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CONSIDINE CONSIDINE

CERLIFIED PUBLIC ACCOUNTANILS

arning Your Trust Since 1946

INDEPENDENT AUDITOR'S REPORT

To The Board of Directors
Helen Woodward Animal Center

We have audited the accompanying financial statésrafrHelen Woodward Animal Center, A
Nonprofit Organization, which comprise of the staémts of financial position as of December 31,
2015 and 2014, and the related statements of &esivchanges in net assets, functional expensds, a
cash flows for the years then ended, and the celadtes to the financial statements.

Management's Responsibility for the Financial Stateents

Management is responsible for the preparation amgfesentation of these financial statements in
accordance with accounting principles generallepted in the United States of America; this inck
the design, implementation, and maintenance ofnateontrol relevant to the preparation and fair
presentation of financial statements that areffic@a material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express an opinion on ¢hi@sancial statements based on our audit. We
conducted our audit in accordance with auditingdaads generally accepted in the United States of
America. Those standards require that we plarpanidrm the audit to obtain reasonable assurance
about whether the financial statements are frema fraaterial misstatement.

An audit involves performing procedures to obtaidievidence about the amounts and disclosures in
the financial statements. The procedures selegpdnd on the auditor’'s judgment, including the
assessment of the risks of material misstatemethediinancial statements, whether due to fraud or
error. In making those risk assessments, the@udbihsiders internal control relevant to the gi#tit
preparation and fair presentation of the finansiatements in order to design audit proceduresatieat
appropriate in the circumstances, but not for tinppse of expressing an opinion on the effectivenes
of the entity’s internal control. Accordingly, wgmress no such opinion. An audit also includes
evaluating the appropriateness of accounting mdiased and the reasonableness of significant
accounting estimates made by management, as welahsating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basrs f
our audit opinion.

" CERTIFIED PUBLIC ACCOUNTANTS » MEMBER OF AICPA

1501 FIFTH AVENUE, SUITE 400 « SAN DIEGO, CA 92101-3297
(619) 231-1977 « FAX: (619) 231-8244 « E-MAIL: CC@CCCPA.COM - WWW.CCCPA.COM



Opinion
In our opinion, the financial statements refereabove present fairly, in all material respedts, t
financial position of Helen Woodward Animal Cent&rNonprofit Organization, as of December 31,

2015 and 2014, and the results of its operatioddtarcash flows for the years then ended in
accordance with accounting principles generallyepted in the United States of America.

CONSIDINE & CONSIDINE
An Accountancy Corporation

August 1, 2016



HELEN WOODWARD ANIMAL CENTER
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2015AND 2014

Page 4
2015 2014
ASSETS

ASSETS
Cash and Cash Equivalents $ 3185259 $ 2,664,420
Accounts Recelvable 79,154 85,334
Inventory 32,102 23,473
Prepaid Expenses 42,604 83,754
Note Receivable from Related Party (Note 3) 134,251 215,309
Contributions Receivable (Note 4) 3,286,433 3,224,376
Investments (Note 5) 7,365,389 8,150,469
Beneficia Interest in Trusts (Note 6) 1,788,167 449,716
Life Insurance Premium Account (Note 7) 455,340 455,340
Property and Equipment (Note 9) 10,101,678 10,646,652
Investment in San Diego Foundation (Note 10) 14,569 15,219
Investment in Rancho Santa Fe Foundation (Note 11) 19,263 19,529
Other Assets 10,600 4,929

TOTAL ASSETS 26,514,809 26,038,520

LIABILITIESAND NET ASSETS

LIABILITIES
Accounts Payable and Accrued Expenses 229,843 246,088
Accrued Payroll 77,090 244,096
Accrued Compensated Absences 237,112 210,135
Deferred Compensation (Note 12) 43,852 43,527
Notes Payable (Note 13) 29,131 47,523
Capital Lease Obligation (Note 14) 26,359 40,908
Security Deposits 3,520 3,520

TOTAL LIABILITIES 646,907 835,797

NET ASSETS (Note 17)
Unrestricted 12,964,249 13,026,238
Unrestricted - Board Designated (Note 17) 3,382,842 3,796,032
Temporarily Restricted 7,885,859 6,745,501
Permanently Restricted (Note 17) 1,634,952 1,634,952

25,867,902 25,202,723
TOTAL LIABILITIESAND NET ASSETS $ 26514809 $ 26,038,520

See Accompanying Notes



HELEN WOODWARD ANIMAL CENTER

STATEMENT OFACTIVITIESAND CHANGESIN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2015

SUPPORT AND REVENUE

Contributions

Fees

Investment Return (Note 5)

Special Events, Net (Less: Direct

Benefit to Donors of $11,880)

Sales

Other Income

Rents

Contributed Goods

Change in the Value of
Split-Interest Agreements

Pledge Receivable Write-Off

NET ASSETSRELEASED
FROM RESTRICTION

EXPENSES:
Program
Fundraising
Management and General

COST OF SALES
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS - BEGINNING
OF YEAR

NET ASSETS- END
OF YEAR

Page 5
TEMPORARILY ~PERMANENTLY

UNRESTRICTED ~ RESTRICTED RESTRICTED TOTAL
$ 919,217 $ 4004169 $ - $ 4923386
4,403,303 - - 4,403,303
(277,684) - - (277,684)
960,768 - - 960,768
581,455 - - 581,455
172,090 - - 172,090
32,509 - - 32,509
145,377 - - 145,377
- 81,715 - 81,715
- (261,706) - (261,706)
6,937,035 3,824,178 - 10,761,213
2,683,820 (2,683,820) - -
6,907,177 - - 6,907,177
2,120,294 - - 2,120,294
889,413 - - 889,413
9,916,884 - - 9,916,884
179,150 - - 179,150
10,096,034 - - 10,096,034
(475,179) 1,140,358 - 665,179
16,822,270 6,745,501 1,634,952 25,202,723
$ 16,347,001 $ 7,885,859 $ 1,634,952 $ 25,867,902

