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INDEPENDENT AUDITORS' REPORT

To the Board Of Directors
Halifax Humane Society, Inc.
Daytona Beach, Florida

We have audited the accompanying financial statements of Halifax Humane Society, Inc. (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2017 and 2016, and
the related statements of activities, functional expenses, and cash flows for the years 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits 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 auditor’s 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Halifax Humane Society, Inc. as of December 31, 2017 and 2016, and the changes in its net

assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.
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Statements Of Financial Position

Halifax Humane Society, Inc.

December 31, 2017 and 2016

2017 2016
Assets
Current Assets
Cash and cash equivalents $ 210,617 $ 190,072
Investments 5,300,430 4,878,683
Accounts receivable 105,296 229,718
Contribution and bequests receivables 160,269 513,110
Pledges receivable, net 78,341 246,283
Inventories 125,276 110,026
Prepaid expenses and other assets 44,199 28,762
Total Current Assets 6,024,428 6,196,654
Noncurrent Assets
Charitable remainder trusts, net 20,767 14,875
Perpetual trust held by third party 791,578 708,127
Pledges receivable, net 31,601 40,545
Investments 669,693 663,693
Land, buildings and equipment, net 3,145,731 2,432,501
Refundable deposits 7,261 2,911
Total Noncurrent Assets 4,666,631 3,862,652
Total Assets h 10,691,059 $ 10,059,306
Liabilities and Net Assets
Current Liabilities
Accounts payable and accrued expenses $ 228,281 $ 101,708
Deferred Revenue 98,734 37,760
Annuity payable 13,190 13,190
Total Current Liabilities 340,205 152,658
Total Liabilities 340,205 152,658
Net Assets
Unrestricted 6,661,053 5,670,415
Temporarily restricted 2,234,530 2,864,413
Permanently restricted 1,455,271 1,371,820
Total Net Assets 10,350,854 9,906,648
Total Liabilities and Net Assets $ 10,691,059 $ 10,059,306

The accompanying independent auditors' report and notes
should be read with these financial statements.

»

OLIVARI & ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS



SINVIINSNOD ¥ SINV.INNODOVY OI19Nd QII1NE0 | N

SALVIDOSSY X IIVAITO |

|Ml

"SIUDLUATR]S [BIOUBUI] 3SAY) UM PEal 3 p[noys
sajou pue uodal stojipne juapuadopur Suiuedwoooe ay ],

8¥9°906°6 0Z8ILE'T §  €I¥'F98°T SIP0L9'S §  $S8OSE0I §  ILTSSK'T $  0£SvETT § £50°1999 §
1LLL69°L SLEQYE'T TSLLT'I PPo°181°¢C 8+9°006°6 078 1LE°T €IF' 98T SIF0L9'S
LLY'80TT SPP e 199°969°1 1LL°88% 90T+t ist'es (£88°629) 8£9°066
(oLE'9r1) . (0LE'9F1) S (1€L°Sh) e (1€L°s1) ~
SIS THP 1 - SIS THH1 = 8TH 3T : 8TH 8y z
TELEI16 StHET 915 10¥ [LL'88Y 605°s 1$t'c8 (085°890°1) 8€9°066
ﬁww.@hm = = 9¥8°99L°C 0£0°660°E - = 0£0°660°E
€ETITT = . £€T12T SE0VLT G - SE0VLT
81Z°681 > “ 817681 sIz'see e - SIT'SET
191°%LT 2 = 191%LT L6¥'SLT - - L6Y'SLT

= - = - 00L°68 . = 00L°6S
FE€TTR0T : - PETTR0T £85°vST°T = . £86PSTT
8L5°089°¢C SHeT 9IS 10F L19°6ST°E 6ESTOI°E [St'E8 (085°890°1) 899°680°F

