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CONSIDINE CONSIDINE

CERTIFIED PUBLIC ACCOUNTANTS

To The Board of Directors
Helen Woodward Animal Center

Independent Auditor's Report

We have audited the accompanying statements afdiabposition of Helen Woodward Animal
Center, A Nonprofit Organization, as of DecemberZ110 and 2009, and the related statements of
activities, functional expenses, and cash flowgHeryears then ended. These financial statements
are the responsibility of the Organization's manag@. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with audgtagdards generally accepted in the United
States of America. Those standards require thatlareand perform the audit to obtain reasonable
assurance about whether the financial statemeatses of material misstatements. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the financial
statements. An audit also includes assessingcttamuating principles used and significant estimates
made by management, as well as evaluating the lbfiseancial statement presentation. We believe
that our audits provide a reasonable basis foopiumion.

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,
2010 and 2009, and the results of its operatiodscash flows for the years then ended in conformity
with accounting principles generally accepted m thited States of America.

4 , - ®
CONSIDINE & CONSIDINE
An Accountancy Corporation

September 30, 2011



HELEN WOODWARD ANIMAL CENTER
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2010 AND 2009

See Accompanying Notes
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2010 2009
ASSETS

ASSETS
Cash and Cash Equivalents $ 1110720 $ 4,669,509
Certificates of Deposit - 110,146
Accounts Receivable 47,406 80,600
Inventory 15,120 12,703
Prepaid Expenses 248,272 37,692
Note Receivable from Related Party (Note 3) 374,947 388,570
Unconditional Promises to Give (Note 4) 2,611,681 3,315,532
Investments (Note 5) 4,313,566 4,244,240
Charitable Remainder Trusts (Note 6) 2,936,898 2,920,388
Life Insurance Premium and Annuity Account (Note 7) 916,700 904,563
Property and Equipment (Note 9) 11,351,877 5,746,533
Investment in San Diego Foundation (Note 10) 13,523 12,425
Investment in Rancho Santa Fe Foundation (Note 11) 14,802 13,211

TOTAL ASSETS 23,955,512 22,456,112

LIABILITIESAND NET ASSETS

LIABILITIES
Accounts Payable and Accrued Expenses 329,449 422,180
Accrued Payroll 139,647 113,528
Accrued Compensated A bsences 147,304 139,393
Deferred Compensation (Note 12) 86,401 110,045
Line of Credit (Note 13) 1,990,000 -
Note Payable (Note 14) 24,873 -
Security Deposits 4,770 4,770

TOTAL LIABILITIES 2,722,444 789,916

NET ASSETS (Note 16)
Unrestricted 11,369,141 7,487,274
Unrestricted - Board Designated (Note 17) 2,379,002 2,440,138
Temporarily Restricted 5,849,973 10,103,832
Permanently Restricted (Note 17) 1,634,952 1,634,952

21,233,068 21,666,196
TOTAL LIABILITIESAND NET ASSETS $ 23955512 $ 22,456,112




HELEN WOODWARD ANIMAL CENTER

STATEMENT OFACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2010

SUPPORT AND REVENUE

Contributions

Fees

Net Realized and Unrealized
Gain on Investments

Special Events (Net Expenses
of $443,726)

Net Interest and Dividend Income

Sales

Other Income

Rents

Contributed Goods

Change in the Value of
Split-Interest Agreements

Impairment of Pledge Receivable

NET ASSETSRELEASED
FROM RESTRICTION

EXPENSES:
Program

Management and General
Fundraising

COST OF SALES
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS - BEGINNING
OF YEAR

NET ASSETS- END
OF YEAR

Page 4
TEMPORARILY ~ PERMANENTLY

UNRESTRICTED  RESTRICTED RESTRICTED TOTAL
$ 588,656 $ 1,277,522 $ - $ 1,866,178
2,229,720 - - 2,229,720
404,370 - - 404,370
457,226 - - 457,226
278,880 - - 278,880
185,902 - - 185,902
117,438 - - 117,438
72,521 - - 72,521
83,590 - - 83,590
16,509 - - 16,509
(25,000) - - (25,000)
4,409,812 1,277,522 - 5,687,334
5,531,381 (5,531,381) - -
4,476,856 - - 4,476,856
447,274 - - 447,274
1,097,652 - - 1,097,652
6,021,782 - - 6,021,782
98,680 - - 98,680
6,120,462 - - 6,120,462
3,820,731 (4,253,859) - (433,128)
9,927,412 10,103,832 1,634,952 21,666,196
$ 13748143 $ 5849973 $ 1,634,952 $ 21,233,068

See Accompanying Notes



HELEN WOODWARD ANIMAL CENTER

STATEMENT OFACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2009

SUPPORT AND REVENUE

Contributions

Fees

Net Realized and Unrealized
Gain on Investments

Special Events (Net Expenses
of $323,882)