See Accompanying Notes



HELEN WOODWARD ANIMAL CENTER

STATEMENT OFACTIVITIESAND CHANGESIN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2014

SUPPORT AND REVENUE
Contributions
Fees
Investment Return (Note 5)

Special Events, Net (Less: Direct
Benefit to Donors of $13,500)

Sales

Other Income

Rents

Contributed Goods

Change in the Value of
Split-Interest Agreements

NET ASSETSRELEASED
FROM RESTRICTION

EXPENSES:
Program
Fundraising
Management and General

COST OF SALES
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS - BEGINNING
OF YEAR

NET ASSETS- END
OF YEAR

Page 6
TEMPORARILY  PERMANENTLY
UNRESTRICTED  RESTRICTED RESTRICTED TOTAL

971,900 $ 1,847,024 $ - $ 2818924
3,870,368 - - 3,870,368
390,350 - - 390,350
832,923 - - 832,923
538,819 - - 538,819
188,488 - - 188,488
30,330 - - 30,330
130,662 - - 130,662
- (19,335) - (19,335)
6,953,840 1,827,689 - 8,781,529
2,411,020 (2,411,020) - -
6,190,067 - - 6,190,067
1,852,205 - - 1,852,205
829,126 - - 829,126
8,871,398 - - 8,871,398
163,980 - - 163,980
9,035,378 - - 9,035,378
329,482 (583,331) - (253,849)
16,492,788 7,328,832 1,634,952 25,456,572
16,822,270 $ 6,745501 $ 1,634,952 $ 25,202,723

See Accompanying Notes



EXPENSES
Salaries, Wages and Related Benefits
Operating Supplies and Expenses
Printing, Advertising and Postage
Outside Services
Other
Maintenance, Repairs and Equipment Rental
Donated Goods and Services
Office Expenses
Capital Campaign Expenses

Total Expenses Before Depreciation

Depreciation
TOTAL EXPENSES

Less: Direct Benefits to Donors at Special Events
Included in Revenue

TOTAL EXPENSESINCLUDED IN
THE EXPENSE SECTION OF THE
STATEMENTSOF ACTIVITIES

HELEN WOODWARD ANIMAL CENTER
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2015

Page 7
Program Services Fundraising Activities
Companion Pet Tota Total
Animal Equine Therapeutic Encounter Program Specia Fundraising Management
Hospital Hospital Adoptions Boarding Education Riding Therapy AniMeals Services Fundraising Events Activities and General Tota
$ 701,356 509,719 $1337870 $ 700,668 $ 594412 $ 297,031 $ 210623 $ 41,210 $4,392889 $1,046623 $ - $1046623 $ 474241 $ 5913753
388,850 243,821 304,788 213,833 122,666 52,830 18,004 83,730 1,428,522 166,375 15,926 182,301 161,575 1,772,398
3,748 2,251 6,075 2,729 20,292 1,650 1471 1,453 39,669 84,328 145,083 229,411 47 269,127
4,465 30,194 136,060 49,519 12,292 5,593 236 78 238,437 24,709 162,518 187,227 1,362 427,026
30,351 22,307 25,353 28,254 33,860 5,048 1,144 - 146,317 102,752 35,046 137,798 5,050 289,165
13,104 14,668 4,624 2,199 3,799 1,250 257 316 40,217 4,810 48,993 53,803 183 94,203
475 322 82,136 2,987 6,315 10,190 50 32,424 134,899 2,511 185,861 188,372 7,967 331,238
3,320 862 9,566 2,496 733 192 1,300 354 18,823 3,670 635 4,305 272 23,400
- - - - - - - - - 5,390 - 5,390 - 5,390
1,145,669 824,144 1,906,472 1,002,685 794,369 373,784 233,085 159,565 6,439,773 1,441,168 594,062 2,035,230 650,697 9,125,700
334,618 47,610 26,353 28,100 2,018 9,083 18,006 1,616 467,404 96,944 - 96,944 238,716 803,064
1,480,287 871,754 1,932,825 1,030,785 796,387 382,867 251,091 161,181 6,907,177 1,538,112 594,062 2,132,174 889,413 9,928,764
- - - - - - - - - - (11,880) (11,880) - (11,880)
$ 1,480,287 871,754 $1932825 $1030,785 $ 796387 $ 382867 $ 251091 $ 161,181 $6,907,177 $1538112 $ 582182 $2120294 $ 889413 $ 9,916,884

See Accompanying Notes



EXPENSES
Salaries, Wages and Related Benefits
Operating Supplies and Expenses
Printing, Advertising and Postage
Outside Services
Other
Maintenance, Repairs and Equipment Rental
Donated Goods and Services
Office Expenses
Capital Campaign Expenses

Total Expenses Before Depreciation

Depreciation
TOTAL EXPENSES

Less: Direct Benefits to Donors at Special Events
Included in Revenue

TOTAL EXPENSESINCLUDED IN
THE EXPENSE SECTION OF THE
STATEMENTSOF ACTIVITIES

HELEN WOODWARD ANIMAL CENTER
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2014

