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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors and Management 
Palomar Health Development, Inc. 
Escondido, California 
 
Opinion 

We have audited the accompanying financial statements of Palomar Health Development, Inc. (a nonprofit 
organization), which comprise the statements of financial position as of June 30, 2025 and 2024, the related 
statements of activities, functional expenses, and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
Palomar Health Development, Inc. as of June 30, 2025 and 2024, and the changes in its net assets and its cash flows 
for the 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 Palomar Health Development, 
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 Palomar Health Development, Inc.’s ability to continue 
as a going concern within one year after the date that the financial statements are available to be issued. 
 
Auditor’s Responsibilities for the Audit 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 auditor’s 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 there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements. 
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INDEPENDENT AUDITOR’S REPORT, CONTINUED 
 
 
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 
Palomar Health Development, 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 Palomar Health Development, 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. 
 
 

 
 
San Diego, California 
December 11, 2025 
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2025 2024

ASSETS

Current Assets:

Cash $ 718,823        $ 2,255,488     

Grants receivable 774,829 1,131,684     

Prepaid expenses 3,870            3,582            

Total Assets $ 1,497,522     $ 3,390,754     

LIABILITIES AND NET ASSETS

Current Liabilities:

Line of credit - Palomar Health $ -                   $ 1,683,571     

Accounts payable - Palomar Health 667,595        1,071,066     

Accounts payable - other 21,031          375              

Total Liabilities 688,626        2,755,012     

Net Assets:

Without donor restrictions 798,744        518,294        

With donor restrictions 10,152          117,448        

Total Net Assets 808,896        635,742        

Total Liabilities and Net Assets $ 1,497,522     $ 3,390,754     
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Without Donor With Donor

Restrictions Restrictions Total

Revenue and Support:

Grant revenue $ 3,605,294     $ 7,000            $ 3,612,294     

Other income 5,201            -                   5,201            

Net assets released from restrictions:

Satisfaction of program restrictions 11,968          (11,968)         -                   

Satisfaction of time restrictions 102,328        (102,328)       -                   

Total Revenue and Support 3,724,791     (107,296)       3,617,495     

Expenses:

Program services 2,926,458     -                   2,926,458     

General and administrative 517,883        -                   517,883        

Total Expenses 3,444,341     -                   3,444,341     

Changes in Net Assets 280,450        (107,296)       173,154        

Net Assets, beginning 518,294        117,448        635,742        

Net Assets, ending $ 798,744        $ 10,152          $ 808,896        
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Without Donor With Donor

Restrictions Restrictions Total

Revenue and Support:

Grant revenue $ 3,747,192     $ 7,000            $ 3,754,192     

Other income 22,818 -                   22,818          

Net assets released from restrictions:

Satisfaction of program restrictions 7,585            (7,585)           -                   

Satisfaction of time restrictions 66,925 (66,925)         -                   

Total Revenue and Support 3,844,520     (67,510)         3,777,010     

Expenses:

Program services 3,068,558 -                   3,068,558

General and administrative 498,918        -                   498,918        

Total Expenses 3,567,476     -                   3,567,476     

Changes in Net Assets 277,044        (67,510)         209,534        

Net Assets, beginning 241,250        184,958        426,208        

Net Assets, ending $ 518,294        $ 117,448        $ 635,742        
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Program General and

Services Administrative Total

Salaries and wages $ 1,503,126     $ 265,258        $ 1,768,384     

Employee benefits 450,938        79,577          530,515        

Professional fees 323,450        20,200          343,650        

Purchased services 227,896        -                   227,896        

Building rent 187,185        -                   187,185        

Interest -                   102,328        102,328        

Supplies 53,611          -                   53,611          

Consulting fees -                   42,000          42,000          

Incentives 37,000          -                   37,000          

Training 34,014          -                   34,014          

Emergency needs for clients 27,611          -                   27,611          

Parent activities 25,668          -                   25,668          

Travel 23,003          -                   23,003          

Dues and subscriptions 15,517          -                   15,517          

Other 6,413            2,134            8,547            

Utilities 7,221            -                   7,221            

Repairs and maintenance -                   6,186            6,186            

License fees 2,349            200              2,549            

Equipment rent 1,456            -                   1,456            

$ 2,926,458     $ 517,883        $ 3,444,341     
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Program General and