Net Interest and Dividend Income

Sales

Other Income

Rents

Contributed Goods

Change in the Value of
Split-Interest Agreements

Impairment of Pledge Receivable

NET ASSETSRELEASED
FROM RESTRICTION

EXPENSES:
Program

Management and General
Fundraising

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
$ 3,044,842 $ 2,564,685 $ - $ 5,609,527
2,297,412 - - 2,297,412
810,677 - - 810,677
330,163 - - 330,163
218,371 - - 218,371
185,605 - - 185,605
85,657 - - 85,657
65,088 - - 65,988
48,485 - - 48,485
(45,468) - - (45,468)
(2,240,000) - - (2,240,000)
4,801,732 2,564,685 - 7,366,417
4,491,863 (4,491,863) - -
4,606,682 - - 4,606,682
414,345 - - 414,345
1,262,179 - - 1,262,179
6,283,206 - - 6,283,206
99,314 - - 99,314
6,382,520 - - 6,382,520
2,911,075 (1,927,178) - 983,897
7,016,337 12,031,010 1,634,952 20,682,299
$ 9927412 $ 10103832 $ 1,634,952 $ 21,666,196

See Accompanying Notes



HELEN WOODWARD ANIMAL CENTER
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2010

Page 6
Program Services Supporting Services
Pet Tota Tota
Equine Therapeutic Encounter Program Management Supporting Specia
Hospital Adoptions Boarding Education Riding Therapy AniMeals Services and Genera Fundraising Services Events Tota
EXPENSES
Sdaries, Wages and Related Benefits $ 486,344 $ 1,023598 $ 576,987 $ 538340 $ 287,682 $ 162,255 $ 36,757 $ 3,111,963 $ 311,311 $ 708,304 $ 1,019,615 $ - $ 4,131,578
Operating Supplies and Expenses 207,255 200,378 220,789 70,006 117,499 14,458 11,508 841,893 71,676 37,572 109,248 13,893 965,034
Printing, Advertising and Postage 1,066 9,999 2,028 15,923 354 307 883 30,560 28 90,340 90,368 126,251 247,179
Outside Services 2,856 55,023 10,167 4,833 10,321 181 93 83,474 29 50,170 50,199 107,197 240,870
Other 24,685 16,443 19,371 8,729 1,381 284 118 71,011 40,192 82,383 122,575 21,564 215,150
Maintenance, Repairs and Equipment Rental 6,852 6,339 3,060 7177 1,084 753 1,265 26,530 5,301 2,056 7,357 35,631 69,518
Donated Goods and Services 1,311 8,236 280 3,184 3421 1,138 17,543 35,113 41 39,996 40,037 138,225 213,375
Office Expenses 802 3,805 2,283 2,767 324 123 58 10,162 3,769 4,423 8,192 965 19,319
Capital Campaign Expenses - - - - - - - - - 79,800 79,800 - 79,800
Katrina Expenses - 2,717 - - - - - 2,717 - - - - 2,717
Total Expenses Before Depreciation 731,171 1,326,538 834,965 650,959 422,066 179,499 68,225 4,213,423 432,347 1,095,044 1,527,391 443,726 6,184,540
Depreciation 106,574 9,704 120,730 6,192 11,795 8,353 85 263,433 14,927 2,608 17,535 - 280,968
TOTAL FUNCTIONAL EXPENSES $ 837,745 $ 1,336,242 $ 955695 $ 657,151 $ 433861 $ 187852 $ 68,310 $ 4,476,856 $ 447,274 $ 1,097,652 $ 1,544,926 $ 443726 $ 6,465,508

See Accompanying Notes



EXPENSES
Sdaries, 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
Katrina Expenses

Total Expenses Before Depreciation

Depreciation

TOTAL FUNCTIONAL EXPENSES

HELEN WOODWARD ANIMAL CENTER
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2009

Page 7

Program Services Supporting Services
Pet Tota Tota
Equine Therapeutic Encounter Program Management Supporting Special

Hospital Adoptions Boarding Education Riding Therapy AniMeals Services and Genera Fundraising Services Events Tota
$ 517,005 $ 1,025,049 $ 617,486 $ 489,731 $ 274,579 $ 187,860 $ 38725 $ 3,150,435 $ 260,236 $ 713,499 $ 973,735 $ - $ 4,124,170
231,660 230,411 238,523 71,235 46,252 20,145 12,493 850,719 87,417 36,862 124,279 15,831 990,829
3,175 12,968 1,969 15,498 2,201 2,133 2,676 40,620 1,985 142,989 144,974 115,099 300,693
4,440 48,216 4,352 3,426 78,015 937 103 139,489 103 110,425 110,528 62,063 312,080
26,895 14,564 19,231 10,679 1,514 46 199 73,128 41,727 148,852 190,579 31,087 294,794
10,454 5,609 4,274 5,269 506 1,872 717 28,701 5,301 1,997 7,298 26,774 62,773
550 10,584 700 5212 2,785 3,455 18,995 42,281 186 800 986 72,045 115,312
547 3,730 2,116 2,159 299 246 39 9,136 4,727 4,483 9,210 983 19,329
- - - - - - - - - 99,699 99,699 - 99,699
- 3,137 - - - - - 3,137 - - - - 3,137
794,726 1,354,268 888,651 603,209 406,151 216,694 73,947 4,337,646 401,682 1,259,606 1,661,288 323,882 6,322,816
109,273 11,427 121,242 6,279 12,125 8,559 131 269,036 12,663 2,573 15,236 - 284,272
$ 903999 $ 1365695 $ 1009893 $ 609488 $ 418276 $ 225253 $ 74078 $ 4606682 $ 414345 $ 1262179 $ 1676524 $ 323882 _$ 6,607,088