Page 8
Program Services Fundraising Activities
Companion Pet Tota Total
Animal Equine Therapeutic Encounter Program Specia Fundraising Management
Hospital Hospital Adoptions Boarding Education Riding Therapy AniMeals Services Fundraising Events Activities and General Tota
$ 583080 $ 478186 $1206,795 $ 633599 $ 550,174 $ 281402 $ 174224 $ 36,090 $3943550 $ 950,127 $ - $ 950127 $ 407,389  $ 5,301,066
341,792 220,578 294,646 200,680 120,397 52,606 14,004 50,575 1,295,278 151,499 18,697 170,196 145,119 1,610,593
2,470 2,107 9,810 1,834 17,419 975 1,141 963 36,719 71,809 123,996 195,805 138 232,662
7,026 31,430 114,427 43,898 13,295 4,523 155 40 214,794 22,991 59,132 82,123 - 296,917
25,870 21,267 22,001 21,979 13,261 2,669 945 87 108,079 85,259 16,355 101,614 4,924 214,617
11,408 6,070 7,253 1,428 3,871 1,622 212 199 32,063 5,744 41,340 47,084 193 79,340
570 490 75,337 2,751 11,665 4,116 527 12,722 108,178 2,189 191,617 193,806 20,294 322,278
2,310 1,419 9,363 2,065 820 66 179 12 16,234 2,412 226 2,638 270 19,142
- - - - - - - - - 23,286 - 23,286 - 23,286
974,526 761,547 1,739,632 908,234 730,902 347,979 191,387 100,688 5,754,895 1,315,316 451,363 1,766,679 578,327 8,099,901
320,298 43,270 17,747 27,481 955 11,326 12,781 1,314 435,172 98,666 - 98,666 250,799 784,637
1,294,824 804,817 1,757,379 935,715 731,857 359,305 204,168 102,002 6,190,067 1,413,982 451,363 1,865,345 829,126 8,884,538
- - - - - - - - - - (13,140 (13,140) - (13,140)
$1294824 $ 804817 $1757,379 $ 935715 $ 731,857 $ 359305 $ 204168 $ 102,002 $ 6,190,067 $ 1413982 $ 438223 $ 1,852,205 $ 829126  $ 8,871,398

See Accompanying Notes



HELEN WOODWARD ANIMAL CENTER
STATEMENTSOF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2015AND 2014

Page 9

2015 2014
CASH FLOWSPROVIDED BY OPERATING ACTIVITIES
Changein Net Assets $ 665,179 $ (253,849)
ADJUSTMENTSTO RECONCILE CHANGE IN NET ASSETSTO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Depreciation 803,064 784,637
Pledge Receivable Write-Off 261,706 -
Net Realized and Unrealized Gain on Investments 427,224 (224,227)
Changein the Value of Split-Interest Agreements (81,715) 19,335
Change in Operating Assets and Liabilities:
Accounts Receivable 6,180 (21,312)
Inventory (8,629) (5,663)
Prepaid Expenses, Deposits, and Other Assets 35,479 (57,522)
Contributions Receivable (323,763) 748,950
Beneficial Interest in Trusts (1,583,201) -
Accounts Payable and Accrued Expenses (16,245) 70,419
Accrued Payroll (167,006) 44,958
Accrued Compensated Absences 26,977 33,767
Deferred Compensation and Benefits 325 564
(619,604) 1,393,906
NET CASH PROVIDED BY OPERATING ACTIVITIES 45,575 1,140,057
CASH FLOWS PROVIDED/(USED) BY INVESTING ACTIVITIES
Purchase of Property and Equipment (258,090) (235,579)
Changein Life Insurance Premium Account - -
Proceeds from Sale of Investments 2,442,578 1,126,754
Purchase of Investments (2,083,806) (1,036,312)
Distribution Received from Beneficial Interest in Trusts 326,465 -
Principal Payments on Note Receivable from Related Party 81,058 73,750
508,205 (71,387)
CASH FLOWSUSED BY FINANCING ACTIVITIES
Principal Payments on Line of Credit - (1,079,208)
Principal Payments on Note Payable (4,592) (4,591)
Principal Payments on Capital Lease (14,549) (13,668)
Debt Forgiveness on Note Payable (13,800) (27,600)
(32,941) (1,125,067)
NET INCREASE/(DECREASE) IN CASH 520,839 (56,397)
CASH, BEGINNING OF YEAR 2,664,420 2,720,817
CASH, END OF YEAR $ 3185259 $ 2,664,420
SUPPLEMENTAL DISCLOSURES
Interest Paid $ 32882 $ 34,271
Income Taxes Paid $ - 3 -

See Accompanying Notes



NOTE 1

NOTE 2

HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Page 10

THE CENTER

Helen Woodward Animal Center (the "Center") is anpimfit Organization formed in
California in June 1972. The Center was renamd®8v for Helen Woodward, the Center's
founder and benefactor. The Center serves priyndah Diego County, California.

The Center conducts a variety of programs whickefiethe community. The Center's pet
placement service finds new homes for cats and siogendered by their owners or rescued
from organizations and cares for these animals piadoption. The Therapeutic Riding
program benefits disabled children and adults, pbgsically and emotionally. The Pet
Encounter Therapy program brings the joy of anin@lsersons confined in such facilities as
homes for abused or homeless children, hospitatssanior centers, and provides the same
experience for groups that choose to visit the €ent

The Center also provides humane educational pragfanchildren and adults on a variety of
topics, including proper animal care and animalaveédr, in hopes that participants gain greater
respect and appreciation for all living things. eT®enter's auxiliary services include AniMeals
pet food supplements for the pets of homeboundsdud tours for children and seniors.

The Center maintains a community equine hospitdlaanmal boarding facilities. The hospital
serves as a surgical and diagnostic facility faiske and other large exotic animals. The
Center grants hospital privileges to large anineaérinarians in the County. The Center's pet
boarding facility provides care and individual atten for small animals, primarily cats and
dogs.

The Center also operates a small animal hospit ¢p all cats, dogs and small exotic anir
The hospital offers a variety of services includp®l vaccinations, pet dentistry and emergency
care.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting - The financial statementshaf Center have been prepared on the accrual
basis of accounting in conformity with generallgegted accounting principles.

Basis of Presentation - The Center is require@pont information regarding its financial
position and activities according to three clasda®et assets: unrestricted net assets,
temporarily restricted net assets, and permanegslyicted net assets. New standards were
issued regarding classification of endowment fuofdsonprofits subject to an enacted version
of the Uniform Prudent Management of InstitutioRahds Act (UPMIFA) and enhanced
disclosures for endowment. The State of Califoadapted UPMIFA in October 2008. The
Center follows the new standards effective Janta®009.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Page 11

NOTE2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Estimates - The preparation of financial statement®nformity with generally accepted
accounting principles requires management to matates and assumptions that affect
certain reported amounts and disclosures. Actsllts could differ from estimates.

