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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Youth On Their Own

Tucson, Arizona

We have audited the accompanying Statements of Financial Position of Youth On Their Own as of June 30,
2008 and 2007, and the related Statements of Activities, Functional Expenses, and Cash Flows, for the years
then ended. These financial statements are the responsibility of the Organization’s management. Qur
responsibility is to express an opinion on these financial statements based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatements. An audit includes consideration of internal
control over financial reporting as a basis for designing 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 over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Youth On Their Own at June 30, 2008 and 2007, and the changes in its net assets and its cash
flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

/RE?S-M L., <t Monvne, L.c.P.

April 27, 2009
Tucson, Arizona



YOUTH ON THEIR OWN

STATEMENTS OF FINANCIAL POSITION
June 30, 2008 and 2007

ASSETS
2008 2007

CURRENT ASSETS
Cash and cash equivalents § 358815 § 377,926
Accounts receivable 68,307 44 382
Promises to give, net 937 2,235
Other current assets - 16
Total current assets 428,059 424,559
PROPERTY AND EQUIPMENT, NET 436,287 442 760
Total assets $ 864,346 $ 867,319

The Notes to Financial Statements are an integral part of these statements
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YOUTH ON THEIR OWN

STATEMENTS OF FINANCIAL POSITION
June 30, 2008 and 2007

LIABILITIES AND NET ASSETS

2008 2007

CURRENT LIABILITIES
Accounts payable $ 15,403 $ 12,854
Accrued expenses 26,441 52,981
Deposits 1,000 1,000
Current portion of long-term debt 2,716 2,514
Total current liabilities 45,560 69,349
LONG-TERM DEBT, NET OF CURRENT PORTION 162,294 165,010
Total liabilities 207,854 234,359

NET ASSETS

Unrestricted net assets 637,554 605,773
Temporarily restricted net assets 18,938 27,187
Total net assets 656,492 632,960
Total liabilities and net assets § 864,346 $ 867,319

The Notes to Financial Statements are an integral part of these statements
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YOUTH ON THEIR OWN

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

Temporarily
Unrestricted Restricted Total
REVENUES
Contributions $ 349,964 $ 18,938 $ 368,902
Contracts from governmental agencies 173,696 - 173,696
Foundation grants 140,942 - 140,942
Donated services 65,906 : 65,906
Donated equipment and supplies 28,704 - 28,704
Interest income 12,859 - 12,859
Miscellaneous 37,509 - 37,509
Special events 168,969 - 168,969
Net assets released from restrictions 27,187 (27.187)
Total revenues 1,005,736 (8,249) 997,487
EXPENSES
Program services
Student stipends 487,281 - 487,281
Student special needs 240,474 - 240,474
Total program services 727,754 - 727,754
General and administrative expenses 97,810 - 97,810
Fundraising expenses 148.390 - 148,390
Total expenses 973,955 - 973,955
Change in net assets 31,781 (8,249) 23332
NET ASSETS, BEGINNING OF YEAR 605,773 27,187 632,960
NET ASSETS, END OF YEAR $ 637,554 % 18938 $§ 656,492

The Notes to Financial Statements are an integral part of these statements
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REVENUES

Contributions

YOUTH ON THEIR OWN
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2007

Contracts from governmental agencies

Foundation grants
Donated services

Donated equipment and supplies

Interest income
Miscellaneous
Special events

Net assets related from restrictions

Total revenues

EXPENSES

Program services
Student stipends

Student special needs
Student needs bank
Strategies for Success

Project Contact

Total program services
General and administrative expenses
Fundraising expenses

Total expenses

Change in net assets

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Temporarily

Unrestricted Restricted Total

$ 469,340 $ 32,071 $ 501,411
157,000 - 157,000
87,362 - 87,362
11,992 - 11,992
43,095 - 43,095
17,441 - 17,441

200 - 200

193,432 - 193,432
103,829 (103,829) -
1,083,691 (71,758) 1,011,933
664,600 - 664,600
162,653 - 162,653
28772 - 28,272
36,711 - 36,711
5,103 - 5,103
897,339 = 897,339
148,379 - 148,379
145,272 - 145272
1,190,990 - 1,190,990
(107,299) (71,758) (179,057)
713,072 98,945 812,017

$ 605,773 ) 27,187 $ 632,960

The Notes to Financial Statements are an integral part of these statements
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YOUTH ON THEIR OWN