See Accompanying Notes



HELEN WOODWARD ANIMAL CENTER
STATEMENTSOF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

CASH FLOWS (USED)/PROVIDED BY OPERATING ACTIVITIES

Changein Net Assets

ADJUSTMENTSTO RECONCILE CHANGE IN NET ASSETSTO
NET CASH (USED)/PROVIDED BY OPERATING ACTIVITIES
Depreciation
Impairment of Pledge Receivable
Net Realized and Unrealized (Gain)/Loss on Investments
Donations of Investments Included in Contributions
Changein the Value of Split-Interest Agreements
Change in Operating Assets and Liabilities:

Accounts Recelvable

Inventory

Prepaid Expenses, Deposits, and Other Assets
Unconditional Promisesto Give

Accounts Payable and Accrued Expenses
Accrued Payroll

Accrued Compensated Absences

Deferred Compensation and Benefits

NET CASH (USED)/PROVIDED BY OPERATING ACTIVITIES

CASH FLOWSUSED BY INVESTING ACTIVITIES
Purchase of Property and Equipment
Decrease in Certificates of Deposit
Increase in Life Insurance Premium Account
Proceeds from Sale of Investments
Purchase of Investments
Principal Payments on Note Receivable from Related Party

CASH FLOWSPROVIDED BY FINANCING ACTIVITIES
Net Borrowings on Line of Credit
Principal Borrowings on Note Payable
Principal Payments on Note Payable

NET (DECREASE)/INCREASE IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

See Accompanying Notes
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2010 2009
$ (433128) $ 983,897
280,968 284,272
25,000 2,240,000
(404,370) (810,677)
(28,664) (548,674)
(16,509) 45,468
33,194 (7,837)
(2,417) (725)
(213,269) (5,315)
678,851 (942,662)
(92,731) 54,193
26,119 15,006
7,910 18,527
(23,644) (27,544)
270,438 314,032
(162,690) 1,297,929
(5,886,312) (1,687,159)
110,146 110,279
(12,137) (11,783)
1,581,547 1,133,580
(1,217,839) (642,867)
13,623 10,611
(5,410,972) (1,087,339)
1,990,000 -
27,552 -
(2,679) -
2,014,873 -
(3,558,789) 210,590
4,669,509 4,458,919
$ 1110720 $ 4,669,509




NOTE 1

NOTE 2

HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
Page 9

THE ORGANIZATION

Helen Woodward Animal Center (the "Center") is anpifit Corporation formed in
California in June 1972. The Center was renamd®8v for Helen Woodward, the Centt
founder and benefactor. The Center serves priynd@ah Diego County, California.

The Center conducts a variety of programs whictebethe community. The Center's pet
placement service finds new homes for cats and siegendered by their owners or rescued
from organizations and cares for these animals poiadoption. The Therapeutic Riding
program benefits disabled children and adults, pbtfsically and emotionally. The Pet
Encounter Therapy program brings the joy of anin@igersons confined in such facilities
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 anibetavior, in hopes that participants gain
greater respect and appreciation for all livingigjs. The Center's auxiliary services include
AniMeals pet food supplements for the pets of hamaeld adults and tours for children and
seniors.

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of Presentation - The Center is require@pont information regarding its financial
position and activities according to three clasgetet assets: unrestricted net assets,
temporarily restricted net assets, and permanesdlyicted net assets. New standards were
issued regarding classification of endowment fusfdsonprofits subject to an enacted
version of the Uniform Prudent Management of Instinal Funds Act (UPMIFA) and
enhanced disclosures for endowment. The StatéoGad adopted UPMIFA in October
2008. The Center adopted the new standards e#egdinuary 1, 2009. The adoption hac
effect on the classification of net assets fonyibars ended December 31, 2010, or 2009.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
Page 10

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Cash and Cash Equivalents - The Center considersastment instruments purchased v

a maturity of three months or less to be cash edgemis. The Center maintains its cash in
bank deposit accounts which, at times, may exceaerélly insured limits. The Center has
not experienced any losses in such accounts. €h&Cbelieves it is not exposed to any
significant credit risk on cash and cash equivalert December 31, 2010 and 2009, the
Center had $301,396 and $3,867,912, respectivebgsh that was temporarily restricted by
donors for specific uses by the Center (see Noxe 16

Certificates of Deposit - The Center held certigsaof deposit at multiple financial
institutions totaling $110,146 as of December INX The certificates beared interest
ranging from 1.10% to 3.93% and had maturities irapfrom six to seven months, with
penalties for early withdrawal. Any penalties éarly withdrawal would not have a material
effect on the financial statements. Managementleded not to record accrued interest on
the certificates of deposits due to it's immatéyial

Accounts Receivable - Accounts receivable tota#i§,004 and $104,339 net of an
allowance for uncollectible accounts of $21,598 24,739 for the years ended December
31, 2010 and 2009, respectively, consist primafilgccounts receivable related to services
performed at the equine hospital. Bad debts arewsnted for using the specific
identification method and are written-off after atllection attempts have been exhausted.
Accordingly, bad debt expense is charged to opmeraiin the year in which an account is
determined uncollectible.