Cash and Cash Equivalents - The Center considernvastment instruments purchased with a
maturity of three months or less to be cash egemntal The Center maintains its cash in bank
deposit accounts which, at times, may exceed fégémnaured limits. The Center has not
experienced any losses in such accounts. The Qaglteves it is not exposed to any
significant credit risk on cash and cash equivalemicluded in cash as of December 31, 2015
and 2014 are balances of $225,391 and $91,08&atdsgly, held in money market accounts.

Accounts Receivable - Accounts receivable tota$ifi§, 154 and $86,084 net of an allowance
for uncollectible accounts of $750 for each of ykars ended December 31, 2015 and 2014
consist primarily of accounts receivable relateddovices performed at the equine hospital and
sponsorships for special events that have occumrége past year. Bad debts are accounted for
using the specific identification method and arétem-off after all collection attempts have
been exhausted. Accordingly, bad debt expendeaigyed to operations in the year in which

an account is determined uncollectible.

Inventory - Inventory consists of mostly pet supplheld for resale and is stated at the lower of
cost or market. Cost is determined by the speidéatification method.

Contributions - Contributions are recognized whHendonor makes a promise to give to the
Center that is, in substance, unconditional. Gloutions that are restricted by the donor are
reported as increases in temporarily or permaneesiyicted net assets depending on the
nature of the restrictions. When a restrictionieeqy temporarily restricted net assets are
reclassified to unrestricted use unless specificabtricted by the donor or subject to other
legal restrictions.

Contributions Receivable - Contributions receivatmasist of unconditional promises to give
and are recorded in the year the promise is m&a&ditional promises are not recognized
until the conditions are substantially met. Undtadal promises to give that are expected to
be collected within one year are recorded at thetirealizable value. Unconditional promises
to give that are expected to be collected in fuyeas are recorded at the present value of
estimated cash flows. The Center provides for @béblosses on contributions receivable
using the allowance method. The allowance is detexd based on management's experience
and collection efforts.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Page 12

NOTE2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The discounts on those amounts are computed uskifyee interest rates applicable to the
years in which the promises are received. Amditineof the discount is included in
contribution revenue. The interest rate used mpating the discount of estimated future cash
flows was 4% for pledges received in 2015 and 2014.

Investments - The Center reports its investmenésaordance with generally accepted
accounting principles for not-for-profit organizats, which establish accounting standards for
investments in certain equity securities and fbdebt securities. The guidance prescribes that
covered investments be reported in the stateméimaricial position at fair value with any
realized or unrealized gains or losses reportedarstatement of activities. Investment income
is recognized as revenue in the period it is eaametigains and losses are recognized as
changes in net assets in the accounting periodiochathey occur.

Fair Value Measurement - The Center follows acdagrdtandards consistent with the FASB
codification which defines fair value, establislaefsamework for measuring fair value and
enhances disclosures about fair value measurerwerdah financial assets and liabilities.

Property and Equipment - Land, building and equipinaee recorded at cost. Donations of
property and equipment are recorded as contribsiibitheir estimated fair value. Such
donations are reported as unrestricted contribstioriess the donor has restricted the donated
asset to a specific purpose. Assets donated wjtlicé restriction regarding their use and
contributions of cash that must be used to acquisperty and equipment are reported as
restricted support. Absent donor stipulations reigg how long those donated assets must be
maintained, the Center reports expirations of doastrictions when the donated or acquired
assets are placed in service as instructed byaherd The Center reclassifies temporarily
restricted net assets to unrestricted net ass#tataime.

Property and equipment is depreciated using tlaggstrline method over the estimated useful
asset lives as follows:

Land Improvements 7 - 25 years
Building and Improvements 3 - 25 years
Equipment 3-18 years
Furniture and Fixtures 3 - 20 years

Vehicles 5 years



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Page 13

NOTE2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Center is currently raising funds for a captahpaign to renovate the Center. During
2011, the first of four construction phases wasetad and placed in service. The Centel
capitalized the costs related to the constructich® unfinished phases and will not begin
depreciating those assets until they are placednvice. Construction in progress costs totaled
$408,540 and $346,454 as of December 31, 2015 @il Pespectively.

Maintenance, repairs and minor renewals are chamegderations as incurred. Upon sale or
disposition of land, buildings and equipment, tesed account is relieved of the cost and the
accumulated depreciation account is relieved ofdepreciation taken prior to the sale and any
resultant gain or loss is credited or charged taiegs.

Unrestricted Net Assets - It is policy of the BoafdDirectors of the Center to review its plans
for future operating funds, equipment acquisitiand other reserves from time to time and to
designate appropriate sums to assure adequateifigaof such items. At December 31, 2015
and 2014, unrestricted net assets totaling $3,3228d $3,796,032, respectively, have been
designated by the Board of Directors as an endowfoethe purpose of securing the Center's
long term financial viability.

Contributed Services, Materials, Equipment, andd~odhe Center has received substantial
donations of materials, equipment, food, and psiteml services. The donations of materials,
food and other assets are recorded at their faikeh&alue. The value of the donations
received not relating to special events totaledb$347 and $130,662 for the years ended
December 31, 2015 and 2014, respectively.

The nature and extent of donated and contributedcss received by the Center ranges from
the limited participation of many individuals inrfdraising activities to active participation in
the Center's management and service programs d2f@itfgyand 2014. The value of
contributed time is not reflected in these statasieimce they do not require specialized skills.

Functional Allocation of Expenses - The Centeralles its expenses on a functional basis
among its various programs and support servicapemditures which can be identified with a
specific program or support service are allocaiegttly, according to their natural expenditure
classification. Costs that are common to severrattions are allocated among the program
supporting services on the basis of time recoqiges utilized, and estimates made by the
Center's management.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Page 14

NOTE2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Center achieves some of its programmatic, ne&anagt, and general goals in direct mail
campaigns that consist of a newsletter that induwdeequest for contributions. The costs of
conducting these campaigns include a total of $Blghd $29,299 of joint costs for the years
ended December 31, 2015 and 2014, respectivelydiresttly attributable to either program or
management and general components or the fundgaiesmponent of the activities. These
joint cost were allocated as follows:

2015 2014
Companion Animal Hospital $ 1513 $ 981
Equine Hospital 1,513 981
Adoptions 4,036 8,894
Boarding 1,513 981
Education 1,513 981
Therapeutic Riding 1,513 981
Pet Encounter Therapy 1,513 981
AniMeals 1,513 981
Management and General 1,513 981
Fundraising 8,073 12,557

$ 24,216 $ 29,299

Income Taxes - The Center is exempt from incomegamder Section 501(c)(3) of the
Internal Revenue Code and comparable state lawgc@mitibutions to it are tax deductible
within the limitations prescribed by the Code.