Services Administrative Total

Salaries and wages $ 1,573,536     $ 276,446        $ 1,849,982     

Employee benefits 469,961        82,934          552,895        

Professional fees 363,500        19,800          383,300        

Purchased services 260,601        -                   260,601        

Building rent 160,160        -                   160,160        

Interest -                   66,925          66,925          

Supplies 47,406          -                   47,406          

Parent activities 42,633          -                   42,633          

Consulting fees -                   42,000          42,000          

Incentives 36,505          -                   36,505          

Training 23,338          -                   23,338          

Travel 20,944          -                   20,944          

Emergency needs for clients 18,698          -                   18,698          

Other 12,571          5,674            18,245          

Repairs and maintenance 10,149          5,139            15,288          

License fees 12,175          -                   12,175          

Utilities 8,923            -                   8,923            

Dues and subscriptions 6,050            -                   6,050            

Equipment rent 1,408            -                   1,408            

$ 3,068,558     $ 498,918        $ 3,567,476     
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2025 2024

Cash Flows from Operating Activities:

Changes in net assets $ 173,154        $ 209,534        

Adjustments to reconcile changes in net assets to net cash

  provided by operating activities:

Line of credit discount - Palomar Health 102,328        66,925          

Changes in operating assets and liabilities:

Grants receivable 356,855        (530,798)       

Prepaid expenses (288)             (235)             

Accounts payable - Palomar Health (403,471)       364,490        

Accounts payable - other 20,656          (2,062)           

Net Cash Provided by Operating Activities 249,234        107,854        

Cash Flows Used by Financing Activity:

Net activity on line of credit - Palomar Health (1,785,899)    (120,000)       

Net Change in Cash (1,536,665)    (12,146)         

Cash, beginning 2,255,488     2,267,634     

Cash, ending $ 718,823        $ 2,255,488     

Supplemental Disclosures of Noncash Financing Activities:

Interest relieved from restrictions as contribution $ 102,328        $ 66,925          
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Note 1 - Organization and Summary of Significant Accounting Policies 

Nature of Activities 
Palomar Health Development, Inc. (the Organization) is a California charitable nonprofit public benefit corporation 
organized in January 2005 to support Palomar Health (PH), a California local health care district, by acquiring grant 
funding. 
 
Use of Estimates 
The preparation of financial statements in conformity with generally accepted accounting principles (GAAP) requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, 
actual results could differ from those estimates. 
 
Financial Statement Presentation 
The financial statements of the Organization have been prepared in accordance with GAAP, which requires the 
Organization to report information regarding its financial position and activities according to the following net asset 
classifications: 

Net assets without donor restrictions – Net assets that are not subject to donor-imposed restrictions and may be 
expended for any purpose allowable under Internal Revenue Code (IRC) Section 501(c)(3) in performing the 
primary objectives of the Organization. These net assets may be used at the discretion of the Organization's 
management and the Board of Directors. 
 
Net assets with donor restrictions – Net assets subject to stipulations imposed by donors and grantors. Some 
donor restrictions are temporary in nature; those restrictions will be met by actions of the Organization or by the 
passage of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated the funds be 
maintained in perpetuity.  
 

The Organization did not have any donor restrictions that were perpetual in nature for the years ended June 30, 2025 
and 2024. Donor restricted contributions are reported as increases in net assets with donor restrictions. When a 
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without donor 
restrictions in the statements of activities. 
 
