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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
Main Line Rescue, Inc. dba: Main Line Animal Rescue 
Chester Springs, Pennsylvania 
 
 
We have audited the accompanying financial statements of Main Line Rescue, Inc. dba: Main Line 
Animal Rescue (a nonprofit organization), which comprise the statement of financial position as of 
December 31, 2018, and the related statement of activities, functional expenses, and cash flows for the 
year then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
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. 
 
Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements 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 the entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 



Board of Directors 
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Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
statement of financial position of Main Line Rescue, Inc. dba: Main Line Animal Rescue, as of 
December 31, 2018, and the changes in its net assets and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of Matters 
As discussed in Note 1, to the financial statements, The Main Line Rescue, Inc., dba: Main Line Animal 
Rescue had adopted ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial 
Statements of Not-for-Profit Entities. Our opinion is not modified with respect to this matter. 
 
As discussed in Note 1 to the financial statements, the entity has elected to change its method of 
accounting from the modified cash basis to the accrual basis. Our opinion is not modified with respect 
to this matter. 
 
 

 
 
CliftonLarsonAllen LLP 

Plymouth Meeting, Pennsylvania 
September 23, 2019 
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ASSETS

CURRENT ASSETS
Cash and Cash Equivalents 442,793$         
Contribution Receivable 21,096             
Advances Due from Affiliate 9,157               

Total Current Assets 473,046           

PROPERTY AND EQUIPMENT, NET 4,507,526        

OTHER ASSETS
Intangible Assets, Net of Accumulated Amortization of $38,605 37,599             
Investments 165,815           

Total Other Assets 203,414           

Total Assets 5,183,986$      

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Line of Credit 925,000$         
Accounts Payable and Accrued Expense 28,336             

Total Current Liabilities 953,336           

NET ASSETS
Without Donor Restrictions 4,170,163        
With Donor Restrictions 60,487             

Total Net Assets 4,230,650        

Total Liabilities and Net Assets 5,183,986$      
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Without With
Donor Donor 

Restrictions Restrictions Total
SUPPORT, REVENUES, AND GAINS 

Contributions 880,683$         -$                     880,683$         
Contributions - In-Kind 24,023             -                       24,023             
Grants 673,091           56,000             729,091           
Special Events 154,835           -                       154,835           
Investment Income 6,411               -                       6,411               
Net Realized and Unrealized Loss on Investments (4,140)              -                       (4,140)              
Other Revenue 10,948             -                       10,948             
Loss on Disposal of Property and Equipment (13,796)            -                       (13,796)            

Total 1,732,055        56,000             1,788,055        
 

Net Assets Release from Restrictions:
Satisfaction of Purpose Restrictions 15,186             (15,186)            -                       

Total Support, Revenues, and Gains 1,747,241        40,814             1,788,055        

EXPENSES
Program Services:

Rescue, Rehabilitation, and Placement 1,306,773        -                       1,306,773        
Support Services:

Management and General 281,053           -                       281,053           
Fundraising/Development 314,847           -                       314,847           

Total Expenses 1,902,673        -                       1,902,673        

CHANGE IN NET ASSETS (155,432)          40,814             (114,618)          

Net Assets - Beginning of Year, As Restated 4,325,595        19,673             4,345,268        

NET ASSETS - END OF YEAR 4,170,163$      60,487$           4,230,650$      
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Rehabilitation

and Management
Placement and General Fundraising Total

Advertising -$                      -$                   26,802$         26,802$         
Amortization 4,916                 4,916             4,916             14,748           
Auto Expense 3,009                 610                741                4,360             
Bank Fees and Service Charges 414                    1,624             4,342             6,380             
Depreciation 124,310             25,222           30,627           180,159         
Direct Animal Expenses 192,883             -                     -                     192,883         
Education 2,206                 -                     -                     2,206             
Events -                        -                     36,099           36,099           
Insurance 100,203             22,529           21,928           144,660         
Interest -                        43,016           -                     43,016           
Office 53,467               15,180           17,539           86,186           
Other -                        243                -                     243                
Payroll Taxes 58,412               7,196             12,268           77,876           
Professional Fees 77,200               50,084           16,213           143,497         
Salaries and Wages 614,037             96,052           128,960         839,049         
Shop Expenses 765                    -                     -                     765                
Taxes and Licenses -                        1,546             -                     1,546             
Utilities and Occupancy 42,298               12,835           14,412           69,545           
Veterinarian Fees 32,653               -                     -                     32,653           