The Center follows accounting standards which gtewccounting and disclosure guidance
about positions taken by an entity in its tax nesuthat might be uncertain. Management has
considered its tax position and believes thatfalhe positions taken in its exempt organization
tax returns are more likely than not to be susthuq@on examination. As of December 31,
2015 and 2014, the Center has not accrued interg@&nalties related to uncertain tax
positions. The Center files tax returns in the.W&deral jurisdiction and the State of
California.

Reclassifications - Certain accounts in the priearyfinancial statements have been reclassified
for comparative purposes to conform with the presemn in the current-year financial
statements. This reclassification had no effedibtel assets, liabilities, total net assets and
changes in net assets.



NOTE 3

NOTE 4

HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Page 15

NOTE RECEIVABLE FROM RELATED PARTY
The Center has a note receivable from the presafehe Center. The note requires monthly

payments of $5,000 with interest at 1.65%. The motue by October 2018 and is secured by
a deed of trust in residential real estate.

CONTRIBUTIONS RECEIVABLE

Contributions receivable consist of the followirtgoeecember 31:

2015 2014
* Bequests $ 2,937,669 $ 2,251,462
Temporarily Restricted Pledges 1,480,903 1,921,214
4,418,572 4,172,676
Less: Discount (1,132,139) (948,300)

$ 3,286,433 $ 3,224,376

The following is a schedule by years of future ngtsefor unrestricted and temporarily
restricted pledges as of December 31.:

2016 $ 574,214
2017 455,000
2018 451,690

$ 1,480,903

* Bequests are usually received within a two-yesiqu following the death of donor, and are
typically subject to court proceedings and the ptelprocess. The Center has also received
irrevocable bequests from donors who wish to magerdribution upon their death. These
bequests have been discounted based on the ligesxey of the donors and using U.S.
Treasury yield curve rates ranging from 1.97% &¥ 2o for the years ended December 31,
2015 and 2014.
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INVESTMENTS
Investments are stated at fair value and consitteofollowing at December 31:

2015 2014
Common Stocks $ 4,474,504 $ 5,078,380
Mutual Funds 1,709,597 1,772,586
Managed Funds 881,514 945,626
Municipal Funds 238,786 253,762
Preferred Stock 60,988 -
Corporate Bonds - 100,115

$ 7,365,389 $ 8,150,469

The following schedule summarizes the investmemitmneof the assets held by the Center for
the years ended December 31:

2015 2014
Net Realized and Unrealized (Loss)/Gain on Investme $ (427,224)$ 224,227
Interest and Dividend Income 149,540 166,123

$ (277,684) $ 390,350

The Center paid investment fees of $74,753 andé®B#elated to these investments during
year ended December 31, 2015 and 2014, respectively

CHARITABLE REMAINDER TRUSTS

The Center is the beneficiary of a charitable rexhai trust administered by an outside trustee.
The trust provides for the payment of distributioms& beneficiary over the term of the trust.

At the end of the trust's term, the remaining &saet available for the Center's unrestricted
use. The trust's assets consist of cash, investraad real property and were valued using a
discount rate of 1.8% and 2.2% for the years emdmember 31, 2015 and 2014, respectiv

At December 31, 2015, the trust had a value of M) and was shown net of a discount of
$159,712. At December 31, 2014, the trust hadwevaf $350,000, and was shown net of a
discount of $144,981.
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NOTE6 CHARITABLE REMAINDER TRUSTS (continued)

The Center has a beneficial interest in a trustpsby a donor. The trust provides for the
payment of distributions to the Center over a kdbfifteen years. At the conclusion of year
fifteen the remaining distributions will be paidttee beneficiaries and the trust will be
terminated. The trust's assets consist of caslequitly investments in a managed portfolio

is administered by an outside trustee. The truglised using a rate of return of 4% and a
discount rate of 3% for the year ended Decembe2@15. At December 31, 2015, the present
value of the future distributions expected to biel paer the term of the trust was $1,547,879.

The Center was a beneficiary of a charitable redwitrust administered by an outside trus
The trust provided for the payment of distributid@as beneficiary over the term of the trust.
At the end of the trust's term, the remaining @saet available for the Center's unrestricted
use. During 2015, the trust was liquidated thet&ereceived their full portion of the
proceeds.

NOTE 7 LIFEINSURANCE PREMIUM ACCOUNT

The Center maintains a life insurance policy wiftage value of $469,000 on a former key
employee. The policy was originated under a sjgitar insurance agreement with the insu

In accordance with the agreement, the Center whe tepaid an amount equal to the
cumulative total of its share of premiums on thégyo During 2006, the agreement was
amended and the Center agreed to pay all premioimbd remainder of the policy, and in
exchange, the former employee assigned his beasfiiterest in the policy to the Center.
The Center records the policy at an estimatedv/édue using a discounted cash flow method.
The face value of the policy is discounted basetherlife expectancy of the insured and a 3%
discount rate.

The life insurance policy carries a cash surrendgre that is significantly less than the face
amount of the policy. However, the Center doesmtend to terminate or allow the policy to
lapse.