Fair Value Measurements 
The Organization defines fair value as the exchange price that would be received for an asset or paid for a liability in 
the principal or most advantageous market. The Organization applies fair value measurements to assets and liabilities 
that are required to be recorded at fair value under GAAP. Fair value measurement techniques maximize the use of 
observable inputs and minimize the use of unobservable inputs. 
 
The carrying value of cash, receivables, prepaids, and payables approximate fair values as of June 30, 2025 and 
2024, due to the relative short maturities of these instruments. 
 

Grants Receivable 
Grants receivable arise in the normal course of business. It is the policy of management to review the outstanding 
receivables at year end, as well as the credit losses experienced in the past, and establish an allowance for credit 
losses for uncollectible amounts. Management believes all receivables are fully collectible. Therefore, no allowance for 
credit losses is considered necessary. 
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Years Ended June 30, 2025 and 2024 
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Note 1 - Organization and Summary of Significant Accounting Policies, continued 

Revenue Recognition 

Grant Revenue 
Grant revenues for the Organization primarily consist of fee-for-service contracts and grants awarded by governmental 
agencies. Revenue for grants with conditions is recorded when the conditions are met, which is typically when 
services are performed.  
 
Contributions 
Contributions received are recorded as net assets without donor restrictions or net assets with donor restrictions, 
depending on the existence and/or nature of any donor-imposed restrictions. Donor-restricted contributions are 
reported as an increase in net assets with donor restrictions, depending on the nature of restriction. When a restriction 
expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), net assets with donor 
restrictions are reclassified to net assets without donor restrictions and reported in the statements of activities as net 
assets released from restrictions.  
 
Functional Expense Allocations  
The financial statements report certain categories of expenses that are attributable to more than one program or 
supporting function. These expenses are reported on a reasonable basis that is consistently applied. Indirect 
expenses are allocated to salaries and benefits to the program they relate to. All other expenses are broken out by 
accounts and can be directly charged to the appropriate function based upon actual expenses and time and effort. 
 
Income Taxes 
The Organization is exempt from income taxes under Section 501(c)(3) of the IRC and Section 23701(d) of the 
California Revenue and Taxation Code. The Organization has been determined by the Internal Revenue Service (IRS) 
not to be a private foundation within the meaning of Section 509(a) of the IRC. The Organization may be subject to tax 
on income which is not related to its exempt purpose. For the years ended June 30, 2025 and 2024, no such 
unrelated business income was reported and, therefore, no provision for income taxes has been made. 
 
The Organization has considered the tax positions taken in its tax returns and believes that all of the positions taken 
by the Organization in its federal and state exempt organization tax returns are more likely than not to be sustained 
upon examination. 
 
Subsequent Events 
The Organization has evaluated subsequent events through December 11, 2025, which is the date the financial 
statements were available to be issued. 
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Notes to Financial Statements 

Years Ended June 30, 2025 and 2024 
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Note 2 - Concentrations of Credit Risk 

Cash 
The Organization maintains cash accounts at various financial institutions. The balances at times may exceed Federal 
Deposit Insurance Corporation (FDIC) limits. Accounts at each financial institution are insured by the FDIC up to 
$250,000. 
 
Grant Revenue 
The Organization and the First 5 Commission of San Diego (the Commission) entered into an agreement to provide 
health development services for children from birth through five years of age. The contract term is through June 30, 
2026. The Healthy Development Services Program, funded by the Commission, provided 51% and 52% of the 
Organization’s grant revenue for the years ended June 30, 2025 and 2024, respectively, and 45% and 40% of the 
Organization’s grants receivable at June 30, 2025 and 2024, respectively.  
 
The Organization and the Commission entered into an agreement to provide targeted home visiting initiative services. 
The contract term is through June 30, 2026. First 5 First Steps, funded by the Commission, provided 40% and 38% of 
the Organization’s grant revenue for the years ended June 30, 2025 and 2024, respectively, and 44% and 52% of the 
Organization’s grants receivable at June 30, 2025 and 2024, respectively. 
 
