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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Board of Directors
Life Adventure Center of the Bluegrass, Inc.
Versailles, Kentucky

Report on the Audits of the Financial Statements

Opinion
We have audited the financial statements of Life Adventure Center of the Bluegrass, Inc. (a nonprofit
organization), which comprise the statements of financial position as of June 30, 2022 and 2021, and the

related statements of activities, and cash flows for the fiscal 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 Life Adventure Center of the Bluegrass, Inc. as of June 30, 2022 and 2021, and the results of
its activities and its cash flows for the fiscal 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). 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 Life Adventure Center of the Bluegrass, Inc. and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

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 Life Adventure Center of the
Bluegrass, Inc.’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

1025 Dove Run Rd Ste 203
Lexington, Kentucky 40502
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Auditors’ Responsibilities for the Audits 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 auditors’ 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 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, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users made on the basis of these financial statements.

In performing an audit in accordance with GAAS, 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 Life Adventure Center of the Bluegrass, Inc.’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 Life Adventure Center of the Bluegrass, Inc.’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.

r+r Cehs , PSC

June 26, 2023
Lexington, Kentucky



LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Statements of Financial Position
as of June 30, 2022 and 2021

2022 2021
ASSETS
Current assets:
Cash $ 106,682 $ 383,327
Accounts receivable, net 42,940 12,559
Prepaid expenses 16,373 44 074
Total current assets 165,995 439,960
Property and equipment:
Land 934,029 934,029
Land improvements 698,678 698,678
Buildings 2,017,036 1,950,976
Furniture and equipment 302,752 316,307
Vehicles 153,569 152,569
Challenge course 165,262 165,262
Arena - Farm 429,424 429,424
Livestock - Farm 15,800 15,800
Total property and equipment 4,716,550 4,663,046
Less accumulated depreciation (2,639,168) (2,612,438)
Net property and equipment 2,077,382 2,050,608
Investments 13,722,545 16,388,451
Total assets $ 15,965,922 $ 18,879,019
LIABILITIES AND NET ASSETS
Current liabilities:
Current portion of notes payable $ 47979 $ 39,649
Accounts payable 14,814 34,631
Accrued expenses 12,525 45,833
Deferred revenue 14,048 18,276
Total current liabilities 89,366 138,389
Long-term liabilities:
Notes payable, less current portion 786,201 813,397
Payroll Protection Program, less current portion - 134,900
Total long-term liabilities 786,201 948,297
Total liabilities 875,567 1,086,686
Net assets:
Without donor restrictions 15,090,355 17,792,333
With donor restrictions - -
Total net assets 15,090,355 17,792,333
Total liabilities and net assets $ 15,965,922 $ 18,879,019

The accompanying notes are an integral part of these financial statements.
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Operating activities:
Revenues and support:
Donations
Program support
Farm income
Grants
Buckley Wildlife income
Miscellaneous income
Net assets released from restrictions

Total revenues and support
Expenses:
Program services
Fundraising
Management and general
Total expenses
Change in net assets from operations
Non-operating activities:
Realized investment gains (losses)
Unrealized investment gains (losses)
Interest and dividend income
Gain on disposal of assets
PPP loan forgiveness
Total non-operating activities
Change in net assets

Net assets, beginning of year

Net assets, end of year

LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Statements of Activities
for the years ended June 30, 2022 and 2021

2022

2021

Without Donor

With Donor

Without Donor With Donor

Restrictions Restrictions Total Restrictions Restrictions Total
$ 107,148 $ - $ 107,148 $ 115,371 $ - $ 115,371
203,551 - 203,551 132,287 - 132,287
33,983 - 33,983 23,655 - 23,655
85,132 - 85,132 39,001 - 39,001
57,642 - 57,642 43,904 - 43,904
1,011 - 1,011 - - -
488,467 - 488,467 354,218 - 354,218
729,439 - 729,439 917,115 - 917,115
98,116 - 98,116 83,418 - 83,418
726,801 - 726,801 353,170 - 353,170
1,554,356 - 1,554,356 1,353,703 - 1,353,703
(1,065,889) - (1,065,889) (999,485) - (999,485)
578,642 - 578,642 1,564,464 - 1,564,464
(2,588,224) - (2,588,224) 2,162,254 - 2,162,254
230,593 - 230,593 243,644 - 243,644
8,000 8,000 - - -
134,900 - 134,900 141,600 - 141,600
(1,636,089) - (1,636,089) 4,111,962 - 4,111,962
(2,701,978) - (2,701,978) 3,112,477 - 3,112,477
17,792,333 - 17,792,333 14,679,856 - 14,679,856
$ 15,090,355 $ - $15,090,355 $17,792,333 $ - $17,792,333