NOTE8 FAIRVALUE MEASUREMENT

The Company follows the methods of fair value measent to value its financial assets. Fair
value is based on the price that would be receiwvesgll an asset or paid to transfer a liabilit
an orderly transaction between market participantee measurement date. In order to
increase consistency and comparability in fair galheasurements, a fair value hierarchy that
prioritizes observable and unobservable inputs ts@deasure fair value into three broad
levels has been established, which are descrided/be
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NOTE 8 FAIR VALUE MEASUREMENT (continued)

Level 1. Quoted prices (unadjusted) in active ratrkhat are accessible at the measurement
date for identical assets or liabilities. The fafue hierarchy gives the highest priority to
Level 1 inputs.

Level 2. Observable inputs other than Level 1gwisuch as quoted prices for similar assets or
liabilities; quoted prices in inactive markets;model-derived valuations in which all

significant inputs are observable or can be derpraacipally from or corroborated with
observable market data.

Level 3: Unobservable inputs are used when litlao market data is available. The fair
value hierarchy gives the lowest priority to Le8ehputs.

Financial assets and liabilities carried at falueaat December 31, 2015 and 2014 are
classified below in one of three categories deecdrdgtbove. The table below presents the
balances of assets measured at fair value on eiregbasis.

2015 2015 2015 2015

Assets Level 1 Level 2 Level 3 Total
Common Stocks:

US Large Cap $ 3,362,893% - $ - $ 3,362,893

US Small-Mid Cap 212,626 - - 212,626

International 898,985 - - 898,985
Mutual Funds:

Multi-strategy Funds 702,734 - - 702,734

Fixed Income Funds 656,850 - - 656,850

Bond Funds 151,563 - - 151,563

Int'l Fixed Income Funds 76,311 - - 76,311

Real Estate Securities Funds 122,139 - - 122,139
Privately Managed Funds:

US Small-Mid Cap - 653,940 - 653,940

International - 2374 - 227,574
Government Bonds - 188 - 238,786
Preferred Stock - , 98B - 60,988
Charitable Remainder Trusts - 1,788,167 - 1,788,167
Life Insurance Premium

Account - 455,340 - 455,340

$ 6,184,101 $ 3,424,795 $ -$ 9,608,896
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NOTE 8 FAIRVALUE MEASUREMENT (continued)
2014 201¢ 201¢ 201¢

Assets Level 1 Level 2 Level - Total
Common Stocks:

US Large Cap $ 3,575,670% - $ - $ 3,575,670

US Small-Mid Cap 246,847 - - 246,847

International 1,255,863 - - 1,255,863
Mutual Funds:

Multi-strategy Funds 923,100 - - 923,100

Fixed Income Funds 495,254 - - 495,254

Bond Funds 247,048 - - 247,048

Int'l Fixed Income Funds 78,096 - - 78,096

Real Estate Securities Funds 29,088 - - 29,088
Privately Managed Funds:

US Small-Mid Cap - 708,866 - 708,866

International - 62360 236,760
Government Bonds - A62 253,762
Corporate Bonds - 106, 100,115
Charitable Remainder Trusts - 449,716 - 449,716
Life Insurance Premium

Account - 455,340 - 455,340

$ 6,850,966 $ 2,204,559 $ -$ 9,055,525

The investments in marketable securities and mdiiumnals are valued at market prices in active
markets and are classified as Level 1. The investenin corporate bonds, privately managed
funds and government obligations are valued usibigl-#@valuation method which compares
the corroborated indicative quotes and other olad#evmarket-based data. These investments

are classified as Level 2.

The charitable remainder trusts assets are valsied a valuation model that calculates the net
present value of estimated future cash flows aadkassified as Level 2 (See Note 6).

The life insurance premium account is discountesktan life expectancy of the insured and
are classified as Level 2 (See Note 7).

Assets and Liabilities Recorded at Fair Value dtoarecurring Basis - The Center may be
required, from time to time, to measure certairetssat fair value on a nonrecurring basis in
accordance with GAAP. The adjustments to fair @alaually result from the discounting of
pledges to present value or write-downs of indigldassets. For assets measured at fair value
on a nonrecurring basis in 2015 and 2014 that widtdreld in the balance sheet at each
respective year end, the following table providesfair value hierarchy and the carrying value
of the related individual assets or portfolios @aryend.
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NOTE 8 FAIR VALUE MEASUREMENT (continued)

2015 2015 2015 2015

Assets Level 1 Level 2 Level 3 Total
Contributions Receivable $ -3 -$ 3,286,43% 3,286,433

2014 2014 2014 2014

Assets Level 1 Level 2 Level 3 Total
Contributions Receivable $ - $ -$ 3,224,37&% 3,224,376

The contributions receivable are valued using disted cash flow and life expectancy models
and are classified as a Level 3.

The following summarizes fair value measuremenisgusignificant Level 3 inputs, and
changes therein, for the year ended December 35,20

Contributions

Receivable
Balance at January 1, 2015 $ 3,224,376
New Pledges Received 1,011,689
Collections (465,792)
Write-down of Pledge Receivable (261,706)
Discount on Pledges (222,134)
Balance at December 31, 2015 $ 3,286,433

The following summarizes fair value measuremenisgusignificant Level 3 inputs, and
changes therein, for the year ended December 34,20

Contributions

Receivable
Balance at January 1, 2014 $ 3,973,326
New Pledges Received 140,762
Collections (1,233,353)
Discount on Pledges 343,641

Balance at December 31, 2014 $ 3,224,376
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NOTE9 PROPERTY AND EQUIPMENT
Property and equipment consist of the followingpatember 31.:
2015 2014

Building and Improvements $ 15,963,076% 15,940,222
Equipment 2,483,536 2,402,965
Furniture and Fixtures 850,022 838,331
Land and Improvements 748,371 741,857
Construction in Progress 408,669 346,454
Vehicles 356,343 282,098

20,810,017 20,551,927
Accumulated Depreciation (10,708,339) (9,905,275)

$10,101,678 $ 10,646,652

Depreciation expense was $803,064 and $784,63hdorears ended December 31, 2015 and
2014, respectively.

NOTE 10 INVESTMENT IN SAN DIEGO FOUNDATION

The Center has investments held by the San Diegadation, which are classified as
permanently restricted as the investments mustdetained in perpetuity. The income from
these investments is kept inside the account daopan endowment. The investments are
carried at fair value and totaled $14,569 and $l1%#& December 31, 2015 and 2014,
respectively.