Inventory - Inventory consists of merchandise Hetdhe purpose of resale and is stated at
the lower of cost or market. Cost is determinedhgyspecific identification method.

Contributions - Contributions are recognized whendonor makes a promise to give to the
Center that is, in substance, unconditional. Gloations that are restricted by the donor are
reported as increases in temporarily or permaneaslyicted net assets depending on the
nature of the restrictions. When a restrictionieq) temporarily restricted net assets are
reclassified to unrestricted use unless specificalitricted by the donor or subject to other
legal restrictions.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
Page 11

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments - The Center reports its investmenéeaordance with generally accepted
accounting principles for not-for-profit organizats, which establish accounting standards
for investments in certain equity securities andalbdebt securities. The guidance
prescribes that covered investments be reportdteistatement of financial position at fair
value with any realized or unrealized gains ordgs®ported in the statement of activities.
Investment income is recognized as revenue in¢hiegit is earned and gains and losse:
recognized as changes in net assets in the acogy#riod in which they occur.

Fair Value Measurement - The Center has adoptesbatog standards consistent with
FASB codification which defines fair value, estahks a framework for measuring fair ve
and enhances disclosures about fair value measaotgfioe all financial assets and liabilities.

Property and Equipment - Land, building and equipinaee recorded at cost. Donations of
property and equipment are recorded as contribsitibheir estimated fair value. Such
donations are reported as unrestricted contribstioless the donor has restricted the
donated asset to a specific purpose. Assets dbnatie explicit restriction regarding their
use and contributions of cash that must be usadduoire property and equipment are
reported as restricted support. Absent donor Igtijpms regarding how long those donated
assets must be maintained, the Center reportsagiqgois of donor restrictions when the
donated or acquired assets are placed in serviostascted by the donor. The Center
reclassifies temporarily restricted net assetstestricted net assets at that time. Property
and equipment is depreciated using the straigktsethod 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

The Center is currently raising funds for a captahpaign to renovate the Center. The
Center has capitalized the costs related to thstaartion and will not begin depreciating |
assets until they are placed in service. The amaiuthie construction in progress costs
totaled $10,116,459 and $4,388,059 as of Decemhe2@® 0 and 2009, respectively.

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



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
Page 12

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Unrestricted Net Assets - It is policy of the BoafDirectors of the Center to review

plans for future operating funds, equipment actjoiss and other reserves from time to time
and to designate appropriate sums to assure a@sfinetcing of such items. At December
31, 2010 and 2009, unrestricted net assets totéfri2jr9,002 and $2,440,138, respectively,
have been designated by the Board of Directors @&nhdowment to provide for the
continuing operation of the Center.

Contributed Services, Materials, Equipment, andd~obhe Center has received substantial
donations of materials, equipment, food, and pexteml services. The donations of
materials, food and other assets are recordee@iatf#lir market value. The value of the
donations received not relating to special evesttddd $83,590 and $48,485 for the years
ended December 31, 2010 and 2009, respectively.

The nature and extent of donated and contributexices received by the Center ranges f
the limited participation of many individuals innfdraising activities to active participation
in the Center's management and service progransgd2®10 and 2009. The value of
contributed time is not reflected in these statasiemce they do not require specialized
skills.

Functional Allocation of Expenses - The Centercates its expenses on a functional basis
among its various programs and support servicapeiiditures which can be identified with
a specific program or support service are allocdtesttly, according to their natural
expenditure classification. Costs that are cominaeveral functions are allocated among
the program and supporting services on the bagimefrecords, space utilized, and
estimates made by the Center's management.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Center achieves some of its programmatic, meamagt, and general goals in direct mail
campaigns that consist of a newsletter that indwdeequest for contributions. The costs of
conducting these campaigns include a total of #8Lghd $41,995 of joint costs for the
years ended December 31, 2010 and 2009, respgciinldirectly attributable to either
program or management and general components funbeaising component of the
activities. These joint cost were allocated aloWwas:

2010 2009
Equine Hospital $ 189 $ 2,062
Adoptions 7,292 9,843
Boarding 189 2,062
Education 189 2,062
Therapeutic Riding 189 2,062
Pet Encounter Therapy 189 2,062
AniMeals 189 2,062
Management and General 189 2,062
Fundraising 12,601 17,718

$ 21,216 $ 41,995

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

The Center adopted accounting standards whicHyctae accounting for uncertainty in
income taxes recognized in the Center's finantéémsents and prescribes a recognition
threshold and measurement of a tax position takexected to be taken in a tax return.
The standards also provide guidance on derecogratid measurement of a tax position
taken or expected to be taken in a tax returnofA3ecember 31, 2010 and 2009, the Center
has not accrued interest or penalties related ¢ertein tax positions. The Center files tax
returns in the U.S. Federal jurisdiction and thet&of California. The Center is no longer
subject to U.S. and California examination by tatharities for years before 2007 and 2006.

NOTE 3 NOTE RECEIVABLE FROM RELATED PARTY
The Center has a note receivable from the presafehte Center. The note requires mon

payments of $1,575 with interest at 1.65%. The mtdue by October, 2015 and is secured
by a deed of trust in residential real estate.



HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
Page 14

NOTE 4 UNCONDITIONAL PROMISESTO GIVE
Unconditional promises to give are recognized gasiraes or gains in the period received
and as assets, decreases in liabilities, or expateggending on the form of the benefits

received. Conditional promises to give are recogghiwvhen the conditions on which they
depend are substantially met.

Unconditional promises to give consist of the falliog at December 31.:

2010 2009
* Bequests $ 551,365 $ 674,374
Temporarily Restricted Pledges for Capital Campaign 2,141,028 2,798,028
2,692,393 3,472,402
Less: Discount (80,712) (156,870)

$ 2,611,681 $ 3,315,532

Unconditional promises to give due in one to fieans are discounted at 6%. Pledges
receivable for $25,000 and $2,240,000 were impaitezito management's estimate of
uncollectibility during 2010 and 2009, respectively

The following is a schedule by years of future netsefor capital campaign pledges together
with their present value as of December 31.:

2011 $ 1,153,528
2012 527,500
2013 455,000
2014 5,000

$ 2,141,028

* Bequests are usually received within a two yearqa following the death of donor, and
are typically subject to court proceedings andpttodate process.



NOTE 5

NOTE 6

HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

Page 15
INVESTMENTS
Investments are stated at fair value and consisteofollowing at December 31:

2010 2009

Corporate Stocks $ 2,130,065 $ 2,131,618
Mutual Funds 637,032 318,548
U.S. Government Obligations 483,384 431,500
Corporate Bonds and Notes 358,534 816,636
Managed Funds 652,339 545,938

Municipal Funds 52,212 -
$ 4,313,561 $ 4,244,24

The following schedule summarizes the investmemirmeof the assets shown above and its
classification in the statement of activities floe tyears ended December 31.:

2010 2009
Interest and Dividend Income $ 88,120 $ 90,703
Net Realized and Unrealized Gain on Investments 1394, 828,818

$ 482,29« $ 919,52

CHARITABLE REMAINDER TRUSTS

In 2010, the Center became the beneficiary of ateltide remainder trust administered by an
outside trustee. The trust provides for the payroédistributions to a beneficiary over the
term of the trust. At the end of the trust's tetime, remaining assets are available for the
Center's unrestricted use. The trust's assetsstafi€ash, investments and real property
were valued using a discount rate of 3% for the geded December 31, 2010. At
December 31, 2010, the trust had a value of $300&fd was shown net of a discount of
$147,546.

The Center is the beneficiary of a charitable rewbai trust administered by an outside
trustee. The trust provides for the payment afithistions to a beneficiary over the term of
the trust. At the end of the trust's term, theaermg assets are available for the Center's
unrestricted use. The trust's assets consiststf @ad investments and were valued using a
discount rate of 3% and 3.4% for the years endestiber 31, 2010 and 2009, respectiv

At December 31, 2010, the trust had a value of 89, and was shown net of a discount of
$59,247. At December 31, 2009, the trust had aevaf $304,560, and was shown net of a
discount of $232,072.



NOTE 6

NOTE 7

HELEN WOODWARD ANIMAL CENTER
NOTESTO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
Page 16

CHARITABLE REMAINDER TRUSTS (continued)

The Center is the beneficiary of a charitable rewbai trust administered by an outside
trustee. The trust provides for the payment afithigtions to a beneficiary over the term of
the trust. At the end of the trust's term, thearmg assets are available for the Center's
Equine hospital. The trust's assets consist df,gagestments and real property and were
valued using discount rates of 3% and 3.4% foydees ended December 31, 2010 and
2009, respectively. At December 31, 2010, thet thad a value $3,115,467, and was shown
net of a discount of $627,362. At December 3192@@e trust had a value of $3,693,170,
and was shown net of a discount of $879,011.

The Center is the beneficiary of a charitable rewbai trust administered by an outside
trustee. The trust provides for the payment dfithigtions to a beneficiary over the term of
the trust. At the end of the trust's term, theaimmg assets are available for the Center's
unrestricted use. The trust's assets consiststf aad investments and were valued using a
discount rate of 3% and 3.4% for the years endestéer 31, 2010 and 2009, respectiv
At December 31, 2010, the trust had a value of@&%,and was shown net of a discount of
$24,726. At December 31, 2009, the trust had aevaf $59,206, and was shown net of a
discount of $25,465.

LIFE INSURANCE PREMIUM AND ANNUITY ACCOUNT

The Center maintains a life insurance policy witta@e value of $469,000 on a former key
employee. The policy was originated under a sjaltar insurance agreement with the
insured. In accordance with the agreement, théeCaras to be repaid an amount equal to
the cumulative total of its share of premiums ampblicy. During 2006, the agreement was
amended and the Center agreed to pay all premionted remainder of the policy, and in
exchange, the former employee assigned his beasficiterest in the policy to the Center.
The Center records the policy at an estimatedvédire using a discounted cash flow mett
The face value of the policy is discounted basetherife expectancy of the insured and a
3% discount rate.
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NOTE 7 LIFE INSURANCE PREMIUM AND ANNUITY ACCOUNT (continued)