T - (€10°921) 10’9zl - : (rossIID) P6S S’
8L5°089°¢ StiET 6T8°LTS $09°6T1°E 6ESFOT'E [SH°E8 v10'LY FLO'FPLE'T
81 - 81 : T68°S = T68°S i
80£°6€ - - 80€°6¢ rACNSY < 2 T19'st
Sti'ee St'ee 3 = [SH'E8 [S°c8 - =
I+1°0€ = E I¥1°0€ §L6°6C ® - SL6'6T
£Tr'061 = 229! 6L8°SL] 16L°TIE - 44N 4| 699°867
8LT°6¢ = b 8LT6E LTY1E - - LTYIE
FS8vE - = rS8°PE FSTOF 2 = ¥STOY
TOLOLE - - T6LOLE LLL VY e = LLL PV
899°T6T = = 899°762 LEL'9TE - = LELITE
980078 - e 980028 191°69 4 - 191°69
LS6'SHT - = LS6°SHT YLLL6T . . FLL'L6T
£88°119 2 LI6TIS 916101 1€L°691 = 000°L2 1€L°8¢€1

: - - - 91,91 2 = 91L°91
STL'8LE % $ - STL'8LG $ Iv0vETl  $ - $ - $ IP0PECT  §

[e10L Pa1oL1say pajoLsay pajoLnsalufny [elo0], PapLIsay paLIsay pa1oLnsaIuy
Ajuaueuniad Auesodwa | A[USUBULID ] Aquetodwa |,
9102 L10T

9107 PUE L[0T ‘1€ $9qud3( PIpuy sIedx Y], 104
SIVIARIY JO SIUIWI)E)S
-ouf ‘A)a190€ suewIng XeHCH

I3 A JO PUd ‘S19ssy 19N
123 & JO Surtuuidog ‘s1assy 1PN
519858 Jau u1 a3uey)

sasuadxa udredwen [epde)
sanuaaal ureduwes [eyde)

suonesado wolj s1asse 10U Ul a3uey)

sasuadxq [e10L
uisespun,]
doys yyuy g
[elouad pue juswaeur)y
:sao1Al128 Funtoddng
Sunwooi3 pue pieog
1D [RWIUY
1$901A10S WeIdo1d
sasuRdxy suned)

SUONIOLISIY WL PAsea[ay S1essVY 19N
pue anuaady ‘woddng [e10],

SUOIIDLIISAI WO PIsea[al 5]asSe 19N
ANUIAI [B1O ],
S1STLI] JopUIBUL J[qRILIBYD U (SISSO[)/Sulen)
aWwodu Y10
sisna) fenjadiad ug (Sassof)/suren
SjuaWaIde 152191u1 ds wody awoou|
2UI0OUT JUIUISIAU]
FUISILIDAPE pUE JOTIB[SMAN
sarjddns jo a[eg
S1UAAD [R102dg
doys yryy,
sjueln
suonnqLIu0))
sisanbaq pue saeda]
Sunwoo.d pue preog
S33J 201AIDS WeIZ0I]
INUIAY puE jroddng Aqng




SLNVIINSNOD ¥ SLNVLNNODOV DI1dNd 3141430 ,|

SHILVIDOSSY ,@TE«SSO _P

SJUSWIEIS [RIDURULJ IS YA PedI 3q p[noys )
sajou pue podal siojpne juapuadapul SutAuedwosoe sy