Total Expenses 1,306,773$        281,053$       314,847$       1,902,673$    
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CASH FLOWS FROM OPERATING ACTIVITIES

Changes in Net Assets (114,618)$        
Adjustments to Reconcile Changes in Net Assets to Net
  Cash Used by Operating Activities:

Depreciation and Amortization 194,907           
Loss on Disposal of Property and Equipment 13,796             
Net Realized and Unrealized Investment Losses 4,140               
Increase in:

Contribution Receivable (21,096)            
Advances from Affiliate (9,157)              

Decrease in:
Accounts Payable and Accrued Expenses (126,789)          

Net Cash Used by Operating Activities (58,817)            

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (29,968)            
Proceeds from the Sale of Investments 432,850           
Payments on the Purchase of Investments (46,696)            

Net Cash Provided by Investing Activities 356,186           

NET INCREASE IN CASH AND CASH EQUIVALENTS 297,369           

Cash and Cash Equivalents - Beginning of Year 145,424           

CASH AND CASH EQUIVALENTS - END OF YEAR 442,793$         

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash Paid for Interest 43,016$           

NONCASH INVESTING ACTIVITIES
Contribution of a Vehicle 24,023$           
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Activities 
Main Line Rescue, Inc. dba: Main Line Animal Center (the Organization), is a Pennsylvania 
nonprofit corporation, specializing in the rescue and placement of abused, unwanted and 
abandoned companion animals. The Organization never discriminates on the basis of 
health, age, or breed. By involving and educating the community, the Organization works to 
raise the public’s awareness of the plight of homeless animals as well as to realize the 
benefits of adopting an animal in need. The animals are examined, vaccinated, spayed or 
neutered and receive any and all medical treatment before they are placed in carefully 
screened homes. 
 
The Organization’s sources of revenue include grants and contributions from donors 
(including at special events). The Organization relies on donor support and does not receive 
funding from Federal, state, or local government agencies. Additionally, the Organization 
has a strong network of volunteers that support its mission and help connect the 
organization to its community. 
 
During 2018, volunteers contributed over 32,578 hours of service to the Organization. 
 
On November 23, 2018, the Organization affiliated with the Pennsylvania Society for the 
Prevention of Cruelty to Animals (PSPCA) and became the sole member of the 
Organization. Accordingly, governance of the Organization resides with the board of 
directors of the PSPCA. As of the date of this affiliation, the PSPCA provides both the 
support and management of the Organization, in order for the Organization to continue with 
its mission and purpose. Main Line Rescue, Inc. dba: Main Line Animal Rescue will be 
included in the consolidated financial statements of the PSPCA.  
 
Prior to the affiliation, the governance of the Organization was with the Board of Directors of 
Main Line Rescue, Inc. dba: Main Line Animal Rescue. 
 
Basis of Presentation 
The accompanying financial statements have been prepared on the accrual basis of 
accounting. 
 
Financial Statement Presentation 
For the year ended December 31, 2018, the Organization adopted ASU No. 2016-14 – Not-
for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. 
The standard is intended to improve net asset classification requirements and the 
information presented in the financial statements and notes about the Organization’s 
liquidity, financial performance, and cash flows. The standard requires the Organization to 
reclassify its net assets from three categories (i.e., unrestricted, temporarily restricted and 
permanently restricted) into two categories: net assets without donor restrictions and net 
assets with donor restrictions. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Classification of Net Assets 
Financial statement presentation follows the recommendations of the Financial Statements 
of Not-for-Profit Organizations topic of the FASB Standards Codification. The Organization is 
required to report information regarding its financial position and activities according to two 
classes of net assets:  
 

Net Assets Without Donor Restrictions 
A portion of net assets not subject to donor-imposed restrictions. Net assets and 
revenues, expenses, gains, and losses are classified based on the existence or absence 
of donor-imposed restrictions. 
 
Net Assets With Donor Restrictions  
A portion of net assets subject to donor-imposed restrictions that may or will be met, 
either by actions of the Organization and/or the passage of time or specifically for a 
purpose. When a restriction expires, net assets are reclassified to Net Assets without 
Donor Restrictions as a satisfaction of a purpose or time restriction and reported in the 
statement of activities as a release from restrictions.  
 
