


Mcthod of Accounting:

The accompanying financial statements have been prepared in
accordance with the accrual method of accounting.

Financial Statement Presenlation:

The Organizalion complies with the FASB ASC in respect to
the preparalion of its financial statements.

Information regarding its financial position and activities
is reported according to its three classes ol nel asscls:
unrestricted, temporarily restricted and permanently
restricted.

The accompanying financial statements include prior year
summarized financial information in total bul nol by net
asset class. Such information does not include sufficicnt
detail Lo consltilule a presentatlion in conformity with
generally acceptaed accounting principles. Accordingly, suah
information should be read in conjunction with the
Organizalion’s financial statements for the year ended June
30, 2009, from which the summarized information was derived.

Contribut 1ors s

The Organization complies with the FASB ASC as to its
accounting for contributions. Contributions arce defined as
an unconditional transfer of cash or olher assels Lo an
entity or a settlement or cancellation of its liabilities in
4 velantary nen-regiprocal transfer. QOther dssets in Lhis
connection include use of facilities, seivices and
unconditional promises to give these items in the future.
Conlributions received are recorded as unresltricled,
temporarily restricted of permanently restricted support
depending upon the existence and/or nature of any donor
regtrictions., .

Generally contributions received, including unconditional
promises to give, are recognirzed as revenues in the period
recelved al L[air value. In silualions where promises Lo
give are conditioned upon the Organization incurring
gqualitying cxpensces such promises become unconditional when
the expenses are incurred. Accordingly, these revenues and
costs are recognized as Lthe assoclaled cosls are lncurred.
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recorded at their estimated fair rental value ($24,000
annually) as contributions in kind offset by an cquivalent
entry to facilities rental expense.

Use of ListLimales:

The preparation of financial statements in conformity with
generally accepted accounting principles requires management
to make esbimales and assumplions that affect the reported
amounts of assets and liabilitics and disclosure of
contingent assets and liabilities at the date of the
tfinancial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results
could differ from those estimates.

Fair Value of Pinancial Instruments:

The recorded value of the Organization's financial
instruments approximates their fair values. Financial
instruments include cash, accounts receivable and accounts
payable.

Concentration of Economic Risk

The Organization’s activities and concentrated in the City
of Oceanside, California. Management is not aware of any
the existence of any severe or substantial cutbacks pending
or in prospect due to the above described concentration of
economic risk.

Note 2. Property and Equipment
The component categories of property and equipment, at cost
at June 30, 2010 consists of the following:

Barn $ 291,2601.44
Furniture & equipment 28,389.15
Leasehold improvements 24,806.73
Land improvements 39,235.23
Horses & horse eguipment 93,066.28

Less: accumulated depreciation (75,991.43)

&

Net property and equipment S 400,767.40




Note 3. Commitments and Contingencies

The Organization receives substantial funding from
government agencics which 1s restricted under the terms of
Lhe related funding agreemenls. FExpenditures charged
against Lhese restricted funds are subjecL to audit by the
funding agencies. It is possible that future audits will
result in expenditure disallowances; however, based on their
knowledge of the funding agencies and the facl that no
material coslt disallowances have occurred in Lhe past,
management believes that any such disallowances will not be
material.

Note 4. Temporarily/Permanently Restricted Net Assets

At June 30, 2010 Lhe Organizalion has no permanently
restricted net assets. Temporarily reslLricted net asscts of
S 35,765.83 at June 30, 2009 were utilized prior to August
31, 2009 in accordance with the donor’s intent.

Note 5 Pension Costs

The Organization’s employees are not covered by a sponsored
pension plan.

Note 6 Income Tax Status

No provision for income taxes has been provided in the
accompanying statement of activities as the Organization

is qualified for exemption from income taxes under Federal
and California revenue codes. Unrelated business income, 1f
any, 1s subject to income taxes.

Note 7. Recoverable Grants Payable

In prior years the Organization received two grants
restricted for use in the predevelopment stage of the
childcare center and both require the Organization to
provide licenscd childcare services. These grants are
essentially non-interest bearing loans payable. One of the
loans with a current balance of § 43,000 is being repaid

$ 1,200 annually. The other loan with a balance of $ 25,000
is due immediately in the event Lhe construction project is
terminaled or if permanent financing is secured.



Note 8.City of Oceanside Lease

The Organization’s facilities are provided under an
agreement with Lhe Cily ol Oceanside which expires December
31, 2031. The remaining unexpired term of the lease
represents a promise to give (contribution) with an
estimated value of $ 516,000(@ the annual estimated fair
value of $ 24,000). This promise to give is offset in full
on the balance sheet by the associated deferred income.

Note 9. Prior Period Adjustments

The accompanying financial statements reflect a prior period
adjustment to correct prior financial statements which
omitted horses which had been donated to the Organization.
This correction resulted in an increase of opening net
assets as of July 1, 2009 of $ 5,914.
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