v

-\

9¥8°99L°7 §  €£Z1TT §  SIT68I §  I91WLT § E §  PECTR0CS 0£0°'660°C §  SEO'PLT $  SITSET §  L6PSLT § 00465 §  €8SHSTTS sasuadxy jejo],
£05°€96 PPLETL LIE'IS 0L8°0E E TLS'LOL 16L°€LT°T 6£T°691 798°19 997 € 7Z8°9¢ T09°1L8
96£°11 = S80°1 9t€ z SL6'6 0SHEl = 01¢°1 85t 5 8P 11 sasuadxa aparyap
£8L°6 = 665°1 LT e LS6'9 £98°01 2 865°1 06€°1 4 SLYL auoydajal,
¥SS b8 - 10¥°21 : = £S1°TL £F9°LTI - SLR'LI . = 89L°601 afesal - saifddng
¥79°C : $29°C - - - 19 - 19 e 3 - Suiddiyg
09¢°1 2 09¢€°1 = x = §SE°T - LOF'T e 806 2 2duUBURIUIEW pUR sITeday
626°1C - - $S1°E - SLL'BI 670°%E E g 850°¢€ 897°¢ £0L°LT $99J [BUOISSO1
SHP0T ~ - = g SI¥°0T £38°CI e e - 2 £88°T1 suopedtqnd pue Funutig
¥LO'8 = e 0¥ - 0L9°L LEL'9 = - LEE - 009 ade1s0g
L8L'LY = - bZ8'9 2 £96°01 809°69 = = £EI'8 1L0°TI v0v 6% sasuadxa 2210
TH9'LSL = SLS9T EEV'Y % $£9°9T1 986°Z61 2 676°0€ 667°S 0zH'6 8EC LY KouwednooQ
LY1'L = = 1029 = 96 r1Z°01 - = TTe9 - 768°¢ SNOJUE|[20SIA]
S9L'E = - = = S9L°E PLOT = = . & ¥LYT suuwad pue sasuaory
£96'8% - 01 ¥87°C e LLT'SY 98t = E¥L'L 161°C L06 108°cP JoueInsu|
L90TLI 006701 « - 2 L9T1°L £00°8¥1 868°cr1 C - - 901°F sasuadxa Suisielpun jjueln
99¢°11 vr8's - 2 C 76T $6Z°01 LT6'L Z - = 89¢°C 1uawdoaasp pue uopeanpy
1217001 = 700°C L00'9 = ZI'ze LYS'ETl - 09€°C 8LOL 8LS°S 1£5°801 uoneziuowe pue uoneradag

: # - - " > FIFLT vIv'LI - - - - 199p ped
1L0°S0€ = - = - 1L0°S0€ T6£°6TE . = : - T6E°6TE saotasas/satfddns [eunuy
6516 = 697°C e = 0LT°L pIvEl E 66L°E C 0£9° S86't SuIsIaApy

sasuadxa Suneiado 0
£PEE08°] 68+°L01 106°LET 16T°¢4C 5 T99°FIET 6£T°6T61 96L' 01 £SEELT 1€ 14T 8087 186'78¢°1
#5816 SLTS 0lt'L Iz . L5699 S0L101 PSE'S LOY'6 79611 69T°1 €ILEL soxe) [[o1Ae
£2091T 1L9°F%1 915 10¢°8C : SEF'S91 SLS'STT SHE0l €TH'L £TT0E 108 €80°LLI sijauag 2adodwy
99FCerT §  EbSUL8 §  SLE'TTI § 8L9TOT § = $  0LT'T80'1S 6S6°L6ST § L6068 §  €TS9ST $ 9v0'661 $ 80ITIT $  SSITLIIS uonesuadwo)
Slijauaq pue ﬁo:amcoQEoU
sasuadxqg Suisierpung doyg [eIau2n) pue U0 2B sasuadxyg Suisierpun | doysg [eJoUan) pue uIWo0ID) k)
_muour ﬂf:.:( EUEQmm:NE _u:.m u.aom_ [eunuy/ [B10], ﬁ.E_.C. ﬂcuEummEm—Z pue E.mom [ewiy
90T L10Z

910 PUE L[0T ‘1€ J9quada( pIpud 483X YL 10,
sasuadxq [euonIun JO SIUAWAEIS
*au] ‘413190 JuBWINY XEJI[EH



Halifax Humane Society, Inc.
Statements Of Cash Flows
For The Years Ended December 31, 2017 and 2016

2017 2016
Cash Flows From Operating Activities
Change in net assets 444,206 3 2,208,877
Adjustments to reconcile change in net assets to net
cash provided by (used in) operating activities:
Depreciation & amortization 123,547 100,121
Net unrealized and realized (gains) loss on investments (209,233) (101,383)
(Gain) loss in charitable remainder trusts (5,892) (18)
(Gain) loss in perpetual trusts (83.,451) (23,445)
Decreases (increases) in certain assets:
Accounts receivable 124,422 (155,590)
Contributions and bequests receivable 352,841 (398,801)
Pledges receivable 176,886 19,864
Inventory (15,249) (16,697)
Prepaid expenses (15,437) 856
Refundable deposits (4,350) (911)
Increases (decreases) in certain liabilities:
Accounts payable and accrued liabilities 126,573 19,780
Deferred revenue 60,974 (119,927)
Annuity payable - (3,155)
Total Adjustments 631,631 (679,306)
Net Cash Provided by Operating Activities 1,075,837 1,529,571
Cash Flows From Investing Activities
Purchase of land, buildings and equipment (836,776) (720,788)
Sale of investments 796,337 1,127,191
Purchase of investments (1,014,853) (1,844,415)
Net Cash Used In Investing Activities (1,055,292) (1,438,012)
Net increase in cash and cash equivalents 20,545 91,559
Cash And Cash Equivalents, Beginning Of Year 190,072 98,513
Cash And Cash Equivalents, End Of Year 210,617 $ 190,072