Net assets subject to donor-imposed stipulations that they be maintained permanently 
by the PSPCA which would be considered perpetual Net Assets with Donor Restrictions. 
Generally, the donors of these assets permit the Organization to use all or part of the 
income earned on any related investments for general or specific purposes. 
 
As of December 31, 2018, Net Assets with Donor Restrictions, which include both time 
and purpose amounted to $60,487. 

 
Revenues are reported as increases in net assets without donor restrictions unless use of 
the related assets is limited by donor-imposed restrictions. Expenses are generally reported 
as decreases in net assets without restrictions. Expiration of donor-imposed stipulations that 
simultaneously increase one class of net assets and decrease another are reported as net 
assets satisfaction of restrictions. 
 
Cash and Cash Equivalents 
Cash and cash equivalents includes liquid instruments with original maturities of three 
months or less which the Organization intends to utilize to fund operations. The 
Organization maintains its primary depository account with a commercial bank. During the 
year, the Organization may have cash balances on deposit in excess of the federally insured 
limit.   
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America 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 revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 
 
Inventory 
Inventory, consisting merchandise sold by the Organization, is valued at the lower of cost or 
net realizable value.  
 
Investments 
Investments are stated fair value. The investments in mutual funds are valued at the net 
asset value of shares held by the Organization at year-end. Invested cash is stated at cost 
which approximates fair value. 
 
Investments in mutual funds with readily determinable fair values are carried at quoted 
market value. The net changes in fair value and the realized gains and losses on 
investments sold are reflected in the statements of activities as net realized and unrealized 
gains or losses on investments. Investment transactions are recorded on the trade date.  
 
Investment securities are exposed to various risks, such as interest rate, market and credit 
risk. Due to the level of risk associated with certain investments, it is reasonably possible 
that such changes in the values of investments will occur in the near term and that changes 
could materially affect the amounts reported in the statement of financial position. 
 
Property and Equipment 
Land owned by the Organization is stated at cost. Property and equipment are capitalized 
and recorded at cost. Depreciation is calculated using the straight-line method over the 
estimated useful lives of the respective assets. The Organization will capitalize assets 
purchased with a cost greater than $2,500, as described in the Organization’s capitalization 
policy.  Maintenance and minor repairs are charged to expense when incurred. Upon sale or 
retirement, the cost and related accumulated depreciation are eliminated from the respective 
accounts and the resulting gain or loss is included in the statement of activities.  
 
Donations of equipment and improvements are recorded as support at their estimated fair 
values. Such donations are reported as unrestricted support unless the donor has restricted 
the donated asset to a specific purpose. Assets donated with explicit restrictions regarding 
their use and contributions of cash that must be used to acquire property and equipment are 
reported as restricted support. Absent donor stipulations regarding how long those donated 
assets must be maintained, Organization reports expirations of donor restrictions when the 
donated or acquired assets are placed in service as instructed by the donor and reclassifies 
net assets with donor restrictions to net assets without donor restrictions at that time. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Property and Equipment (Continued) 
Long-lived assets, such as property and equipment are reviewed periodically for impairment 
based on comparison of carrying value against undiscounted future cash flows. If 
impairment is identified, the assets’ carrying amounts are adjusted to fair value. There were 
no such adjustments during the years ended December 31, 2018. 
 
The estimated useful lives for depreciation are: 
 
 Buildings 39 Years 
 Building Improvements 39 Years 
 Furniture and Equipment 5 to 10 Years 
 Vehicles 7 Years 
 
Intangible Assets 
Intangible assets, representing website development costs, have been recorded at cost and 
capitalized. Capitalized costs are amortized over the period benefited. 
 
Contributions and Grants 
All contributions and grants are considered to be available for unrestricted use unless 
specifically restricted by the donor. Amounts received that are designated for future use or 
restricted by the donor for specific purposes are reported as with donor restrictions support 
that increases this net asset class. When a donor restriction expires, these net assets are 
reclassified to net assets without donor restrictions and reported in the statement of 
activities as net assets having the restriction satisfied.   
 
Contributions and grants that are expected to be collected within one year are recorded at 
their net realizable value; management believes the contribution receivable at December 31, 
2018 was fully collectible.  
 