NOTE 11 INVESTMENT IN RANCHO SANTA FE FOUNDATION

The Center has investments held by the Rancho Farff@undation, which are classified as
permanently restricted as the investments mustdietained in perpetuity. The income from
these investments is kept inside the account a®pan endowment. The investments are
carried at fair value and totaled $19,623 and $19#& December 31, 2015 and 2014,
respectively.
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NOTE 12 DEFERRED COMPENSATION

In April 1987, the Center entered into an employtragreement with a former key employee,
which included the establishment of an unfundedjnaiified deferred compensation
arrangement that included health insurance premiu@enerally accepted accounting
principles require that the Center recognize dlitglfor the cost of unfunded deferred
compensation arrangements and post employmenhhesitrance benefits. The liability at the
end of each year represents the present value diethefits expected to be paid and totaled
$43,852 and $43,527 at December 31, 2015 and 284gectively. Each year the Center
recognizes an expense equal to the change irathiétyi based on a 5% discount factor. Total
expenses related to this agreement were $2,2#B8dgrears December 31, 2015 and 2014.

NOTE 13 NOTESPAYABLE

2015 2014
Laboratory Service Provider
Annual Principal payments of $13,800
plus interest at 7.0%
due March 2017
The note is unsecured $ 27,600 $ 41,400

Ally Financial

$383 per month; 0% interest

Due May 2016

Secured by the underlying vehicle 1,531 6,123
$ 29,131 $ 47,523

The following is a summary of principal maturitieSlong-term debt for the next five years:

2016 15,330
2017 13,801
$ 29,131
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NOTE 14 CAPITAL LEASE OBLIGATION

The Center is leasing medical equipment classdid capital lease. The economic substance
of this lease is that the Center is financing tbguésition of the equipment through the lease
and, accordingly, it is recorded in the Centersetssand liabilities. Included in property and
equipment on the accompanying statement of finaposition as of December 31, 2015, is
equipment acquired under a capital lease with a@ateged cost of $70,050, less accumulated
depreciation of $38,950. Depreciation of assetieugapital lease charged to expense totaled
$10,623 for the year ended December 31, 2015.

During 2015, the Center had the following capizide obligation:

Choice Health

Equipment Lease

$1,391 per month; 6.26% annual interest

Due August 2018

Secured by the underlying equipment $ 26,359

Future minimum lease payments under capital lease$ December 31, 2015 for each of the
remaining years and in the aggregate are as fallows

2016 $ 16,696
2017 11,130
27,826

Less: Amounts Representing Interest (1,467)

Present Value of Minimum Lease Paymertts 26,359
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NOTE 15 RETIREMENT PLAN

The Center maintains a tax deferred qualified plager Section 403(b) of the Internal

Revenue Code. Eligible employees may contribygeraentage of their compensation to the
plan. The Center matches a portion of the emplsyamtribution for all eligible employees
hired before January 1, 2009. The Center also @iy the administrative and investment

fees for the plan. The total expenses relateddglan for the years ended December 31, 2015
and 2014 were approximately $76,600 and $75,96pexctively.

While the Center expects to continue the plan indefy, it has reserved the right to modify,
amend, or terminate the plan. In the event of irgation, the entire amount contributed under
the plan must be applied to the payment of bentefitee participants or their beneficiaries.

NOTE 16 NET ASSETS

Temporarily restricted net assets were availabi¢hfe following purposes at December 31:

2015 2014

Equine Hospital Operations $ 2,291,322 $ 2,467,332
Beneficial Interests in Trusts 1,788,167 449,716
AniMeals Operations 178,952 230,676
Therapeutic Riding Operations 77,935 157,560
Pet Encounter Therapy Operations 62,942 106,990
Equine Hospital Equipment 68,404 45,421
Education Operations and Programs 62,500 1,663
Adoptions Equipment 25,289 548
Equine Hospital Funds 19,188 23,077
General Obligations and Equipment 17,566 8,837
Equine Hospital Emergency Services 3,831 4,686
Adoptions Operations and Supplies 2,144 8,922
Therapeutic Riding Equipment 1,184 1,109
Adoptions Training - 12,555
Club Pet Employee Services - 1,114
Adoptions Emergency Medical Fund - 918
Contributions Receivable in Future Years:

Bequests (Net of Discount) 1,857,107 1,404,447
Restricted Pledges (Net of Discount) 1,298,743 1,698,791
Capital Campaign (Net of Discount) 130,583 121,137

$ 7,885,859 $ 6,745,501
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Net assets were released from donor restrictiorisdwyring expenses satisfying the purpos

time restriction specified by donors as follows:

2015 2014

General Obligations & Maintenance $ 456,64% 87,378
Adoptions Operations and Supplies 323,261 376,979
Therapeutic Riding Operations 284,723 201,307
Adoptions Emergency Medical Fund 182,634 84,919
Pet Encounter Therapy Operations 179,098 105,354
Equine Hospital Operations 177,007 192,585
AniMeals Operations 123,649 52,717
Adoptions Training and Grants 114,474 50,613
Equine Hospital Equipment 42,659 26,135
Foster a Horse Program 20,775 4,570
Education Scholarship 2,530 1,195
Adoptions Equipment 2,258 30,429
Pet Encounter Therapy Equipment 2,000 26,735
Club Pet Employee Services 1,442 893
Therapeutic Riding Equipment 1,226 -
Club Pet Equipment 1,201 -
Equine Emergency Services 856 -
Education Operations and Programs 792 4,310
Therapeutic Riding Scholarships 60 30
Companion Animal Hospital Operations - 100
Adoptions Spay/Neuter - 3
Contributions Receivable in Future Years:

General Operations 450,000 450,000

Capital Campaign 283,977 165,066

Bequests 32,551 549,702

$ 2,683,820 $ 2,411,020

At December 31, 2015 and 2014, permanently resttioet assets totaling $1,634,952 resulted

from donations received with the stipulation threyt be invested to provide a permanent

source of income.
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NOTE 17 ENDOWMENT FUND

The Center is subject to an enacted version obtiitorm Prudent Management of Institutio
Funds Act (UPMIFA). The Center's Board of Direstbas interpreted the UPMIFA as
permitting the expenditure or accumulation of asimaf permanent endowment funds as the
Center determines to be prudent for the uses, bgnedirposes and duration for which the
endowment fund was established, even if this resulthe occasional invasion of the
endowments historical gift value. Thus, at tinthe, value of donor-restricted assets may fall
below the level that a donor requires the Centendmtain as permanently restricted net as
As of December 31, 2015 and 2014, the value ofltrer-restricted assets had not fallen
below the original donated level.

