, the Organization complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on the major federal program for the
year ended December 31, 2022.

Basts for Opinion on the Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States (Government
Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are further
described in the Auditor’'s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the Organization and to meet our other ethical responsibilities,
in accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for the major federal program. Our audit does not provide a legal determination of the
Organization’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to the Organization’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express and
opinion on the Organization’s compliance based on our audit. Reasonable assurance is a high level
of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always
detect material noncompliance when it exists. The risk of not detecting material noncompliance from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material, if there is a substantial likelihood that,
individually or in the aggregate, it would influence the judgment made by a reasonable user of the
report on compliance about the Organization’s compliance with the requirements of the major federal
program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the Organization’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

Obtain an understanding of the Organization’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not for
the purpose of expressing an opinion on the effectiveness of the Organization’s internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Mf%ﬂ*@wzﬂp

Portland, Oregon
June 22, 2023

31



The Freshwater Trust
Schedule of Findings and Questioned Costs
Year Ended December 31, 2022

Section | - Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the financial
statements audited were prepared in accordance with GAAP:

Internal control over financial reporting:

o Material weakness(es) identified?

¢ Significant deficiency(ies) identified?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major federal programs:

o Material weakness(es) identified?

Significant deficiency(ies) identified?

Unmodified

yes X no

yes X none reported

yes__ X no

yes __ X no

yes X none reported

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)?

Identification of major federal programs:

yes__ X no

Federal Name of Major Federal Program or Cluster Type of Auditor’s Report Issued on
Assistance Compliance for Major Federal

Listing Number Programs

59.008 Economic Injury Disaster Loan Unmodified
Dollar threshold used to distinguish between type A
and type B programs: $750,000
Auditee qualified as low-risk auditee? X yes no

Section Il - Financial Statement Findings
None reported.
Section lll — Federal Award Findings and Questioned Costs

None reported.
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The Freshwater Trust
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2022

Amounts
Provided to Federal
Federal Grantor/Pass-Through Grantor/Program or Cluster Title ALN Number Agency or Pass-through Number Subrecipients Expenditures
U.S. Department of the Interior Pass-Through Programs From:
R18AC00049, R18AC00056
Bureau of Reclamation - Fish and Wildlife Coordination Act 15.517 R17AC00159, R22AC00441 $ 277,556
Bureau of Land Management - Secure Rural Schools
and Community Self Determination 15.234 L17AC00161 1,780
Oregon Watershed Enhancement Board - Wild & Scenic
Rivers Assessment 15.015 220-9005-22417 24,611
Oregon Watershed Enhancement Board - Santiam River
Instream Restoration 15.244 220-9005-19659 67,877
Total U.S. Department of the Interior 371,824
U.S. Department of Agriculture Pass-Through Programs From:
U.S. Forest Service - National Fish and Wildlife Foundation 10.683 18-PA-11061000-033 47,568
Total U.S. Department of Agriculture 47,568
U.S. Department of Commerce Pass-Through Programs From:
Oregon Watershed Enhancement Board - Pacific Coast Salmon
Recovery Pacific Salmon Treaty Program 11.438 220-9005-19827, 221-3026-19570 114,482
NA20NMF4630302,
NOAA National Marine Fisheries Service - Habitat Conservation 11.463 NOAA-NMFS-HCPO-2020-2006306 84,192
Total U.S. Department of Commerce 198,674
U.S. Small Business Administration Direct Programs:
Economic Injury Disaster Loan 59.008 3272699100 1,900,000
Total U.S. Small Business Administration 1,900,000
Total Expenditures of Federal Awards $ 2,518,066

See notes to schedule of expenditures of federal awards.
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The Freshwater Trust
Notes to Schedule of Expenditures of Federal Awards
Year Ended December 31, 2022

Note 1 — Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant
activity of The Freshwater Trust (the Organization) under programs of the federal government for the year
ended December 31, 2022. The information in the Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of the Organization, it is not intended to and does not
present the financial position, changes in net assets or cash flows of the Organization.

Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in Uniform Guidance, wherein certain
types of expenditures are not allowable or are limited as to reimbursement. Pass-through entity identifying
numbers are presented where available.

Note 3 — Indirect Cost Rate

During the current year, the Organization did not elect to use the 10-percent de minimis indirect cost rate
allowed under the Uniform Guidance.

See schedule of expenditures of federal awards.
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