During 2003, the Center simultaneously entered ¢otaracts for a single premium
immediate annuity and a guaranteed death beneWi¢rsal life insurance policy on a donor.
The annuity is a life income annuity, no paymenilslve made after the annuitant's death.
The life insurance policy is a flexible premium astpble life insurance policy, with a face
value of $500,000. The Center chose to pay fieribdic premium payments. The Center
also receives a guaranteed interest of 4% annoaltite accumulated value of the policy.
The income generated by the annuity is used tahgapremiums on the life insurance policy
and support the general operations of the Cef@@ace the annuity ends the Center will
receive the death benefit from the universal lifgurance policy and recover the funds it |
for the annuity contract. The Center records tlvesgracts at fair value using a discounted
cash flow method. The annuity contract was tertethén December 2010 and the Center
received the full death benefit in February 2011.

Both life insurance policies carry a cash surrewadure that is significantly less than the fi
amount of the policy. However, the Center doesmend to terminate or allow the policies
to lapse.

NOTE8 FAIRVALUE MEASUREMENT

The Company adopted the methods of fair value nmeasant to value its financial assets.
Fair value is based on the price that would beivedeto sell an asset or paid to transfer a
liability in an orderly transaction between margatticipants at the measurement date. In
order to increase consistency and comparabilifgimvalue measurements, a fair value
hierarchy that prioritizes observable and unobd#evenputs used to measure fair value into
three broad levels has been established, whictlem®ibed below:

Level 1: Quoted prices (unadjusted) in active ratwkhat are accessible at the measurement
date for identical assets or liabilities. The fatue 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 derprattipally from or corroborated with
observable market data.

Level 3: Unobservable inputs are used when littleo market data is available. The fair
value hierarchy gives the lowest priority to Le8ahputs.
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NOTE 8 FAIRVALUE MEASUREMENT (continued)

Financial assets and liabilities carried at faiueaat December 31, 2010 and 2009 are
classified below in one of three categories desdrifbove. The table below presents the
balances of assets measured at fair value on giregbasis.

2010 2010 2010 2010
Assets Level 1 Level 2 Level 3 Total
Investments $ 2,767,097% 1,546,469 $ - $ 4,313,566
Charitable Remainder Trusts - 2,936,898 - 2,936,898
Life Insurance Premium and
Annuity Account - 916,700 - 916,700
$ 2,767,097 $ 5,400,06° $ - $ 8,167,164
2009 2009 2009 2009
Assets Level 1 Level 2 Level 3 Total
Investments $ 2,450,166 $ 1,794,074 $ - $ 4,244,240
Charitable Remainder Trusts - 2,920,388 - 2,920,388
Life Insurance Premium and
Annuity Account - 904,563 - 904,563

$ 2,450,166 $ 5,619,02! $ $ 8,069,191

The investments in marketable securities are vadtiedarket prices in active markets and
are classified as Level 1. The investments indfixeeome securities, managed funds and
government obligations are valued using a bid-etadn method which compares the
corroborated indicative quotes and other observalaldket-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 flovdsama classified as Level 2 (See Note 6).

The life insurance premium and annuity account@eounted based on life expectancy of
the insured and are classified as Level 2 (See Rote
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NOTE 8 FAIRVALUE MEASUREMENT (continued)

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 algually result from application of
lower-of-cost-market accounting or write-downsmdividual assets. For assets measured at
fair value on a nonrecurring basis in 2010 and 20@®were still held in the balance shee
each respective year end, the following table gtesithe fair value hierarchy and the
carrying value of the related individual assetpatfolios at year end.

2010 2010 2010 2010
Assets Level 1 Level 2 Level 3 Total
Unconditional Promises
to Give $ -9 $ 2,611,681 $ 2,611,681
2009 2009 2009 2009
Assets Level 1 Level 2 Level 3 Total
Unconditional Promises
to Give $ - $ $ 3,315,532 $ 3,315,532

The unconditional promises to give are valued uaindgscounted cash flow model and is
classified as a Level 3.

The following summarizes fair value measuremenitsgusignificant Level 3 inputs, and
changes therein, for the year ended December 3D, 20
Unconditional

Promises

to Give
Balance at January 1, 2010 $ 3,315,532
New Pledges Received 360,039
Collections (958,178)
Impairment of Pledge Receivable (25,000)
Discount on Pledges (80,712)

Balance at December 31, 2( $ 2,611,68
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FAIR VALUE MEASUREMENT (continued)

The following summarizes fair value measuremenitsgusignificant Level 3 inputs, and
changes therein, for the year ended December 88, 20
Unconditional

Promises
to Give
Balance at January 1, 2( $ 4,612,87
New Pledges Receiv 3,933,73.
Collection: (2,834,201
Impairment of Pledge Receivable (2,240,00C
Discount on Pledg: (156,870
Balance at December 31, 2( $ 3,315,563
PROPERTY AND EQUIPMENT
Property and Equipment consist of the followindgpatember 31.:
2010 2009
Construction in Progress $10,116,459 $ 4,388,059
Building and Improvements 5,554,948 5,554,948
Equipment 1,718,850 1,592,332
Land and Improvements 670,055 666,212
Vehicles 204,945 212,769
Furniture and Fixtures 91,087 91,087
18,356,344 12,505,407
Accumulated Depreciation (7,004,467) (6,758,874)

$11,351,87 $ 5,746,53

Depreciation expense was $280,968 and $284,2tdoyears ended December 31, 2010
and 2009, respectively.