Nonmonetary Exchange Transactions 
Nonmonetary transactions are recorded based on the fair values of the services involved. 
Consequently, the amount recorded for these services received in a nonmonetary exchange 
is the fair value of the services provided (or the fair value any assets or services received if 
they are more clearly evident). 
 
Functional Allocation of Expenses 
The financial statements report certain categories of expenses that are attributable to one or 
more program or supporting functions of the Organization. Therefore, these expenses 
require allocation on a reasonable basis that is consistently applied. The expenses that are 
allocated include depreciation, office and occupancy, and supplies, which are allocated on a 
square footage basis, as well as salaries and benefits, which are allocated on the basis of 
estimates of time and effort. Program and support service cost have been allocated to the 
various programs which are represented in the statement of functional expenses. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Uniform Prudent Management of Institutional Funds Act 
The Uniform Prudent Management of Institutional Funds Act (UPMIFA) provides guidance 
on the classification of endowment fund net assets for states that have enacted versions of 
the UPMIFA, and enhances disclosures for endowment funds. Because UPMIFA has not 
become law in the Commonwealth of Pennsylvania, possible reclassifications of net assets 
are not required to be made.  
 
Fair Value Measurements 
The Organization has categorized its financial instruments based on the priority of the inputs 
to the valuation technique into a three-level fair value hierarchy. The fair value hierarchy 
gives the highest priority to quoted prices in active markets for identical assets or liabilities 
(Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to 
measure the financial instruments fall within different levels of the hierarchy, the 
categorization is based on the lowest level input that is significant to the fair value of the 
instrument. 
 
Financial assets recorded on the statement of financial position are categorized based on 
the inputs to the valuation techniques as follows: 
 

Level 1 – Financial assets whose values are based on unadjusted quoted prices for 
identical assets or liabilities in an active market that the Organization has the ability to 
access (examples include active exchange-traded equity securities, listed derivatives, 
and most U.S. Government and agency securities). 
 
Level 2 – Financial assets whose values are based on quoted prices in markets that are 
not active or model inputs that are observable either directly or indirectly for substantially 
the full term of the asset or liability. Level 2 inputs include the following: 
 
� Quoted prices for identical or similar assets or liabilities in nonactive markets 

(examples include corporate and municipal bonds, which trade infrequently); 
� Pricing models whose inputs are observable for substantially the full term of the 

asset or liability (examples include most over-the-counter derivatives, including 
interest rate and currency swaps); and 

� Pricing models whose inputs are derived principally from or corroborated by 
observable market data through correlation or other means for substantially the full 
term of the asset or liability (examples include certain residential and commercial 
mortgage related assets, including loans, securities, and derivatives). 

 
Level 3 – Financial assets whose values are based on prices or valuation techniques 
that require inputs that are both unobservable and significant to the overall fair value 
measurement. These inputs reflect management’s own assumptions about the 
assumptions a market participant would use in pricing the asset (examples include 
certain private equity investments, long-term promises to give and split-interest 
agreements). 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fair Value Measurements (Continued) 
The preceding methods described may produce a fair value calculation that may not be 
indicative of net realizable values or reflective of future fair values. Furthermore, although 
the Organization believes its valuation methods are appropriate and consistent with other 
market participants, the use of different methodologies or assumptions to determine the fair 
value of certain financial instruments could result in a different fair value measurement at the 
reporting date. There have been no changes in the methodologies used at December 31, 
2018. 
 
Income Taxes 
The Organization is a nonprofit entity as described in Section 501(c)(3) of the Internal 
Revenue Code and is exempt from federal and state income taxes. Accordingly, there is no 
provision for income taxes. The Organization is not aware of any activities that would 
jeopardize its tax-exempt status or any activities that are subject to tax on unrelated 
business income taxes. 
 
The Organization follows the guidance in the income tax standard regarding the recognition 
and measurement of uncertain tax positions. The guidance clarifies the accounting for 
uncertainty in income taxes recognized in an entity’s financial statements. The guidance 
further prescribes recognition and measurement of tax provisions taken or expected to be 
taken on a tax return that are not certain to be realized. The application of this standard had 
no impact on the Organization’s financial statements. 
 
Change in Accounting Principle 
The Organization adopted FASB ASU 2016-14, Presentation of Financial Statements of 
Not-for-Profit Entities, in 2018. The inclusion of the statement of functional expenses and 
required liquidity disclosures are included for 2018 only. The adoption did not impact the 
Organization’s financial position as of December 31, 2018 or the changes in its net assets 
for the year then ended. 
 
