


























THE F.A.R.M. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2007

Nature of activities:

The F.ARM Institute, Inc.(the "Organization"), a not-for-profit corporation located in
Edgartown, Massachusetts, was formed in February 2000 under the laws of the
Commonwealth of Massachusetts. The mission of the organization is to revitalize and
promote the importance of agriculture and the stewardship of the natural resources of
Martha’s Vineyard Island through farming education programs. The Organization operates
exclusively for charitable and educational purposes.

Summary of significant accounting policies:
Financial statement presentation:

The financial statements of the Organization have been prepared on the accrual method of
accounting. Accordingly, assets are recorded when the Organization obtains the rights of
ownership or is entitled to claims for receipt, and liabilities are recorded when the
obligation is incurred.

The Organization’s net assets and change in net assets are required to be reported into three
classes; unrestricted, temporarily restricted and permanently restricted; according to
externally (donor) imposed restrictions as follows:

Unrestricted net assets represent net assets that are not subject to donor-imposed
stipulations and include all revenues and expenses associated with the principal mission of
the Organization. The Board of Directors has discretionary control over all of these assets.
The Board may elect to designate such resources for specific purposes. This designation
may be removed at the Board’s direction.

Temporarily restricted net assets carry specific, donor-imposed restrictions on the
expenditures or other use of contributed funds. Temporary restrictions may expire either
because of the passage of time or because certain actions are taken which fulfill the
restrictions.  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.

Permanently restricted net assets are those that are subject to donor-imposed restrictions
which will never lapse, thus requiring that the funds be retained permanently to use or
expend part or all of the economic benefits derived from the donated assets. Investment
income may be either an unrestricted or temporarily restricted resource when earned,
determined according to the gift instrument.-



THE F.A.RM. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2008 AND 2007

Summary of significant accounting policies (continued):

The Organization currently has no net assets reportable as permanently restricted net
assets.

Use of 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 amounts of revenue and expenses during
the reporting period. Actual results could differ from those estimates

Cash and cash equivalents:

The Organization considers all short-term debt securities purchased with a maturity of
three months or less, when purchased, to be cash equivalents.

The Organization maintains its cash in bank deposit accounts which, at times, may exceed
federally insured limits. The Organization has not experienced any losses in such
accounts. The Organization believes it is not exposed to any significant credit risk on such
accounts.

Included in cash were amounts designated by the Board for capital improvement of $0 and
$2,744 at December 31, 2008 and 2007, respectively.

Investments:

Investments are reported at fair value. The investments of the Organization consist of
several mutual funds invested in one fund family.

Property and equipment:

The Organization capitalizes expenditures for property and equipment at cost. Contributed
property and equipment is recorded at fair value at the date of donation. In the absence of
donor stipulations regarding how long the contributed assets must be used, the
Organization has adopted a policy in which all contributions of property and equipment,
and of assets contributed to acquire property and equipment, are recorded as restricted
support and are released from restrictions when the property is placed in service.
Maintenance and repairs are charged to operations when incurred. When property and
equipment is sold or otherwise disposed of, the asset account and related accumulated
depreciation accounts are relieved, and any gain or loss is included in operations.
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THE F.A.RM. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2008 AND 2007

Summary of significant accounting policies (continued):

The cost of property and equipment is depreciated over the estimated useful lives of the
related assets. Depreciation is computed on the straight line method.

The useful lives of property and equipment for purposes of computing depreciation are:

Livestock and equipment 5—-10 years
Buildings and improvements 39 years
Leasehold and land improvements 15 —31 years

Depreciation expense totaled $50,909 and $46,251 in 2008 and 2007, respectively.

Included in leasehold improvements were $25.000 and $2,000 of construction-in-progress at
December 31, 2008 and 2007, respectively. The Organization has contracted for an additional
$67,000 of leasehold improvements at December 3 1, 2008.

Restricted Cash:

Restricted cash consists of amounts contributed by donors which have been restricted to the use of
paying for the work of certain future capital improvements.

Recognition of donor restrictions:

All donor-restricted support is reported as an increase in temporarily or permanently restricted net
assets depending on the nature of the restriction. Contributions and pledges intended for use in
future periods are recorded as temporarily restricted net assets. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets.

Contributions, gifts and grants:

The Organization records contributions, gifts and grants as receivables and revenues. The
organization distinguishes between contributions received for each net asset category in
accordance with donor imposed restrictions. Contributions are recorded as revenue when
the pledge is verified or received. Such contributions are considered to be available for
unrestricted use unless specifically restricted by the donor or grantor. Contributions of
assets other than cash are recorded at their fair value, and as of the date of the gift.
Conditional promises to give, which depend on the occurrence of a specified future and
uncertain event to bind the promisor, are recognized when the conditions on which they
depend are substantially met.
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THE F.A.R.M. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2008 AND 2007

Summary of significant accounting policies (continued):

The Organization recognizes donated services that create or enhance nonfinancial assets or
that require specialized skills, as provided by individuals possessing those skills, and
would typically need to be purchased if not donated. The Organization also receives
services from a large number of volunteers who give significant amounts of their time to
the Organization’s program, administrative and fund-raising efforts but which do not meet
the criteria for financial statement recognition.