The Center classifies as permanently restrictedwnuent net assets (a) the original value of
gifts used to establish permanent endowments griti€loriginal value of subsequent gifts to
permanent endowments: collectively known as "hisébgift value". Board designated
endowment funds are classified as unrestrictedssts, available to be appropriated for
expenditure by the Center.

Included in investments on the Statement of Fireiosition are permanently restricted and
board designated long-term investments held innglowment fund. The objective of the
endowment fund is to support the continuing operatiof the Center. The Center's Board of
Directors have delegated authority over the investrof the Endowment Fund to the
Investment Committee (the "Committee™). The Cortenitis responsible for the oversight of
the investments of the Endowment Fund and for tempon the Fund's performance to the
Board. The Committee is authorized to retain aestment manager to make investment
decisions.

To achieve the desired objective, the Center haptad an investment policy that attempts to
maximize total return consistent with an acceptédlel of risk. Endowment assets are
invested in a well diversified asset mix, whichlutes equity and debt securities, that is
intended to result in a consistent inflation-prédecrate of return that has sufficient liquidity to
meet the annual distribution policy rules whilewgnog the fund if possible. Investment risk is
measured in terms of the total endowment fund,stment assets and allocation between asset
classes and strategies are managed to not expoenthto unacceptable levels of risk.

Endowment payout is defined as a fixed percentagewtly set at 5% of the market value of
the Endowment Funds. This amount will be availdblecenter wide operating purposes,
including investment management fees for the Endemtriund.
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NOTE 17 ENDOWMENT FUND (continued)

The portion of the Endowment Fund that is clasdifie permanently restricted is not reduced
by losses on the investments of the fund. Losedl®investments of permanently restricted
funds reduce the temporarily restricted net agedtse extent that donor-imposed temporary
restrictions on net appreciation of the fund hastheen met before the loss occurs. Any
remaining losses reduce unrestricted net assets.

During 2015, the Center had the following endowmefdted activities:

Permanently Board
Restricted Designated
Funds Funds Total
Investment Income $ 14,244 3% 82,660 $ 96,904
Unrealized Loss on Investments (64,933) (205,885) (270,818)
Principal Payments on Notes Receivable - 84,000 84,000
Amounts Appropriated for Expenditure (40,363) (234,234) (274,597)
Investment and Trustee Fees (7,155)  (41,524) (48,679)
Total Change in Endowment Funds $ (98,20%) (314,983)$ (413,190)

During 2014, the Center had the following endowmefdted activities:

Permanently Board
Restricted Designated
Funds Funds Total
Investment Income $ 73,331% 258,905 $ 332,236
Unrealized Gain on Investments (18,041) (56,715) (74,756)
Principal Payments on Notes Receivable - 78,000 78,000
Amounts Appropriated for Expenditure (61,637) (217,618) (279,255)
Investment and Trustee Fees (11,093) (39,163) (50,256)

Total Change in Endowment Funds $ (17,448) 23,409 $ 5,969
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NOTE 17 ENDOWMENT FUND (continued)
Endowment net asset composition by type of fundfd¥ecember 31, 2015.
Permanently Endowment
Restricted Unrestricted Net Assets
Donor-Restricted Endowment Funds $ 1,634,958 - $ 1,634,952
Board-Designated Endowment Funds - 3,382,842 3,382,842
Total Funds $ 1,634,952 $ 3,382,842 $ 5,017,794
Changes in endowment net assets as of Decemb2033 are as follows:
Board Total
Permanently = Designated Endowment
Restricted Unrestricted Net Assets
Endowment Net Assets,

Beginning of Year $ 1,634,952% 3,796,032 $ 5,430,984
Investment Income - 96,904 96,904
Unrealized Gain on Investments - (270,818) (270,818)
Principal Payments on Notes Receivable - 84,000 84,000
Amounts Appropriated For Expenditure - (274,597) (274,597)
Investment and Trustee Fees - (48,679) (48,679)

Endowment Net Assets,

End of Year $ 1634952% 3,382,842 $ 5,017,794

Endowment net asset composition by type of fundféecember 31, 2014.
Permanently Endowment
Restricted Unrestricted Net Assets
Donor-Restricted Endowment Funds $ 1,634,958 - $ 1,634,952
Board-Designated Endowment Funds - 3,796,032 3,796,032
Total Funds $ 1,634,952 $ 3,796,032 $ 5,430,984
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NOTE 17 ENDOWMENT FUND (continued)
Changes in endowment net assets as of Decemb2034 are as follows:
Total
Permanently Endowment
Restricted Unrestricted Net Assets
Endowment Net Assets,

Beginning of Year $ 1,634,952% 3,790,063 $ 5,425,015
Investment Income - 332,236 332,236
Unrealized Loss on Investments - (74,756) (74,756)
Principal Payments on Notes Receivable - 78,000 78,000
Amounts Appropriated For Expenditure - (279,255) (279,255)
Investment and Trustee Fees - (50,256) (50,256)

Endowment Net Assets,
End of Year $ 1634,952% 3,796,032 $ 5,430,984

NOTE 18 SUBSEQUENT EVENTS

Management has evaluated subsequent events thhaugglist 1, 2016, the date which the
financial statements were available to be issutkere were no material subsequent events

which affected the amounts or disclosures in tharfcial statements.