The accompanying independent auditors report and notes
should be read with these financial statements.
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Halifax Humane Society, Inc.
Notes To Financial Statements
December 31,2017 And 2016

NOTE 1 — Organization And Summary Of Significant Accounting Policies

A.

Organization Activities

The Halifax Humane Society, Inc. (The Society) was established in 1937 as a not-for-profit organization
to provide an animal shelter for care, remedial treatment, cruelty prevention, pet spay/neuter surgery,
humane education programs, humane and animal bonding events, and other activities that promote the

wellbeing and proper care of companion animals. The Society is supported primarily through donor
contributions and fees for services.

The Boarding, Grooming & Travel Center was established in 2017 to provide pet services in the form of
boarding, grooming and pet travel information to local residents and travelers. This program is supported

through fees for services and the profits are designed to support the shelter operations and assist with
sustainability.

Basis Of Accounting

The Society follows standards of accounting and financial reporting prescribed for not-for-profit
organizations. It uses the accrual basis of accounting, which recognizes revenue when earned and
expenses as incurred.

Cash And Cash Equivalents

The Society considers all highly liquid cash instruments with a maturity of three months or less to be
cash equivalents.

Financial Statements
The financial statements presentation follows the recommendations of the Financial Accounting

Standards Board in ASC 958, Not-for-Profit Entities Presentation of Financial Statements using the
accrual basis of accounting.

These financial statements present unrestricted, temporarily restricted and permanently restricted net
assets to reflect the donor imposed limitations and restrictions placed on the resources available to the
Society as follows:

Net Assets

Unrestricted Net Assets — The unrestricted net asset class includes the general and board designated assets
and liabilities of the Society. Revenue and support received by the Society without explicit donor
restrictions that specify how the donated asset must be used or maintained are reported as unrestricted to
the Society. In general, the unrestricted net assets of the Society may be used at the discretion of the
Society’s management and the board of Directors to support the Society’s purposes and operations.

Temporarily Restricted Net Assets — The temporarily restricted net asset class includes expendable assets
and related liabilities of the Society. These assets relate to gifts with explicit time or purpose restrictions
that have not yet been met. When the time or purpose restriction is met these assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from restriction.

-6-
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 1 - Organization And Summary Of Significant Accounting Policies (continued)

Permanently Restricted Net Assets — The permanently restricted net asset class includes assets and related
liabilities of the Society related to contributions for which the donor has restricted the investment of the
gift corpus in perpetuity. The income generated from the investment of corpus is available for the
Society’s operations in accordance with the donor restrictions. Appreciation related to the permanently
restricted net assets, if not specifically restricted otherwise, follows the donor’s income restriction and is
included in the appropriate unrestricted or temporarily restricted net asset class.

F.  Contributions

Contributions, including unconditional promises to give, are recorded as received. All contributions are
considered to be available for the general programs of the Society unless specifically restricted by the
donor. Conditional promises to give are recognized when the conditions on which they depend are
substantially met. Unconditional promises to give due in the next year are reflected as short-term
contributions receivable and are recorded at their net realizable value. Unconditional promises to give
due in subsequent years are reflected as long-term contributions receivable and are reported at the present
value of their net realizable value, using risk-free interest rates applicable to the years in which the
promises are to be received. The Society reports gifts of cash and other assets as restricted support if
they are received with donor stipulations that limit the use of the donated assets.

G. Investments
Investments are stated at fair value. To calculate realized gain or loss on the disposition of investments
and unrealized gains and losses, cost is determined by specific identification. All gains and losses
and ordinary income from investments are accounted for as unrestricted revenue unless it is restricted
for a specified purpose by the donor of the related investment.