The Organization received approximately 38% and 53% of its contributions from several
contributors in 2008 and 2007, respectively.

Taxes:

The Organization is a tax-exempt entity, qualifying under section 501(c)(3) of the Internal Revenue
Code. The tax exempt status qualifies for both Federal and State taxing authorities.

Advertising:

The Organization expenses advertising costs as incurred.

Functional expenses:

The costs of providing various programs and other activities of the Organization have been
summarized on a functional basis in the statement of activities. Accordingly, certain costs have
been allocated between the program and supporting services benefitted.

Investments:

The following schedule summarizes the investment return in the statement of activities:

2008 2007
Interest and dividend income $ 13,946 $ 30,780
Net realized and unrealized gains (losses) (113,152) 0

$ (99,206) $ 30,780
Note receivable:
$325,000 note receivable from the sale of real estate was secured by a second mortgage on the

property. This note bore interest, payable annually, at 5% for the first two years and 8% for the
third year. The note matured on December 31, 2007 and was collected during 2008.
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THE F.A.RM. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2008 AND 2007

Pledges receivable

At December 31, pledges receivable are comprised of the following:

2008 2007
Unconditional pledges $ 170,000 $ 125,000
Discount to net present value (7,200) (11,200)

§ 162,000 $ 113,800

Substantially all of the pledges receivable are from 4 and 3 contributors at December 31,
2008 and 2007, respectively. The Organization considers all of its pledges fully collectible
at December 31, 2008. The operations of the Organization would be impacted if a
significant portion of the pledges from these contributors were not collected or if they
discontinued or reduced their future contributions. Pledges receivable with a due date
extending beyond one year are discounted at 8%. Included in pledges receivable is $70,000
receivable in 2009 which restricted to construction purposes.

The Organization’s future benefit from pledges receivable at December 31, is as follows:

2008 2007
Receivable in one year or less $ 110,000 $ 40,000
Receivable in over one year and up to five years 60,000 85,000
Total pledges to be received in the future $ 170,000 $ 125,000

Restrictions on net assets:

Temporarily restricted net assets are available for the following purposes:

2008 2007
Specific program restrictions:
Capital improvement § 172,365 $ 49,250
Education 4,587 11,927
Other operating restrictions 16,018 0
Total temporarily restricted net assets $ 192,970 $ 61,177

Fair value of financial instruments:
The Organization’s significant financial instruments are cash and cash equivalents, pledges

receivable and note receivable. The carrying values of the instruments approximate fair
value.
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THE F.A.R.M. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2008 AND 2007

Non-cash contributions:

During the years ended December 31, 2008 and 2007, the Organization received the
following non-cash contributions of materials and services that have been reflected in the

financial statements of the Organization:

2008
Advertising § 0
Professional fees 23,563
Other 4,087
527650

Fundraising events:

2007

$ 6,000
0

2,071

$ 8,071

The following schedule represents the results of the Organization’s special fundraising

events:

Special Events Gross Revenues Direct Costs
2008

Meals in the Meadow $ 211,095 $ 59,854
Other 905 3,064
Total $ 212,000 $ 62918
2007

Meals in the Meadow $ 122,700 $ 56,538
CornaPalooza 9,825 13,524
Other : 1,879 227
Total $ 134,404 $ 70,289
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Net Revenues

$ 151,241
(2,159)
§_ 149,082

$ 66,162
(3,699)
1,652
$ 64,115
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THE F.A.R.M. INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2008 AND 2007

Net assets released from restrictions:

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes specified by donors as follows:

2008 2007
Purpose of restriction accomplished:
Professional fees $ 0 $ 3,480
Leasehold improvements 16,885 8,009
Scholarships given 14,975 16,025
Program expenses 31,678 55,712
Total restrictions released $ 63,538 $ 83,226

Lease:

The Organization leases its land in Edgartown Massachusetts under a 10 year lease, with
three ten year extensions, commencing on February 14, 2005. The lease contains
restrictive covenants which among other restrictions, restricts the use of the land for
agricultural purposes.

Ownership of all leasehold and land improvements will revert to the leasor at the end of
the lease.

Rent due under the lease is $3,500 for year one, and $4,500 for years two through ten. For
each year during the extension periods the $4,500 base rent is increased by the increase in
the Consumer Price Index.

Pension plan:

Beginning in 2007, the Organization offers a voluntary tax-deferred retirement plan to all
of its employees who work 32 hours or more per week. Employees are eligible to
contribute up to $15,000 of their annual salaries. The Organization will match
contributions up to 3% of an employee’s salary. Employer contributions to the pension
plan for totaled $6,600 and $5,533 the years ended December 31, 2008 and 2007,
respectively.

Related party transactions:

During 2007, the Organization paid an individual, related to the executive director,
$12,000 for temporary housing provided to staff hired for summer programs
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