The accompanying notes are an integral part of these financial statements.
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LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Statement of Functional Expenses
for the year ended June 30, 2022

Program Services

Total
Challenge Equestrian Buckley Outdoor Program Management
Course Program Wildlife Adventure Services Fundraising and General Total
Personnel:
Salaries $ 76,221 $ 83,024 $ 40,590 $ 112,756 $ 312,591 $ 65,399 $ 282,700 $ 660,690
Payroll taxes 3,156 6,870 3,586 6,698 20,310 4,885 24,159 49,354
Employee benefits 6,506 6,423 2,907 6,506 22,342 9,004 59,613 90,959
Total personnel expenses 85,883 96,317 47,083 125,960 355,243 79,288 366,472 801,003
Nonpersonnel:
Program expenses 36,813 46,838 795 64,938 149,384 - 643 150,027
Farm expenses 1,603 440 767 34 2,844 159 88,683 91,686
Investment fees and taxes 16,485 13,015 7,051 17,925 54,476 - 34,914 89,390
Insurance 14,586 11,517 6,439 15,848 48,390 5,065 25,843 79,297
Board and staff development 2,449 2,035 - 10,070 14,553 4,849 504 19,906
Telephone and utilities 375 5,217 9,093 1,893 16,578 1,815 23,762 42,155
Repairs and maintenance 150 168 5,852 1,735 7,905 - 33,921 41,826
Advertising 2,333 1,842 998 2,537 7,710 796 4,145 12,651
Copier and computers 3,473 2,742 1,485 3,776 11,476 1,119 6,238 18,833
Buckley Wildlife expenses 208 164 15,471 225 16,068 - 439 16,507
Professional services - 59 - - 59 3,037 110,553 113,649
Real estate lease expenses 1,770 1,397 757 1,996 5,920 - 3,749 9,669
Travel - 3,381 - 1,054 4,435 810 7,444 12,689
Office expenses 1,245 - 475 907 2,627 499 4,693 7,819
Membership dues 815 809 133 2,837 4,594 218 439 5,251
Taxes, fees, and licenses 902 713 177 2,771 4,563 273 57 4,893
Interest expense 6,255 4,938 2,676 6,801 20,669 - 13,247 33,916
Meetings and conferences 531 417 228 575 1,750 169 951 2,871
Postage and printing 59 46 25 63 194 20 104 318
Miscellaneous - - - - - - - -
Total nonpersonnel expenses 90,052 95,737 52,421 135,986 374,196 18,829 360,328 753,353
Total expenses $ 175,935 $ 192,054 $ 99,504 $ 261,946 $ 729,439 $ 98,116 $ 726,801 $ 1,554,356

The accompanying notes are an integral part of these financial statements.
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LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Statement of Functional Expenses
for the year ended June 30, 2021