Change in Basis of Accounting 
On January 1, 2018, the Organization had changed its method of accounting from the 
modified cash basis to the accrual basis. The Organization believes that the new method 
more accurately reflects periodic results of operations. As a result the financial statements 
beginning net assets have been restated for the effect of application of the new method.  
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Change in Basis of Accounting (Continued) 
The effect of this change on the beginning net assets is as follows: 
 

Without With
Donor Donor 

Restrictions Restrictions Total

Net Assets - Beginning of Year 4,428,431$      19,673$           4,448,104$      

Assets:
Contribution Receivable 32,423             -                       32,423             
Prepaid Expenses 2,032               -                       2,032               

Liabilities:
Accrued Expense (100,764)          -                       (100,764)          
Payroll Liabilities (36,527)            -                       (36,527)            

Total (102,836)          -                       (102,836)          

Net Assets - Beginning of Year, As Restated 4,325,595$      19,673$           4,345,268$      
 

Recent Accounting Pronouncements 
In February 2016, the FASB issued ASU 2016-02, Leases. The ASU establishes guidance 
that will result in a more faithful representation of the rights and obligations arising from 
leases by requiring lessees to recognize the lease assets and lease liabilities that arise from 
leases in the statement of financial position and to disclose qualitative and quantitative 
information about lease transactions. The new guidance will result in fewer opportunities for 
organizations to structure leasing transactions to achieve a particular accounting outcome 
on the statement of financial position and will improve the understanding and comparability 
of lessees’ financial commitments regardless of the manner they choose to finance the 
assets used in their businesses. The provisions of ASU 2016-02 are effective for fiscal years 
beginning after December 15, 2019 with early adoption is permitted. The Organization is 
assessing the impact this standard will have on its financial statements. 
 
In May 2014, FASB issued ASU 2014-09, Revenue from Contracts with Customers. The 
core principle of this ASU is that an entity should recognize revenue to depict the transfer of 
promised goods or services to customers in an amount that reflects the consideration to 
which the entity expects to be entitled in exchange for those goods and services. To achieve 
that core principle, an entity should apply the following steps: (1) identify the contract(s) with 
a customer, (2) identify the performance obligations in the contract, (3) determine the 
transaction price, (4) allocate the transaction price to the performance obligations in the 
contract, and (5) recognize revenue when (or as) the entity satisfies a performance 
obligation. In August 2015, the FASB issued ASU 2015-14, Revenue from Contracts with 
Customers: Deferral of the Effective Date, which deferred the effective date of ASU 2014-09 
by one year. The provisions of ASU 2014-09 are effective for annual reporting periods 
beginning after December 15, 2018. Early adoption is permitted one year prior. The 
Organization is assessing the impact this standard will have on its financial statements. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Clarifying Scope and the Accounting Guidance for Contributions 
In June 2018, the FASB issued amended guidance to clarify and improve the scope and the 
accounting guidance for contributions received and contributions made. This amended 
guidance distinguishes between contributions and exchange transactions and assists in 
determining which guidance to apply. For contributions, the guidance in Subtopic 958-605, 
Not-for-Profit Entities—Revenue Recognition, should be followed. For exchange 
transactions, Topic 606, Revenue from Contracts with Customers, should be followed. In 
addition, once a transaction is deemed to be a contribution, this amended guidance assists 
in determining whether a contribution is conditional or unconditional, and if unconditional, 
whether the transaction is donor-restricted for a limited purpose or timing. The guidance 
should be applied on a modified prospective basis.  
 
As a resource provider, the guidance will be effective for the Organization for the year 
ending December 31, 2020. Early adoption is permitted. 
 
Advertising Costs 
Advertising costs are expensed as incurred.  
 
Subsequent Events 
In preparing these financial statements, the Organization has evaluated events and 
transactions for potential recognition or disclosure through September 23, 2019, the date the 
financial statements were available to be issued. 
 
 

NOTE 2 CONCENTRATION OF CREDIT RISK INVOLVING CASH 

The Organization maintains cash balances at various financial institutions. The Federal 
Deposit Insurance Corporation insures balances up to $250,000 at each institution. At times, 
the Organization may have cash balances on deposit in excess of the federally insured limit. 
 
