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Independent Auditor’s Report 

Board of Directors 

Southern Reins Center for Equine Therapy 

Memphis, Tennessee 

We have audited the accompanying financial statements of Southern Reins Center for Equine Therapy (a not-for-profit 

organization), which comprise the statement of financial position as of December 31, 2018, 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 

Southern Reins Center for Equine Therapy as of December 31, 2018, 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. 

 
Memphis, Tennessee 

April 4, 2019
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Statement of Financial Position December 31, 2018 

Cash and cash equivalents 754,144$       

Accounts receivable 2,368             

Pledges receivable, net 256,230         

Prepaid expenses 9,809             

Property and equipment, net 1,063,619      

Total assets 2,086,170$    

Liabilities

Accounts payable and accrued expenses 20,672$         

Deferred revenue 2,600             

Note payable 154,160         

Total liabilities 177,432         

Net assets

Without donor restrictions 1,728,013      

With donor restrictions 180,725         

Total net assets 1,908,738      

Total liabilities and net assets 2,086,170$    

ASSETS

LIABILITIES AND NET ASSETS
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Statement of Activities For the year ended December 31, 2018 

Without 

Donor 

Restrictions

With Donor 

Restrictions Total

Revenues and support

Special events

Jockeys and Juleps 249,223$       -$                   249,223$       

Other events 980                -                     980                

Capital campaign 2,000             815,571         817,571         

Contributions 132,389         49,065           181,454         

In-kind contributions 71,001           -                     71,001           

Program service revenue

Lesson income 67,189           -                     67,189           

Other 1,645             -                     1,645             

Interest income 229                -                     229                

Total revenues and support 524,656         864,636         1,389,292      

Reclassifications

Net assets released from restrictions 1,149,386      (1,149,386)     -                     

Total revenues and support 

and reclassifications 1,674,042      (284,750)        1,389,292      

Expenses

Program services 275,990         -                     275,990         

Management and general 54,508           -                     54,508           

Fundraising 108,850         -                     108,850         

Total expenses 439,348         -                     439,348         

Change in net assets 1,234,694      (284,750)        949,944         

Net assets, beginning of year (as restated) 493,319         465,475         958,794         

Net assets, end of year 1,728,013$    180,725$       1,908,738$    
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Statement of Functional Expenses For the year ended December 31, 2018 

Program Management

Services and General Fundraising Total

Compensatory expenses

Salaries and wages 133,211$       24,892$         30,433$         188,536$       

Payroll taxes 10,634           1,987             2,429             15,050           

Total compensatory expenses 143,845         26,879           32,862           203,586         

Other expenses

Fundraising supplies -                     -                     61,767           61,767           

Occupancy 36,110           4,012             -                     40,122           

Horse care 31,687           -                     -                     31,687           

Depreciation 20,831           2,315             -                     23,146           

Interest 14,486           1,610             -                     16,096           

Advertising -                     -                     13,558           13,558           

Insurance 11,432           1,270             -                     12,702           

Utilities 10,669           1,186             -                     11,855           

Office expenses 1,844             6,149             -                     7,993             

Professional fees -                     7,036             -                     7,036             

Miscellaneous 2,324             2,562             663                5,549             

Travel and entertainment 1,681             -                     -                     1,681             

Software and technology -                     1,489             -                     1,489             

Training 1,081             -                     -                     1,081             

Total expenses 275,990$       54,508$         108,850$       439,348$       
 



SOUTHERN REINS CENTER FOR EQUINE THERAPY 

See accompanying notes to the financial statements. 6 

Statement of Cash Flows For the year ended December 31, 2018 

Operating activities

Change in net assets 949,944$       

Adjustments to reconcile change in net assets to net cash 

provided by operating activities:

Depreciation 23,146           

In-kind contributions of property and equipment (38,941)          

Contributions restricted for long-term purposes (773,011)        

Changes in operating assets and liabilities:

Accounts receivable (72,808)          

Prepaid expense (9,809)            

Accounts payable and accrued expenses 3,463             

Deferred revenue 1,500             

Net cash provided by operating activities 83,484           

Investing activities

Purchases of property and equipment (527,556)        

Net cash used in investing activities (527,556)        

Financing activities

Proceeds from contributions restricted for long-term projects 773,011         

Principal payments on note payable (345,840)        

Net cash provided by financing activities 427,171         

Change in cash and cash equivalents (16,901)          