Program Services

Total
Challenge Equestrian Buckley Outdoor Program Management
Course Program Wildlife Adventure Services Fundraising and General Total
Personnel:
Salaries $ 110,286 $ 117,145 $ 64,926 $ 132,085 $ 424,442 $ 55,238 $ 78,362 $ 558,042
Payroll taxes 9,653 9,087 4,045 13,905 36,690 5,109 9,811 51,610
Employee benefits 15,738 18,704 8,389 14,841 57,672 7,587 11,385 76,644
Total personnel expenses 135,677 144,936 77,360 160,831 518,804 67,934 99,559 686,297
Nonpersonnel:
Program expenses 17,107 31,374 2,299 63,946 114,726 - 1,274 116,000
Farm expenses 765 604 327 832 2,528 187 105,322 108,037
Investment fees and taxes 16,717 13,198 7,150 18,177 55,242 - 35,405 90,647
Insurance 10,958 8,652 4,837 11,906 36,353 3,805 19,414 59,572
Board and staff development 2,968 2,466 1,638 12,205 19,277 4,849 0 24,126
Telephone and utilities 6,281 5,167 2,594 6,811 20,853 1,451 11,396 33,700
Repairs and maintenance 11,963 12,211 4,788 11,821 40,783 - 23,012 63,795
Advertising 4,449 3,512 1,903 4,838 14,702 1,518 7,905 24,125
Copier and computers 3,024 2,387 1,293 3,288 9,992 974 5,431 16,397
Buckley Wildlife expenses 268 212 19,978 291 20,749 - 567 21,316
Professional services 3,718 2,945 1,617 4,039 12,319 537 7,239 20,095
Real estate lease expenses 2,374 1,874 1,015 2,676 7,939 - 5,027 12,966
Travel 1,603 1,805 686 2,029 6,123 608 2,789 9,520
Office expenses 1,017 822 487 1,160 3,486 975 10,827 15,288
Membership dues 968 961 158 3,370 5,457 259 521 6,237
Taxes, fees, and licenses 767 606 328 834 2,535 232 1,392 4,159
Interest expense 7,004 5,529 2,996 7,615 23,144 - 14,833 37,977
Meetings and conferences 191 150 82 207 630 61 342 1,033
Postage and printing 86 68 37 93 284 29 153 466
Miscellaneous 360 284 154 391 1,189 - 761 1,950
Total nonpersonnel expenses 92,588 94,827 54,367 156,529 398,311 15,484 253,611 667,406
Total expenses $ 228,265 $ 239,763 $ 131,727 $ 317,360 $ 917,115 $ 83,418 $ 353,170 $ 1,353,703

The accompanying notes are an integral part of these financial statements.
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LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Statements of Cash Flows
and the years ended June 30, 2022 and 2021

2022 2021
Cash flows from operating activities:
Change in net assets $ (2,701,978) 3,112,477
Adjustment to reconcile change in net assets
to net cash provided (used) by operating activities:
Depreciation 80,390 103,890
Unrealized losses (gains) on investments 2,588,224 (2,162,254)
Realized (gains) losses on investments (578,642) (1,564,464)
(Increase) decrease in operating assets:
Accounts receivable, net (30,381) (7,371)
Prepaid expenses 27,701 (24,628)
Increase (decrease) in operating liabilities:
Accounts payable (19,817) 15,300
Accrued expenses (33,308) 19,313
Deferred revenue (4,228) 9,351
Net cash used in operating activities (672,040) (498,386)
Cash flows from investing activities:
Purchase of property and equipment (107,164) (17,767)
Purchase of investments (4,235,805) (3,591,021)
Proceeds from sales or maturities of investments 4,892,130 4,208,022
Net cash provided by investing activities 549,161 599,234
Cash flows from financing activities:
PPP loan forgiveness (134,900) (141,600)
Principal payments on notes payable (50,970) (30,496)
Proceeds from issuance of notes payable 32,104 -
Proceeds from Payroll Protection Program loan - 134,900
Net cash (used in) financing activities (153,766) (37,196)
Net (decrease) increase in cash (276,645) 63,653
Cash, beginning of year 383,327 319,674
Cash, end of year $ 106,682 383,327
Supplemental Disclosure of Cash Flow Information:
Cash paid for interest $ 33,916 37,977
In-kind contribution of property and equipment $ - 9,500

The accompanying notes are an integral part of these financial statements.
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LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Notes to the Financial Statements
as of and for the years ended June 30, 2022 and 2021

Note A — Organization

The Cleveland Home, Inc. (The Home) was established in 1875 for the purpose of providing residential
care to orphaned female children. Effective July 1, 2002, the Board of The Home and the Board of Life
Adventure Camp, Inc. (LAC), implemented a Plan of Merger (Plan). Under the Plan, LAC merged with
The Home, which became the surviving corporation. The Plan called for a transfer of all assets of LAC
and the assumption of only specified debts and obligations and excluded the assumption of any other
liability that was known or unknown to The Home at the effective date of the merger.