Capitalized interest totaled $5,740 and $0 foryiers ended December 31, 2010 and 2009,
respectively.

INVESTMENT IN SAN DIEGO FOUNDATION

The Center has investments held by the San Diegad&ation, which are classified
permanently restricted as the investments mustdirtained in perpetuity. The income
from these investments is kept inside the accosipiaat of an endowment. The investments
are carried at fair value and totaled $13,523 dt}425 at December 31, 2010 and 2009,
respectively.
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INVESTMENT IN RANCHO SANTA FE FOUNDATION

The Center has investments held by the Rancho Farftaundation, which are classified as
permanently restricted as the investments mustdirtained in perpetuity. The income
from these investments is kept inside the accosipiaat of an endowment. The investments
are carried at fair value and totaled $14,802 a@®j211 at December 31, 2010 and 2009,
respectively.

DEFERRED COMPENSATION

In April 1987, the Center entered into an employhagreement with a former key
employee, which included the establishment of gondged nonqualified deferred
compensation arrangement that included healthanserpremiums. Generally accepted
accounting principles require that the Center racaa liability for the cost of unfunded
deferred compensation arrangements and post emeidymealth insurance benefits. The
liability at the end of each year represents tlesgmt value of the benefits expected to be
paid and totaled $86,401 and $110,045 at Decenthe?(3.0 and 2009, respectively. Each
year the Center recognizes an expense equal th#mge in the liability based on a 5%
discount factor. Total expenses related to thisement wer&4,114 and $5,374 for the
years December 31, 2010 and 2009, respectively.

LINE OF CREDIT

During 2010, the Center executed a $3,000,000dirmeedit with California Bank & Trust
which expires on February 1, 2016. The Centerdnasn a total of $1,990,000 against the
line of credit as of December 31, 2010. The liheredit bears a variable interest rate of 5%
at December 31, 2010 and is collateralized by sulbsily all business assets.

As of December 31, 2010, the Center was in comgdianth their banking covenants set
forth in the line of credit agreement. The credjteement states the Center is required to
maintain a minimum liquid asset balance of at 1&4s500,000.

NOTE 14 NOTE PAYABLE

During 2010, the Center entered in a note payablari auto loan. The note bears no
interest and calls for monthly principal paymerit$883. The note matures on May, 2016
and is secured by the underlying vehicle.
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NOTE 14 NOTE PAYABLE (continued)

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

2011 $ 4,592
2012 4,592
2013 4,592
2014 4,592
2015 4,592
Thereafter 1,913
$ 24,873

NOTE 15 RETIREMENT PLAN

The Center maintains a tax deferred annuity pladifggd under Section 403(b) of the
Internal Revenue Code. Eligible employees mayrdmrie a percentage of their
compensation to the plan. The Center matchesteopaf the employee's contribution and
pays all of the administrative and investment feeshe plan. The total expenses related to
the plan for the years ended December 31, 2012@08 were approximately $77,000 and
$66,000, respectively.

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

NOTE 16 NET ASSETS

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

2010 2009
Charitable Remainder Trusts $ 2,936,898 2,920,388
Capital Campaign 179,008 3,782,734
Equine Hospital Equipment 38,803 38,803
General Obligations 28,438 11,689
Education Operations and Programs 23,586 3,250
Adoptions Training 14,710 9,045
Equine Memorial Fund 5,351 4,552
Equine Hospital Emergency Services 4,386 4,386
AniMeals Operations 2,607 1,915

Adoptions Emergency Medical Fund 1,451 1,451
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NOTE 16 NET ASSETS (continued)

Adoptions Equipment 1,450 1,450
Therapeutic Riding Equipment and Building 1,224 1,577
Adoptions Operations and Supplies 382 80
Pet Encounter Therapy Operations - 5,464
Therapeutic Riding Operations - 1,516
Unconditional Promises to Give in Future Years:

Capital Campaign (Net of Discount) 2,060,314 2,641,158

General Operations 551,365 674,374

$ 5,849,973 $ 10,103,832

Net assets were released from donor restrictionsdawyring expenses satisfying the purpose
or time restriction specified by donors as follows:

2010 2009

Capital Campaign $ 4,170,766 $ 1,770,906
General Obligations 384,510 395,759
Adoptions Operations and Supplies 366,511 408,789
Therapeutic Riding Operations 152,096 147,900
Charitable Remainder Trusts 146,444 350,028
Pet Encounter Therapy Operations 74,187 63,636
Adoptions Emergency Medical Fund 59,715 46,365
Education Operations and Programs 21,538 17,701
AniMeals Operations 18,250 14,585
Therapeutic Riding Scholarships 10,650 1,539
Equine Hospital Operations 1,275 400
Club Pet 1,001 575
Adoptions Spay/Neuter 775 200
Therapeutic Riding Equipment and Building 354 -
Foster a Horse Program 300 54,900
Equine Hospital Equipment - 11,993
Hurricane Katrina - 860
Unconditional Promises to Give in Future Years:

General Operations 123,009 1,205,727

$ 5531,381 $ 4,491,863

At December 31, 2010 and 2009, permanently resttioet assets totaling $1,634,952
resulted from donations received with the stipolatihat they be invested to provide a
permanent source of income.
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NOTE 17 ENDOWMENT FUND

Included in investments on the Statement of FirerRosition are permanently restricted
board designated long-term investments held imalowment fund. The objective of the
endowment fund is to support the continuing operatiof the Center. The Center's Boar
Directors have delegated authority over the investrof the Endowment Fund to the
Investment Committee (the "Committee™). The Conmeilis responsible for the oversigh
the investments of the Endowment Fund and for tegpon 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 accelgtéevel of risk. Endowment assets are
invested in a well diversified asset mix, whichludes equity and debt securities, that is
intended to result in a consistent inflation-prégecrate of return that has sufficient liquidity
to meet the annual distribution policy rules wigtewing the fund if possible. Investment
risk is measured in terms of the total endowmendlfunvestment assets and allocation
between asset classes and strategies are manag&detgose the fund to unacceptable
levels of risk.

The distribution policy of the Endowment Fund, aifothe Center to spend up to 7% of
fair market value of the permanently restrictediparof the Endowment Fund based on a
three-year rolling average. The portion of the @mchent Fund comprised of board
designated assets are not subject to similar céstrs and may be spent as the Center
determines appropriate.

The portion of the Endowment Fund that is clasdiie permanently restricted is not
reduced by losses on the investments of the fluedses on the investments of permanently
restricted funds reduce the temporarily restrictetlassets to the extent that donor-imposed
temporary restrictions on net appreciation of thedfhave not been met before the loss
occurs. Any remaining losses reduce unrestricetdssets.

During 2010, the Center had the following endownretdted activities:

Permanently Board
Restricted Designated
Funds Funds Total
Investment Income $ 92,673% 350,861 $ 443,534
Amounts Appropriated for Expenditure (47,476) (416,677) (464,153)
Investment and Trustee Fees (8,799) (31,718) (40,517)

Total Change in Endowment Funds $ 36,398 (97,534) $ (61,136)
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NOTE 17 ENDOWMENT FUND (continued)

During 2009, the Center had the following endownretdted activities:

Permanently Board

Restricted Designated
Funds Funds Total

Investment Income $ 4,973% 37,343 $ 42,316
Contributions - 18,942 18,942
Amounts Appropriated for Expenditure (42,131) (159,023) (201,154)
Investment and Trustee Fees (7,927) (28,918) (36,845)
Total Change in Endowment Funds $ (45,08%) (131,656)$ (176,741)

From time to time, the fair value of assets ass$ediaith permanently restricted funds may
fall below the level that the donor requires th@t€eto retain permanently. In accordance
with GAAP, deficiencies of this nature that areaeed in unrestricted net assets were
$78,269 and $114,667 as of December 31, 2010 0@ r2&8pectively. These deficiencies
resulted from unfavorable market fluctuations theate occurred after the investment of
permanently restricted funds and continued appatipri for certain programs that were
deemed prudent by the Board of Directors.

Endowment net asset composition by type of fundf &ecember 31, 2010.

Temporarily Permanently Endowment

Unrestricted Restricted Restricted Net Assets
Donor-Restricted
Endowment Funds $ -3$ -$ 1,634,952% 1,634,952
Board-Designated
Endowment Funds 2,379,002 - - 2,379,002

Total Funds $ 2,379,002 % - $ 1,634,952% 4,013,954
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NOTE 17 ENDOWMENT FUND (continued)
Changes in endowment net assets as of Decemb20BQ are as follows:
Total
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Net Assets
Endowment Net Assets,

Beginning of Year $ 2,440,138% - $ 1,634,952% 4,075,090
Investment Income 443,534 - - 443,534
Contributions - - - -
Amounts Appropriated

For Expenditure (464,153) - - (464,153)
Investment and Trustee
Fees (40,517) - - (40,517)
Endowment Net Assets,
End of Year $ 2,379,002% - $ 1,634,952% 4,013,954

Endowment net asset composition by type of funaf &3ecember 31, 20009.

Temporarily Permanently = Endowment

Unrestricted Restricted Restricted Net Assets
Donor-Restricted
Endowment Funds $ -3 -$ 1,634,952% 1,634,952
Board-Designated
Endowment Funds 2,440,138 - - 2,440,138
Total Funds $ 2,440,138% - $ 1,634,952% 4,075,090

Changes in endowment net assets as of Decemb20@33 are as follows:

Total
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Net Assets

Endowment Net Assets,

Beginning of Year $ 2,616,879% - $ 1,634,952% 4,251,831
Investment Income 42,316 - - 42,316
Contributions 18,942 - - 18,942
Amounts Appropriated

For Expenditure (201,154) - - (201,154)
Investment and Trustee
Fees (36,845) - - (36,845)

Endowment Net Assets,
End of Year $ 2,440,138% - $ 1,634,952% 4,075,090
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NOTE 18 SUBSEQUENT EVENTS

Management has evaluated subsequent events thaygbmber 30, 2011, the date which
the financial statements were available to be hsue