Cash and cash equivalents, beginning of year 771,045

Cash and cash equivalents, end of year 754,144$       

In-kind contributions of property and equipment 38,941$         

Purchase of property and equipment with debt 500,000         

Supplemental Disclosure of Noncash Investing and Financing Activities
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Notes to the Financial Statements December 31, 2018 

Note 1 – Organization and Activities 

Southern Reins Center for Equine Therapy (the “Organization”) is a not-for-profit formed to provide equine assisted 

activities and therapies to individuals with physical, cognitive, and emotional disabilities to empower, inspire, nurture, and 

succeed.  The Organization offers therapeutic riding, horsemanship, barn lessons, Hippotherapy, equine-assisted 

psychotherapy, and Equine Services for Heroes. 

Note 2 – Summary of Significant Accounting Policies 

Basis of Accounting 

The accompanying financial statements have been prepared using the accrual basis of accounting.  Under this basis of 

accounting, revenue and support are recognized when earned and expenses are recognized when incurred. 

Financial Statement Presentation 

Under accounting standards for not-for-profit organizations, the Organization is required to report information regarding 

its financial position and activities according to two classes of net assets: net assets without donor restrictions and net 

assets with donor restrictions. 

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. 

Cash and Cash Equivalents 

The Organization considers all highly liquid instruments with an initial maturity of three months or less to be cash 

equivalents. 

Pledges Receivable 

Pledges receivable are recorded when they are determined to be an unconditional promise to give.  The Organization uses 

the allowance method to account for doubtful pledges.  The amount of the allowance for doubtful pledges is based upon 

management’s assessment of historical and expected collections, economic conditions, and other collection indicators.  

Management does not consider an allowance necessary at December 31, 2018.  Pledges receivable due in more than one 

year are discounted to the present value of estimated future cash flows. 

Property, Equipment, and Depreciation 

Property and equipment is stated at estimated fair value at the date of the contribution, if contributed, or at acquisition cost, 

if purchased.  Major renewals and betterments that extend the useful lives of assets are also recorded at cost.  Expenditures 

for normal repair and maintenance are expensed as they occur.  Depreciation is determined using the straight-line method 

over the estimated useful lives of the assets which range from five to thirty-nine years. 

The Organization utilizes horses on loan which are not capitalized as it does not expect title to transfer at the end of the 

agreement and the cost is indeterminable. 
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Notes to the Financial Statements December 31, 2018 

Note 2 – Summary of Significant Accounting Policies (continued) 

Revenue Recognition 

Program related income is generated by the Organization’s operational activities and; therefore, considered separate from 

the Organization’s contributed support.  The Organization recognizes program revenue once services have been rendered. 

Deferred revenue consists of amounts collected in advance of future services. 

Support 

Contributions received are recognized as support with or without donor restrictions, depending on the existence of any 

donor restrictions.  Support that is restricted by the donor is reported as an increase in net assets without donor restrictions 

if the restriction expires in the reporting period in which the support is recognized.  All other donor restricted support is 

reported as an increase in net assets with donor restrictions. 

Donated Materials and Services 

Donated materials are recorded as contributions at their estimated fair values at the date of donation.  Contributions of 

services are recognized in the financial statements if the services enhance or create non-financial assets or require 

specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if not 

provided by donation.  Donations of property and equipment are recorded as contributions without donor restrictions at 

the date of donation unless the donor has restricted the donated asset to a specific purpose. 

Tax Status 

The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and has been 

classified as an organization that is not a private foundation under Sections 509(a)(1) and 170(b)(1)(A)(vi).  The 

Organization files tax returns in the United States federal jurisdiction and is not currently under tax examination.  The 

Organization is no longer subject to examination by federal authorities for years prior to 2015. 

Based on the evaluation of the Organization’s tax positions, management believes all positions taken would more likely 

than not be upheld under examination.  Therefore, no provision for the effects of uncertain tax positions has been recorded 

for the year ended December 31, 2018. 

Functional Allocation of Expenses 

Costs of program services and management and general expense are reported by function.  Expenses related to more than 

one function are allocated on the basis of management’s estimates.  Management and general expenses include those 

expenses that are not directly identifiable with any other specific function but provide for the overall support and direction 

of the Organization. 