 

NOTE 3 PROPERTY AND EQUIPMENT 

Property and equipment consisted of the following at December 31, 2018: 
 
Land 175,978$         
Buildings 5,643,286        
Furniture and Equipment 367,119           
Vehicles 82,331             

Total 6,268,714        
Less: Accumulated Depreciation 1,761,188        

Property and Equipment, Net 4,507,526$      
 

Depreciation expense was $180,159 for the year ended December 31, 2018. 
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NOTE 4 INVESTMENTS AND INVESTMENT INCOME 

Investments are comprised of the following: 
 
Mutual Funds 164,774$         
Money Market 1,041               

Total 165,815$         
 

Investment income consists of the following for the year ended December 31, 2018: 
 
Interest and Dividends 6,411$             
Net Realized and Unrealized Losses on Investments (4,140)              

Total 2,271$             
 

Dividends and interest income earned on funds restricted by donors, if any, is reported as 
an increase to net assets with donor restrictions. 
 
 

NOTE 5 FAIR VALUE MEASUREMENTS 

The Organization uses fair value measurements to record fair value adjustments to certain 
assets. For additional information on how the Organization values all other assets refer to 
Note 1 – Summary of Significant Accounting Policies. 
 
Assets measured at fair value on a recurring basis as of December 31, 2018 are: 
 

Total Level 1 Level 2 Level 3
Money Market Funds 1,041$             1,041$             -$                     -$                     
Mutual Funds 164,774           164,774           -                       -                       

Total 165,815$         165,815$         -$                     -$                     

 
NOTE 6 ENDOWMENT ACTIVITY 

The purpose of Organization’s investment funds is to build and protect capital for future 
obligations while supporting current operations through a total return investment strategy 
and a spending policy set to maintain, and ideally increase, the purchasing power of the 
endowment and investments, without putting the principal value of these funds at imprudent 
risk.   
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NOTE 6 ENDOWMENT ACTIVITY (CONTINUED) 

Endowment funds are managed by the endowment committee of the board of directors, 
which has elected to be invested with the objective of preserving the long-term, real 
purchasing power of assets while providing a relatively predictable and growing stream of 
annual distributions in support of the Organization. The investment portfolio is actively 
managed on a total return based spending policy, meaning that it will fund distributions from 
net investment income, net realized capital gains, and proceeds from the sale of 
investments. Endowment assets may be invested in fixed income and equity securities. 
Endowment funds may be invested up to 70% in equity securities and 30% in fixed income 
funds. The average market-weighted quality rating of the fixed income portfolio will be 
maintained at investment grade Standard & Poor’s BBB or Moody’s Baa or higher. 
 
The Organization has a spending policy of appropriating funds from its endowment funds as 
needed for reinvestment into the endowment fund or spending for capital improvements, 
special projects, or program operations. The Organization’s distribution of fund assets will 
be permitted to the extent that such distributions do not exceed a level of 5% annually. At 
the present time, the endowment committee recommends a distribution of 4%. Any 
additional distributions require written consent from the board of directors and concurrence 
of the endowment committee of the board of directors. 
 
Unrestricted Board-Designated Endowments 
The board of directors has designated $156,764 in 2018 of investments to function as an 
endowment. These assets are transferred to operations at the discretion of the Board. 
 
 

NOTE 7 LINE OF CREDIT 

The Organization has available a line of credit with a commercial bank providing a maximum 
credit of $1,000,000. Borrowings under the line of credit are due on demand, bears interest 
at the prime rate (5.5% at December 31, 2018) and are guaranteed by a long-term donor. 
There was an outstanding balance of $925,000 on the line of credit as of December 31, 
2018. 
 
Interest expenses incurred on the line of credit was $42,365 for the year ended 
December 31, 2018. 
 
 

NOTE 8 OPERATING LEASE 

The Organization leases copy machines in its operations. The lease has been recorded as 
an operating lease, and, accordingly, all rent is charged to expense as incurred. Rental 
expense on equipment leases included in office expense was $3,504 for the year ended 
December 31, 2018. 
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NOTE 8 OPERATING LEASE (CONTINUED) 

Future minimum payments under lease contracts are as follows: 
 

Year Ending December 31, Amount
2019 2,676$             
2020 2,676               
2021 2,676               
2022 892                  
Total 8,920$             

 
 

NOTE 9 CONTRIBUTIONS – IN-KIND 

Contributions of in-kind assets are recorded at their fair values in the period received. For 
the year ended December 31, 2018, the Organization had received a vehicle donation with 
an estimated fair value of $24,023.  
 