During fiscal year 2003, The Home implemented a Master Plan of Corporate Reorganization (Master
Plan). The Board of Directors had determined, on recommendation of counsel and the Corporate
Reorganization Task Force, to implement a corporate reorganization that established two supporting
organizations. The Master Plan called for the establishment of the John Cleveland Foundation, Inc., a
non-stock, non-profit corporation, to act as an endowment fund to support The Home. All cash and
financial assets not necessary for operating funds were transferred to the new corporation.

The Master Plan also called for the establishment of Cleveland Holdings, Inc., a non-stock, non-profit
corporation, for holding title to and managing real and personal property for the Home. All real property,
and such personal property as the Board deemed appropriate, were transferred to the new corporation
during fiscal year 2006.

During 2018, the respective Board of Directors of each of The Cleveland Holdings, Inc., the John
Cleveland Foundation, Inc., and Cleveland Holdings, Inc. approved a plan for all three organizations to
merge into one organization effected January 1, 2019, with the three corporations described above
referred to as the Life Adventure Center of the Bluegrass, Inc. (the “Organization” or “LACB”). The new
Organization’s year-end was also changed to June 30",

In its current iteration, LACB uses outdoor adventure to transform lives affected by trauma and build more
resilient people for a better world. They provide multiple experiential and adventure programs to groups
across central Kentucky, primarily focusing their efforts on trauma-affected populations, with a goal of
building participant’s resilience and self-regulation skills.

LACB’s main programs use the following modalities and facilities:

Challenge Course — The LACB challenge course is a series of low and high ropes initiatives that use the
principles of adventure therapy to build self-confidence, communication skills, team working abilities, and
leadership skills. Through carefully sequenced activities, participants gain a better understanding of how
individual behaviors affect a group and implement problem-solving skills by taking risks in a safe and
supportive environment.

Equestrian Program — The LACB equestrian program builds resilience through equine assisted learning
activities, equine vocational training, and recreational riding lessons. This program utilizes the horse as
a partner in exploring positive development of communication, self-respect, confidence, trust,
accountability and conflict resolution. Sessions incorporate a variety of ground work and general
horsemanship activities such as grooming, leading, and herd observation, but can also include elements
of vaulting and equine assisted therapy. The LACB equestrian program also offers private, semi-private,
and group riding lessons for individuals age seven and up.

Buckley Wildlife — LACB took over management of the Clyde E. Buckley Sanctuary (the “Sanctuary”) in
2013. The Sanctuary was formerly managed by the National Audubon Society, and consists of over 370
acres of woodlands and meadows bordering the Kentucky River in Woodford and Franklin Counties.

-8-



LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Notes to the Financial Statements
as of and for the years ended June 30, 2022 and 2021

Within the Sanctuary, six miles of trails pass through a variety of habitats that are open to the public five
days a week. The Sanctuary has a long history of quality educational programming and a strong mission
of preserving habitat for native wildlife.

Outdoor Adventure —LACB uses outdoor adventure as a catch-all for all programs not neatly fitting in the
above categories. Outdoor adventure programs include hiking, canoeing, archery, and other high-energy
outdoor adventures to challenge each client to overcome their fears, build resilience and self-regulation
skills — powerful tools critical to trauma recovery and post traumatic growth.

Note B - Summary of Significant Accounting Policies
Basis of Accounting

LACB prepares its financial statements on the accrual basis of accounting in accordance with generally
accepted accounting principles. Accordingly, revenues are recognized when they are earned, and
expenses are recognized when they are incurred.

Cash Equivalents

Cash equivalents include investments with original maturities of three months or less which are readily
convertible to cash. Temporarily restricted cash equivalents are included on the Statements of Cash
Flows.

Accounts Receivable

Management establishes an estimated reserve for losses on its accounts based on historic loss
experience and current economic conditions. Losses are applied to the reserve when management
deems further collection efforts will not produce additional recoveries. At June 30, 2022 and 2021,
respectively, management has determined a reserve for uncollectible accounts receivable to be
unnecessary because the estimated losses are considered immaterial.