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2008 and 2007

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 23,532 $ (179,057)
Adjustments to reconcile net assets to net cash
used by operating activities:
Depreciation 6,473 11,433
Net increase (decrease) in operating assets and liabilities:
Accounts receivable (23,925) (23,416)
Promises to give 1,298 13,915
Other current assets 16 5,223
Accounts payable 2,549 11,781
Accrued expenses (26,540) 13,935
Deposits - 400
Net cash used by operating activities (16,597) (145,786)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment - (10,447)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-term debt (2,514) (2,327)
Net decrease in cash and cash equivalents (19,111) (158,560)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 377,926 536,486
CASH AND CASH EQUIVALENTS, END OF YEAR $ 358815 $ 377926
SUPPLEMENTAL SCHEDULE
Cash paid for interest $ 11,806 $ 12,872

The Notes to Financial Statements are an integral part of these statements
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YOUTH ON THEIR OWN

NOTES TO FINANCIAL STATEMENTS
June 30, 2008 and 2007

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

Youth On Their Own (the Organization) was incorporated in Arizona in 1989 for the purpose of
supporting high school graduation of homeless youth by providing financial assistance, basic needs, and
guidance. The Organization provides a monthly stipend for living assistance, provides cash grants to meet
special needs, and maintains a basic needs bank of donated items. The Organization’s support comes
primarily from individual, business, foundation, church and service club contributions, and from various
governmental agency grants.

Basis of Presentation

The Organization has adopted Statement of Financial Accounting Standards (SFAS) No. 117, Financial
Statements of Not-for-Profit Organizations, issued by the Financial Accounting Standards Board (FASB)
for presentation of its financial statements. Under SFAS No. 117, non-profit organizations are required to
report information regarding their financial position and activities according to three classes of net assets:
unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. At June 30,
2008 and 2007, the Organization had no permanently restricted assets.

Coniributions

All contributions are considered to be available for the general programs of the Organization, unless
specifically restricted by the donor. Amounts received that are designated for future periods or restricted
by the donor for a specific purpose are reported as temporarily restricted or permanently restricted support.
When a donor restriction expires, that is, when a stipulated time restriction ends, or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the Statement of Activities as net assets released from restrictions; however, if all restricted contributions
for a specific purpose are received and fulfilled in the same time period, the Organization reports the
support as unrestricted.

Contributions of long-lived assets with explicit restrictions that specify how the assets are to be used and
gifts of cash and other assets that must be used to acquire long-lived assets are reported as restricted
support. The Organization reports expirations of donor restrictions when the donated or acquired long-
lived assets are placed in service, unless the donor stipulates otherwise.

(continued)
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I

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Donated Goods and Services

Support arising from donated goods and services is recognized in the financial statements at its fair value.
Donated services are recognized when the services received:

(a) create or enhance non-financial assets, or

(b) require specialized skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation.

Although the Organization utilizes the services of outside volunteers to perform a variety of tasks that
assist the Organization, the fair value of all these services may not be reflected in the financial statements
because the above criteria are not met.

Donated equipment and supplies consist of furniture, computer equipment, food, clothing, personal care
items, and other supplies donated by the public to be given to the students. Items are recorded at thrift
store value as income and expense.

Donated items for special event auctions are recorded in the month in which they are auctioned and fair
market value can be determined.

Equity Securities

Contributions of donated securities are recorded at their fair value on the date of donation. During the
years ended June 30, 2008 and 2007, the Organization received no contributions of equity securities.

Land, Buildings and Equipment

Expenditures for major improvements or items that benefit future periods are capitalized at cost, if
purchased, or at fair market value at date of gift, if donated. Expenditures for repairs and maintenance are
expensed as incurred. Depreciation is computed using the straight-line method over the estimated useful
lives of the assets. Depreciation expense for the year ended June 30, 2008 was $6.473 ($11,433 for2007).
Upon sale or retirement of depreciable properties, the related cost and accumulated depreciation are
removed from the accounts. All gains or losses are reflected in revenue in the year of disposition.

Cash and Cash Equivalents

The Organization considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents.

{continued)
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Promises fo Give

Unconditional promises to give are recognized as revenues or gains at their estimated net realizable value
in the period received and are recognized as assets, decreases of liabilities, or expense, depending on the
form of the benefits received. The provision for promises to give is based on management’s estimate.
Promises to give are periodically reviewed for collectability and written off to the provision at the time of
such determination.

Functional Allocation of Expenses

Directly identifiable expenses are charged to programs and supporting services. Expenses related to more
than one function or program are charged to programs and supporting services based on periodic time and
expense studies. General and administrative 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.

Advertising Costs

Costs incurred for producing and communicating non-direct advertising are expensed when incurred.
Costs incurred for direct response advertising are capitalized and amortized over the estimated useful life.
No advertising costs were capitalized at June 30, 2008. Total advertising costs for the year ended June 30,
2008 were $1,600 ($40 for 2007).