H.  Accounts Receivable
The accounts receivable arise from fees charged to local municipalities for animal care and shelter.

Accounts are charged to bad debt expense as they are deemed uncollectible based upon a periodic
review of the accounts.

L. Inventories

Inventories, which consist of animal supplies for resale, are carried at the lower of cost or market
determined on the first-in, first-out basis.

J. Land, Buildings and Equipment
Purchases of land, buildings and equipment having a unit cost of $1,000 or more and an estimated useful
life of five years or more are capitalized at cost. Donated assets are capitalized at the estimated fair-
market value at the time of receipt. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets which range from 5 to 39 years. In the absence of donor-imposed
restrictions on the use of the asset, gifts of long-lived assets are reported as unrestricted contributions,

K.  Donated Services
A substantial number of volunteers donate significant amounts of their time to the Society’s programs
and supporting services. Such services have not been reflected in the accompanying financial statements
because these services do not meet the criteria for recognition as contributed services.

-
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 1 - Organization And Summary Of Significant Accounting Policies (continued)

L.

Income Taxes
The Society qualifies for exemption from federal income taxation under Internal Revenue Code (IRC)

Section 501(c)(3) and is not classified as a private foundation under IRC Section 509 (a)(2). Accordingly,
the accompanying financial statements do not reflect a provision for income taxes.

Management reviews its tax position annually and has determined that there are no material uncertain
tax positions that require recognition in the financial statements.

The Organization files tax returns in the U.S. federal jurisdiction. With few exceptions, the Organization

is no longer subject to U.S. federal income tax examinations by taxing authorities for years before
December 31, 2014.

Use of Estimates

The preparation of financial statements in accordance 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.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional

basis in the statement of activities. Accordingly, certain costs have been allocated among the services
benefited.

Fair Value of Financial Instruments

The following methods and assumptions were used by the Society to estimate the fair market values of
financial instruments as disclosed herein:

Cash and cash equivalents, investments and short-term contributions receivable:

The carrying amounts reported in the statement of financial position approximate fair values because of
the short maturities of those instruments.

Charitable remainder trusts.
The fair value is estimated by discounting the future cash flows using a current risk-free rate of return

based on the yield of a U.S. Treasury security with a maturity date similar to the expected collection
periods.

Perpetual trust held by third party:

The fair value of the Society’s interest in perpetual trust assets is based on quoted market prices of the
trust assets or similar investments.

-8-
OLIVARI & ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS



Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 2 — Contribution And Bequests Receivables

Contributions and bequests receivable consist of amounts donated under trust agreements due within the next
fiscal year are reflected at present value of estimated future cash flows using a discount rate of 5.0%.
Differences between the amounts allocated and collected have historically been insignificant. Accordingly, no
provision is made for uncollectible amounts.

The Society anticipates collection of outstanding receivables as follows at December 3 1,2017 and 2016:

2017 2016

Receivable in less than one year $ 160,269 § 513,110

NOTE 3 — Pledge Contributions Receivable

The pledge contributions receivable balance consists of the following at December 31:

2017 2016
Pledge contributions receivable ' $ 110864 $ 291,014
Less estimated discount due over four years (. 922) ( 4,186)
Pledge receivable, net 109,942 286,828
Less current portion 78,341 246,283
Pledge receivable, net, non-current $ 31,601 $ 40,545

NOTE 4 — Fair Value Measurements

Fair values for short-term investments and perpetual trusts are determined by reference to quoted market prices
and other relevant information generated by market transactions. The fair value of the charitable remainder
trusts are estimated as the present value of expected future cash inflows.

The fair value measurements and levels within the fair value hierarchy of those investments are carried at
market value and consist of the following:

® Level | inputs are quoted prices for identical investments in active markets.

® Level 2 inputs are quoted prices for similar instruments in active markets; and model-derived valuations in
which all significant inputs and significant value drivers are observable in active markets.

e Level 3 inputs are model derived valuations in which one or more significant inputs or significant value
drivers are unobservable.