Investments

The Organization’s investments are accounted for at their fair value. Investments in marketable securities
with readily determinable fair values and all investments in debt securities are valued at their fair values
in the Statements of Financial Position. Unrealized gains and losses are included in the change in net
assets.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence and/or nature of any donor restrictions. Restricted net assets are
reclassified to unrestricted net assets upon satisfaction of the time or purpose restrictions.

The Organization reports gifts of land, building, and equipment as unrestricted support unless explicit
donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be used
to acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations about
how long those long-lived assets must be maintained, the Organization reports expirations of donor
restrictions when the donated or acquired long-lived assets are placed in service.



LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Notes to the Financial Statements
as of and for the years ended June 30, 2022 and 2021

Property and Equipment

Property and equipment are stated at cost. When properties are retired or otherwise disposed of, the
cost and related accumulated depreciation are removed from the accounts with any resulting gain or loss
reflected in income. Depreciation is provided for in amounts sufficient to relate the cost of depreciable
assets to operations over their estimated service lives on a straight-line basis ranging from five to forty
years. ltems with an individual cost of $1,000 or more are capitalized. Maintenance and repairs are
expensed as incurred. Depreciation expense was $80,390 and $103,890 for the years ended June 30,
2022 and 2021, respectively. Depreciation expense is included in farm expenses in the Statements of
Functional Expenses.

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or
grantor-imposed restrictions. Accordingly, net assets and changes therein are classified and reported as
follows:

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions.

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be met by
the passage of time or other events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity. Donor-
imposed restrictions are released when a restriction expires, that is, when the stipulated time has elapsed,
when the stipulated purpose for which the resource was restricted has been fulfilled, or both.

As of June 30, 2022 and 2021, respectively, there were no donor restrictions.
Income Tax Exemption

LACB is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code,
however the Organization is not exempt from tax imposed upon unrelated business activity income.
LACB currently has no unrelated business income and accordingly, no provision for income taxes has
been recorded.

As of June 30, 2022, there are no identified uncertain tax positions. With few exceptions, the Organization
is no longer subject to income tax examinations by tax authorities for the years before 2020.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
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 amount of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Volunteer Services

The Organization received volunteer services throughout the year that are not recognized as
contributions in the accompanying financial statements since these services are not susceptible to
objective measurement or valuation.
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LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Notes to the Financial Statements
as of and for the years ended June 30, 2022 and 2021

Compensated Absences

The Organization has a sick pay policy for full-time staff. The Organization has not accrued an amount
for compensated absences in that the amount to be used, if any, cannot be reasonably estimated.

Deferred Revenue

Deferred revenue results from the Organization recognizing revenue in the period in which the service is
performed. Accordingly, amounts received in advance are deferred until the services are provided.

Revenue and Revenue Recognition

Revenue Accounted for in Accordance with Contribution Accounting

Grants and contributions that are nonreciprocal are recognized as revenue when cash, securities, or
other assets; an unconditional promise to give; or a natification of a beneficial interest is received. The
Organization reports gifts of cash and other assets as restricted support if they are received or promised
with donor stipulations that limit the use of the donated funds to one of the Organization’s programs or to
a future year. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, net assets with donor restrictions are classified to net assets without donor
restrictions and reported in the Statements of Activities as net assets released from restrictions.

Conditional contributions contain a donor-imposed condition that represents a barrier that must be
overcome before the Organization is entitled to the assets transferred or promised. Failure to overcome
the barrier gives the donor a right of return of the assets it has transferred or gives the promisor a right
of release from its obligation to transfer its assets. Additionally, the Organization has agreements with a
local government. The agreement contains substantial conditions that must be met prior to recognition
of revenue. The donor-imposed conditions primarily consist of qualifying expenditures that must be
incurred by the Organization before the governmental agency will reimburse those expenditures.
Conditional contributions are recognized as revenue, either with or without donor restrictions, when
donor-imposed conditions are substantially met, and any barriers are overcome. Donor restrictions are
also satisfied when qualifying expenditures are incurred for the donor-specified program.