Income Taxes

The Organization is exempt from income taxes under both federal [Internal Revenue Code Section
501(c)(3)] and Arizona income tax laws, and is classified as other than a private foundation. The
Organization is required to pay income taxes on its unrelated net income arising from a lease on property
financed by debt. The Organization did not incur any unrelated business taxable net income during the
years ended June 30, 2008 and 2007. Accordingly, no provision for federal and state income taxes is
made.

Use of Estimates

The preparation of financial statements in conformity with United States generally accepted accounting
ptinciples requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of contributions, revenues, gains, and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

(continued)

-11-



2. CONCENTRATIONS OF CREDIT RISK

Cash in Banks

The Organization places its cash and cash equivalents with high credit quality institutions. At times, such
investments may be in excess of the FDIC insurance limit; however, management does not believe it is
exposed to any significant credit risk on cash and cash equivalents.

Accounts Receivable

The Organization grants unsecured credit without interest under contracts to its customers that are
primarily governmental agencies in Arizona and other private foundations. Management generally
considers accounts over 30 days to be past due. Receivables are considered fully collectible by
management; therefore, no allowance for doubtful accounts has been provided. Total loss that could be
incurred if the parties failed to meet their obligations is the stated value of $69,244 at June 30, 2008.

3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30:

2008 007
Land § 303,878 $ 303,878
Buildings and improvements 159,098 159,098
Office furniture and equipment 57.918 57.918
Total 520,894 520,894
Less accumulated depreciation (84.607) (78,134)
Net property and equipment 3§ 436,287 $ 442,760

(continued)
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4. LONG-TERM DEBT

Long-term debt consists of the following at June 30:

2008 2007
Note payable, Horseshoe Management Co., in which a
former board member’s family has an ownership
interest, payable in monthly payments of $1,284
including interest at 7.75%, collateralized by land and
maturing May 2011. $ 165,010 $ 167,524
Less current portion (2,716) (2,514)
Long-term debt, net of current portion $ 162294 § 165,010
Future debt maturities are as follows:
Year Ended June 30
2009 $ 2716
2010 2,934
2011 159,360
Total $ 165,010

5. CONTINGENCIES

The Organization participates in a number of grant programs and a significant reduction in the level of this
support, if it were to occur, could have a material effect on the programs and activities of the
Organization. The governmental funding is subject to compliance audits by the respective governmental
agencies. Assessments from such audits, 1f any, are recorded when the amounts of such assessments are
reasonably determinable. Management has reviewed all costs and does not anticipate any material
disallowed costs.

At times, the Organization may sign an agreement to accept responsibility for damages rendered to a
student’s apartment unit. This is decided on a case-by-case basis. A potential obligation as a result of these
agreements cannot be determined and, therefore, no liability has been recorded.

(continued)
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6. COMMITMENTS

The Organization has entered into noncancellable operating lease agreements for office equipment
expiring at various dates through March 2010. Aggregate monthly rentals were $436 at June 30, 2008 and
2007. Total rent expense associated with these leases amounted to $9,220 for the year ended June 30, 2008
(36,668 for 2007).

Future minimum lease payments under these lease agreements are as follows:

Year Ended June 30

2009 $ 4246
2010 964
Total § 5210

7. RELATED PARTY TRANSACTIONS

During the year ended June 30, 2008, certain board members donated funds to the Organization totaling
$6,520 ($24,550 for 2007).

8. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consisted of the following at June 30:

2008 2007

Furniture $ - $ 4,440
Building fund - 3,000
Education - 19,323
Sports equipment % 424
Coaching program 4,000 -
Endowment 13,578 -
Holiday party 1,360 -

Total temporarily restricted net assets § 18938 § 27,187

(continued)
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ALLOCATION OF JOINT COSTS

During the year ended June 30, 2008, the Organization incurred joint costs of $11,625 for newsletter
printing and reproduction. Generally, the newsletter contains fundraising appeals and program related
information. Costs are allocated between program services and fundraising based on percentage of
content. In 2008, newsletter printing costs of $3,250 ($1,113 for 2007) were allocated to program services,
and $8,375 ($3,339 for 2007) was allocated to fundraising expense.

SIGNIFICANT ESTIMATES

The allocations utilized to record the functional allocation of costs represent a significant estimate.
Allocations are based upon actual costs incurred plus management’s estimates of levels of services for
items not directly associated with a specific function.

CONCENTRATIONS

At June 30, 2008 and 2007, two agencies comprised approximately 100% of accounts receivable.