 

NOTE 10 DONATED SECURITIES 

The Organization received donated securities in the amount of $288,844 for the year ended 
December 31, 2018. The securities were recorded at fair market value based on Level 1 
quoted market prices. Subsequently, and in accordance with board policy, all donated 
investments held by the Organization were immediately sold. 
 
 

NOTE 11 RELATED PARTY TRANSACTIONS 

Advances due from the Pennsylvania Society for the Prevention of Cruelty to Animals 
(PSPCA) are unsecured, with no set payment terms and generally noninterest bearing. 
Advances due from the PSPCA at December 31, 2018 were as follows: 
 
Advances from the Pennsylvania Society for the 

Prevention of Cruelty to Animals 9,157$             
Total Advances from Affiliate 9,157$             

 
As part of its affiliation agreement, the PSPCA will provide both management and 
administrative support to the Organization and its charitable purpose and mission. Costs 
expended by the PSPCA on behalf of the Organization are reimbursed. For the year ended 
December 31, 2018, the Organization had recognized $99,183 in the reimbursement for 
those services. This amount has been included as part of the Statement of Functional 
Expenses.   
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NOTE 11 RELATED PARTY TRANSACTIONS (CONTINUED) 

Commitment 
On September 22, 2018, the Organization’s affiliate (PSPCA) had entered into a pledge 
agreement with a donor to support the activities of both the Organization and the PSPCA in 
protecting animals, preventing cruelty and improving the health and quality of life for animals 
throughout the Commonwealth of Pennsylvania. As part of this agreement the PSPCA will 
receive a total of $925,000 in four annual payments of $231,250 beginning January 31, 
2019. The donor has restricted the usage of this pledge to be a reimbursement for principal 
and interest payments paid by the Organization on its line of credit (Note 7) with a bank until 
its line of credit has been paid in full (the “Pledged” amount).   
 
 

NOTE 12 NET ASSETS WITH DONOR RESTRICTIONS 

Net assets with donor restrictions are restricted for the following purposes as of 
December 31, 2018: 
 
Subject to Expenditure for a Specific Purpose:

Capital Expenditures 60,487$           
Total 60,487$           

 
 

NOTE 13 NET ASSETS RELEASED FROM DONOR RESTRICTIONS 

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted December 31, 201831, 2018: 
 
Purpose Restriction Accomplished:

Direct Animal Care Expense 4,000$             
Capital Expenditures 11,186             

Total 15,186$           
 

 
NOTE 14 MAJOR CONTRIBUTOR 

One contributor accounted for approximately 19% of the Organization’s total contributions 
received for the year ended December 31, 2018. 
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NOTE 15 LIQUIDITY 

The Organization has $638,861 of financial assets available within one year of the balance 
sheet date consisting of cash of $442,793, contributions receivable of $21,096, advance 
from its Affiliate of $9,157 and investments of $165,815. None of the financial assets are 
subject to donor or other contractual restrictions that make them unavailable for general 
expenditure within one year of the balance sheet date. Contributions receivable are subject 
to time or purpose restrictions, but will be collected within one year. The Organization has a 
goal to maintain financial assets, which consist of cash and cash equivalents held in the 
Organization’s investment account on hand to meet 30 days of normal operating expenses, 
which are, on average approximately $159,000.  
 
As part of its liquidity management, the Organization invests cash in excess of daily 
requirements in various investment funds held by the Organization’s third party investment 
brokerage house, which include cash equivalents and mutual funds. These funds can be 
easily accessed by the Organization. As more fully described in Note 7, the Organization 
has an available balance on its line of credit of $75,000 to be used for operations, with the 
remaining outstanding balance of $925,000 being guaranteed by a long-term donor. In 
addition, through an agreement between its Affiliate and a donor, described in Note 11, the 
entire balance will be paid in full within the next four years.  
 
 

NOTE 16 LITIGATION 

The Organization is involved in litigation related to its mission of rescuing abused animals. 
Management believes the resolution of these matters will not have a material effect on the 
Organization’s financial position or results of operations. 
 



Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, 
an SEC-registered investment advisor.  |  CliftonLarsonAllen LLP
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