Revenue Accounted for as Contracts with Customers

Revenue is recognized when the Organization satisfies a performance obligation by transferring a
promised good to, or performing a service for, a customer. The amount of revenue recognized reflects
the consideration the Organization expects to receive in exchange for satisfying distinct performance
obligations. If a performance obligation does not meet the criteria to be considered distinct, the
Organization combines it with other performance obligations until a distinct bundle of goods and services
exists. Fees or amounts received in advance of satisfying contractual performance obligations, if any,
would be reflected as deferred revenue in the Statements of Financial Position. Revenue is recognized
either over time or at the point in time that contractual obligations are met.

Special events revenue is recognized when the events are to be held and services are provided. Any

amounts received in advance would be deferred and recognized when the performance obligations are
met.

-11 -



LIFE ADVENTURE CENTER OF THE BLUEGRASS, INC.
Notes to the Financial Statements
as of and for the years ended June 30, 2022 and 2021

Reclassifications

Certain amounts presented for the prior year have been reclassified to conform to the current year
presentation. There was no change to net assets as a result of these reclassifications.

Note C - Pension Plan

The Organization has a 403(b) Thrift Plan in which all employees who normally work 20 hours or more
per week are eligible to participate. The Organization contributes 2% of each eligible employee’s
compensation. In addition, the Organization matches 100% of the first 1% of the employee’s
compensation for employees with less than three years of service and 3% of the employee’s
compensation for employees with three years or more of service. For the years ended June 30, 2022 and
2021, the Organization made matching contributions to the Plan of $14,730 and $18,262, respectively.

Note D - Investments

The Organization has adopted investment and spending policies, approved by the Board of Directors, for
invested assets that attempt to provide a predictable stream of funding to programs supported by its
investments while seeking to maintain the purchasing power of these invested assets over the long-term.
The Organization’s investment policy establishes an achievable return objective through diversification
of asset classes. The current long-term return objective is to achieve growth at a rate higher than the
rate of inflation. Actual returns in any given year may vary from this objective. To satisfy its long-term
rate-of-return objectives, the Organization relies on a total return strategy in which investment returns are
achieved through both capital appreciation (realized and unrealized) and current yield (interest and
dividends). The Organization targets a diversified asset allocation that places an emphasis on equity-
based investments to achieve its long-term return objectives within prudent risk parameters.

The spending policy calculates the amount of money annually distributed from the Organization’s
invested funds for operations and administration. The current spending policy is to distribute an amount
approximately equal to 5% of a moving five-year average of the fair market value of the invested funds.
Accordingly, over the long term, the Organization expects its current spending policy to allow its
investment assets to continue to grow beyond the original endowment contribution.

Investments are presented in the aggregate at fair market value based on quoted market prices as of
June 30, 2022 and 2021, and realized and unrealized gains and losses are recorded in the Statements
of Activities. The Organization has significant investments in stocks and mutual funds and is therefore
subject to concentration of custodial risk. Investments are made and monitored for the Organization by
an investment committee. Although the market value of investments is subject to fluctuations on a year-
to-year basis, management believes the investment policy is prudent for the long-term welfare of the
Organization.

The Board of Directors of the Organization has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of
the gift date of any donor-restricted endowment funds absent explicit donor stipulations to the contrary.
As a result of this interpretation, the Organization classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are appropriated
for expenditure by the Organization in a manner consistent with the standard of prudence prescribed by
UPMIFA. 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
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preservation of the various funds, (2) the purposes of the donor-restricted endowment funds, (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, and (7) the
Organization’s investment policies.

The Board has the responsibility to exercise ordinary business care and prudence in the spending of
these assets. Currently, the Organization does not have any donor restricted endowment funds,
therefore, the endowment fund is classified as unrestricted net assets.