The costs of providing various programs and other activities have been summarized on a functional basis in the statements 

of activities and in the statements of functional expenses.  Accordingly, certain costs have been allocated among the 

programs and supporting services benefited.  The expenses that are allocated include the following: 

Type of Expense  Method of Allocation 

Building occupancy 
 

Square footage 

Interest on building loan 
 

Square footage 

Salaries 
 

Time and effort 

Payroll taxes and benefits 
 

Time and effort 
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Notes to the Financial Statements December 31, 2018 

Note 2 – Summary of Significant Accounting Policies (continued) 

Recently Adopted Accounting Standards 

In August 2016, the Financial Accounting Standards Board issued Accounting Standards Update 2016–14, Not-for-Profit 

Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities (“ASU 2016–14”), effective for 

annual periods beginning after December 15, 2017.  During 2018, the Organization adopted ASU 2016–14 and has 

implemented the requirements retrospectively.  The most significant changes within ASU 2016–14 impact the following 

areas: 

Net Asset Classes – Net asset classification has been reduced from three classes of net assets (unrestricted, temporarily 

restricted, and permanently restricted) to net assets with donor restrictions and net assets without donor restrictions. 

Expenses – Expenses by both their natural classification and their functional classification will be presented either on 

the face of the statement of activities, as a separate statement, or in the notes to the financial statements. 

Liquidity and Availability of Resources – ASU 2016–14 requires disclosures that communicate qualitative information 

of how a not-for-profit entity manages its liquid resources available to meet cash needs for general expenditures within 

one year of the statement of financial position date, as well as quantitative information that communicates the 

availability of a not-for-profit entity’s financial assets at the statement of financial position date to meet cash needs 

for general expenditures with one year of the statement of financial position date. 

Subsequent Events 

Management has evaluated subsequent events through April 4, 2019, the date the financial statements were available to be 

issued. 

Note 3 – Pledges Receivable 

At December 31, 2018, unconditional promises to give were due as follows: 

Receivable in less than one year 194,600$       

Receivable in one to six years 89,800

Total pledges receivable 284,400         

Discount to net present value (28,170)          

Pledges receivable, net 256,230$       
 

Unconditional promises to give due in more than one year are reflected at the net present value of estimated future cash 

flows using a discount rate of 6% at December 31, 2018. 
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Notes to the Financial Statements December 31, 2018 

Note 4 – Property and Equipment 

Property and equipment consisted of the following at December 31, 2018: 

Buildings 638,504$       

Land 402,363         

Furnishings 12,570           

Equipment 32,183           

Horses 2,250             

Total property and equipment 1,087,870      

Accumulated depreciation (24,251)          

Property and equipment, net 1,063,619$    

Depreciation expense for the year 23,146$         
 

Note 5 – Note Payable 

On January 5, 2018, the Organization purchased a 27-acre farm for $947,884.  An interest-free loan from a private 

foundation financed $500,000 of the purchase price.  Proceeds from the Capital Campaign are used to pay off the private 

foundation loan.  At December 31, 2018, the balance of the note payable was $154,160, which was paid in full subsequent 

to year end on January 11, 2019.  In-kind interest expense was imputed at 6%, the interest rate of the loan if it had not paid 

by maturity.  Imputed interest totaled $16,096 for the year ended December 31, 2018. 

Note 6 – Net Assets with Donor Restrictions 

As of December 31, 2018, net assets with donor restrictions are comprised of the following and are restricted by time and 

purpose: 

Capital campaign 154,160$       

Scholarships 26,565           

Total 180,725$       
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Notes to the Financial Statements December 31, 2018 

Note 7 – Availability of Resources and Liquidity 

As part of its ongoing liquidity management, the Organization has a policy to structure its financial assets to be available 

as its general expenditures, liabilities, and other obligations come due.  As of December 31, 2018, the Organization’s 

current unrestricted financial assets available within one year of the statement of financial position date for general 

expenditure are as follows: 

Current unrestricted financial assets at year end:

Cash and cash equivalents 754,144$       

Accounts receivable 2,368             

Pledges receivable 194,600         

Total current unrestricted financial assets 951,112         

Less amounts not available to be used within one year:

Net assets with donor restrictions 180,725         

Excluding net assets with restrictions to be met

in less than a year (180,725)        

-                     

Financial assets available to meet general expenditures

over the next twelve months 951,112$       

 

Note 8 – Correction of an Error 

During 2018, the Organization noted that a pledge made during the year ended December 31, 2017 was not reflected in 

2017’s financial statements. 

The cumulative effect of the restatement of 2017 amounts required to properly reflect these items as beginning net assets 

for the year ended December 31, 2018 was a $75,000 increase to net assets with donor restrictions. 
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