The Organization and the San Diego County Sheriff’s Department (the Department) entered into an agreement to 
provide victim services. The contract term is through December 31, 2024. The Victim Services Program, funded by the 
Department, was 11% and 9% of the Organization’s grants receivable at June 30, 2025 and 2024, respectively.  
 
 
Note 3 - Liquidity and Availability of Resources 

The Organization does not typically receive significant donations of restricted cash or other assets requiring long-term 
(more than 12 months) management practices. Grants awarded or restricted donations are typically current activities, 
and such awards are consumed within the current fiscal period for the intended purpose or are received as 
reimbursements after approved expenditures are documented. 
 
The Organization had a $3,400,000 credit line from PH to support general operations as needed. Financial statements 
and cash needs are reviewed periodically by the Organization’s Board of Directors and (if necessary) draw requests 
are reviewed for approval. At June 30, 2024, the available credit limit on the line of credit was approximately 
$1,700,000. During October 2024, the Organization fully repaid its line of credit with PH. As of June 30, 2025, the 
Organization no longer maintains a line of credit facility with PH.  
 
The Organization’s financial assets available within one year of the statement of financial position date for general 
expenditures are as follows at June 30: 
 

2025 2024

Cash $ 718,823        $ 2,255,488

Grants receivable 774,829        1,131,684

    Total financial assets 1,493,652     3,387,172     

    Less amounts restricted by donor with purpose restrictions          (10,152)          (15,120)

Financial assets available to meet cash needs for general 

  expenditures within one year $ 1,483,500     $ 3,372,052     
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Notes to Financial Statements 

Years Ended June 30, 2025 and 2024 
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Note 4 - Net Assets 

Net assets with donor restrictions are available for the following purposes at June 30: 
 

2025 2024

Interest on note payable to PH $ -                   $ 102,328        

Child Sexual Abuse Program 9,908            14,876          

Sexual Assault Response Team Staff Ed. 244              244              

$ 10,152          $ 117,448        
 

 
Net assets were released from donor restrictions by incurring expenses to satisfy program restriction or passage of 
time. For the years ended June 30, 2025 and 2024, interest on the note payable to PH of $102,328 and $66,925 were 
released from donor restrictions, respectively. 
 
 
Note 5 - Related Party Transactions 

Financial and Accounting Services Agreement 
The Organization has a financial and accounting service agreement with PH. Under the agreement, PH provides 
managerial, administrative, financial, and accounting services to the Organization. The value of services provided by 
PH is reimbursed by the Organization and included in accounts payable. The reimbursed expenses included all payroll 
services as well as other expenses. The amount of expenses reimbursed by the Organization to PH during the years 
then ended June 30, 2025 and 2024, were $4,162,932 and $3,629,313, respectively. At June 30, 2025 and 2024, the 
amount due to PH was $667,595 and $1,071,066, respectively. 
 
Note Payable and Line of Credit 
At June 30, 2024, the Organization had a note payable to PH that was interest-free, required 60 monthly payments of 
$10,000, and had a balloon payment due on January 24, 2026. During October 2024, the Organization fully repaid its 
note payable to PH. Upon repayment of the note, the remaining unamortized discount of $102,328 was recognized as 
interest expense. 
 
Imputed interest expense of $102,328 and $66,925 was recognized in the statements of activities for the years ended 
June 30, 2025 and 2024, respectively. There was no unamortized discount related to this agreement at June 30, 2025 
and $102,328 at June 30, 2024. 
 
 
Note 6 - Operating Lease 

The Organization reimburses PH for building space related to the First 5 program. There is no formal lease agreement 
between PH and the Organization, and the arrangement is on a month-to-month basis. Rent expense was $187,185 
and $160,160 for the years ended June 30, 2025 and 2024, respectively. 
 
 
 