A reconciliation of investments for the years ended June 30, 2022 and 2021, is as follows:

2022 2021
Investments, beginning of year $ 16,388,451  $ 13,278,736
Increase (decrease) in investments due to:
Investment income (interest, dividends, other income) 230,594 243,644
Investment appreciation (depreciation)

(realized and unrealized) (2,009,582) 3,726,718
Fees and foreign taxes (89,390) (90,647)
Appropriations of funds for expenditures (797,528) (770,000)

Investments, end of year $13,722,545 $ 16,388,451

Investments consist of the following at June 30, 2022 and 2021:
Cumulative Net

Unrealized
Appreciation
Market Cost (Depreciation)

June 30, 2022:
Cash 129,046 $ 129,046 $ -
Fixed income (bonds) 3,886,341 4,172,985 (286,644)
Equities (common stock) 9,707,158 6,596,046 3,111,112
Total 13,722,545 $ 10,898,077 $ 2,824,468

June 30, 2021:
Cash 609,682 $ 609,682 $ -
Fixed income (bonds) 3,906,061 3,835,094 70,967
Equities (common stock) 11,872,708 6,092,774 5,779,934
Total 16,388,451 $ 10,537,550 $ 5,850,901
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Note E - Fair Value Measurements

For financial statement reporting purposes, fair value is defined as the price that would be received for
an asset or paid to transfer a liability (an exit price) in the Organization’s principal or most advantageous
market for the asset or liability in an orderly transaction between market participants on the measurement
date.

A fair value hierarchy has been established for financial reporting purposes, which requires the
Organization to maximize the use of observable inputs and minimize the use of unobservable inputs
when measuring fair value. There are three levels within its hierarchy that may be used to measure fair
value:

Level 1 Inputs: Quoted prices (unadjusted) for identical assets or liabilities in active markets that
the entity has the ability to access as of the measurement date.

Level 2 Inputs: Significant other observable inputs other than Level 1 prices such as quoted prices
for similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable data.

Level 3 Inputs: Significant unobservable inputs that reflect the Organization’s own assumptions
about the assumptions that market participants would use in pricing an asset or liability.

In many cases, a valuation technique used to measure fair value includes input from multiple levels of
the fair value hierarchy. The lowest level of significant input determines the placement of the entire fair
value measurement in the hierarchy.

The fair value of the Organization’s investments are based on quoted market values and are measured
using Level 1 inputs. The Organization did not hold financial instruments for trading purposes at June
30, 2022 and 2021, respectively.

The fair value of the Organization’s other financial instruments are based on estimates. These estimates
are made at a specific point in time based on relevant market information and information about the
financial instrument. These estimates are subjective in nature, involve matters of judgment and,
therefore, cannot be determined with precision. Estimated fair values are significantly affected by the
assumptions used.

The carrying amounts of cash, receivables, prepaid expenses, other assets, payables, accrued
expenses, other liabilities, and long-term debt as reported in the accompanying Statements of Financial
Position approximate their fair values due to their short-term maturity, to being readily converted to a
known amount, or other observable inputs. As such, these instruments are measured using Level 1
inputs.
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Fair values of assets and liabilities measured on a recurring basis at June 30, 2022 and 2021, are as
follows:

Fair Value Measurements Using:

Level 1 Level 2 Level 3
June 30, 2022:
Investments:
Cash $ 129,046 $ - 3 -
Fixed income 3,886,341 - -
Equities 9,707,158 - -
Total $ 13,722,545 % -9 -

Fair Value Measurements Using:

Level 1 Level 2 Level 3
June 30, 2021:
Investments:
Cash $ 609,682 $ - $ -
Fixed Income 3,906,061
Equities 11,872,708
Total $ 16,388,451 $ - $ -

Note F - Notes Payable

The Organization has a commercial loan agreement with a bank with a fixed interest rate of 4.68%,
requires monthly principal and interest payments of $4,823 that began in June 2018, and continues until
May 2025, at which point a lump sum payment of approximately $704,000 is due. The note is secured
by $2,000,000 of the Organization’s investments. At June 30, 2022 and 2021, the outstanding principal
balance was $748,945 and $775,663, respectively.

During September 2014, the Organization also entered into a construction loan with a bank to fund the
construction of a bunkhouse for a maximum amount of $175,000. The note accrues interest at the Wall
Street Journal’s prime rate (3.25% at June 30, 2021) with a maximum rate of 4.75%. Monthly principal
and interest payments of $1,710 are due until the note’s maturity in June 2025. The note is secured by
the Organization’s investments and the Organization must maintain a minimum balance of $250,000 in
the investment account. At June 30, 2022 and 2021, the outstanding principal balance on this note was
$59,016 and $77,383, respectively.

In July 2021, the Organization purchased a John Deere tractor for approximately $40,000, trading-in a
John Deere tractor with a trade-in value of $8,000. The remaining approximately $32,000 was financed
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at no interest with sixty monthly payments of $535. At June 30, 2022, the outstanding principal balance
was $26,219.

Interest expense, as it relates to the above loans, was $33,916 and $37,977 for the years ended June
30, 2022 and 2021, and is included in farm expenses on the respective Statements of Functional
Expenses.

As of June 30, 2022, future maturities on notes payable are as follows:

June 30,
2023 $ 47,979
2024 49,979
2025 729,266
2026 6,421
Thereafter 535
Total $ 834,180

Note G — Payroll Protection Program Loan and Loan Forgiveness

On April 24, 2020, the Organization received loan proceeds in the amount of $141,600 under the
Paycheck Protection Program (“PPP”). The PPP, established as part of the Coronavirus Aid, Relief and
Economic Security Act (“CARES Act”), provides for loans to qualifying businesses for amounts up to 2.5
times of the average monthly payroll expenses of the qualifying business. The loans and accrued interest
are forgivable after twenty-four weeks as long as the borrower uses the loan proceeds for eligible
purposes, including payroll, benefits, rent and utilities, and maintains its payroll levels. The amount of
loan forgiveness will be reduced if the borrower terminates employees or reduces salaries during the
twenty-four-week period. Any unforgiven portion of the PPP loan is payable over two years at an interest
rate of 1%, with a deferral of payments for the first six months. In February 2021, the total amount of
$141,600 was forgiven, at which time, the amount was included as revenue from non-operating activities
in the Statement of Activities for the year ended June 30, 2021.

Also in February 2021, the Organization received $134,900 loan under the second draw of PPP. The
note has similar terms as the first PPP loan. During the fiscal year ended June 30, 2022, the Organization
applied for and received forgiveness for the total amount of $134,900 in October 2021. The total amount
of $134,900 was forgiven, at which time, the amount was included as revenue from non-operating
activities in the Statement of Activities for the year ended June 30, 2022.

Note H — Sanctuary Management Agreement

In June 2013, the Organization entered into an agreement with a company to operate the Sanctuary
through June 2017. For the management of the Sanctuary, the Organization receives quarterly
installments of the aggregate to a unitrust amount determined annually of not less than 3% and no more
than 5% of the net fair market value of the investable trust assets of the Sanctuary based on a rolling
three-year average value of the Sanctuary trust’s assets, with the average of the market value of the
assets at the end of each of the three years preceding the year of distribution. Total revenue from the
management of the Sanctuary for the years ended June 30, 2022 and 2021 was $57,642 and $43,904,
respectively.
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Note | - Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of the June 30, 2022 and 2021 Statements of Financial Position, respectively,
comprise the following:

Financial assets at year-end: 2022 2021
Cash $ 106,682 $ 383,327
Accounts receivable 42,940 12,559
Investments 13,722,545 16,388,451

Total financial assets 13,872,167 16,784,337

Less general expenditures due within one year (89,366) (138,389)

Net financial assets available for
general expenditure within one year $ 13,782,801 $ 16,645,948

Note J - Management’s Review of Subsequent Events

The Organization has evaluated and considered the need to recognize or disclose subsequent events
through June 26, 2023, which represents the date that these financial statements were available to be
issued. Subsequent events past this date, as they pertain to the year ended June 30, 2022, have not
been evaluated by the Organization.

Note K — Upcoming Pronouncements

On February 25, 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). This new standard,
which the Organization is not required to adopt until its fiscal year ending June 30, 2023, is intended to
improve financial reporting about leasing transactions by requiring entities that lease assets to recognize
on their balance sheet the assets and liabilities for the rights and obligations created by those leases,
and to provide additional disclosures regarding leases. Leases with terms (as defined in the ASU) of
twelve months or less are not required to be reflected on an entity’s balance sheet.
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