-0.
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31, 2017 And 2016

NOTE 4 — Fair Value Measurements (continued)

In determining the fair value, the Organization utilizes valuation techniques that minimize the use of
unobservable inputs and maximize the use of observable inputs. Inputs used to measure the fair value of an
asset or liability may result in the asset or liability falling into more than one level of the hierarchy. In this case,
the classification is based on the least determinate input that is significant to the fair value measurement.

The following represents assets measured at fair value on a recurring basis at December 31, 2017

Fair Value Level 1 Level 2

Cash and cash equivalents $ 210,617 $ 210617 3 -
Investments:

Bonds 3,139,946 3,139,946 -

Equities 732,910 732,910 -

Money Market Funds 425214 425214 -

Mutual Funds 1,542,429 1,542,429 -

Preferreds 129.624 129.624 5

5,970,123 5,970,123 -

Charitable remainder trusts, net 20,767 - 20,767

Perpetual trust held by third party 791.578 - 791,578

§ 6,993,085 $ 6,180,740 $ 812345

The following represents assets measured at fair value on a recurring basis at December 31, 2016:

Fair Value Level 1 Level 2

Cash and cash equivalents § 190,072 § 190,072 $ -
Investments:

Bonds 2,288,521 2,288,521 -

Equities 651,475 651,475 -

Money Market Funds 1,051,981 1,051,981 -

Mutual Funds 1,401,923 1,401,923 -

Preferreds 148.476 148.476 -

5,542,376 5,542,376 -

Charitable remainder trusts, net 14,875 - 14,875

Perpetual trust held by third party 708.127 - 708,127

$ 6,455,450 $ 5,732,448 § 723,002

-10-
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31, 2017 And 2016

NOTE 5 — Investments

Investments consist of the following at December 31, 2017:

Fair Unrealized

Cost Value Gain (Loss)

Bonds $ 3,129,856 $ 3,139,946 $ 10,090

Equities 412,813 732,910 320,097

Money Market Funds 425,214 425214 -

Mutual Funds 1,363,047 1,542,429 179,382

Preferreds 122.809 129.624 6.815

Total Investments $ 5,453,739 $ 5.970,123 $§ 516384
Investments consist of the following at December 31, 2016:

Fair Unrealized

Cost Value Gain (Loss)

Bonds $ 2,285,290 $ 2,288,521 $ 3,231

Equities 407,689 651,475 243,786

Money Market Funds 1,051,981 1,051,981 -

Mutual Funds 1,327,105 1,401,923 74,818

Preferreds 144,734 148.476 3.742

Total Investments $ 5,216,799 $ 5,542,376 § 325577

Investment securities are exposed to various risks, such as interest rate, market, and credit risk. Due to the level
of uncertainty related to changes in interest rates, market volatility and credit risk, it is at least reasonably
possible that changes in these risks could materially affect the fair value of the investments reported in the
statement of financial position as of December 31, 2017. However, the Organization has adopted policies to
mitigate the risk through diversification of invested assets.

Investment return for the years ended December 31, 2017 and 2016 consist of the following:

2017 2016
Realized and unrealized gains / (losses) - net $ 209,233 $ 101,383
Interest and dividends 112,793 97,687
Investment fees kS 9.235) ( 8.647)
312,791 190,423
Operating interest - -
Investment income $ 312791 3 190,423

<=
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 6 — Split-Interest Agreements

Charitable Remainder Trusts — The Society is the beneficiary of a charitable remainder unitrust, held and
administered by a local financial institution. Under the terms of the trust, the primary beneficiaries received
quarterly distributions from the trust and income earned on the trust’s assets must remain in the trust until the
death of the primary beneficiaries. At that time, the remaining assets of the trust are to be distributed to the
Society. The asset, long-term contributions receivable, represents the recognition of an amount receivable for
the present value of the estimated future benefits to be received when the assets are distributed. The
contributions receivable are reported at the present value of their net realizable value, using interest rates
applicable to the years in which the promises are to be received (currently 5.0%).

The Society’s charitable remainder trusts for years ended December 31, 2017 and 2016 are as follows:

2017 2016
Charitable remainder trusts $ 78,332 $ 77,340
Discount (_ 57.565) _(__ 62.465)
Charitable remainder trusts, net § 20,767 $ 14,875

During the years ended December 31, 2017 and 2016, the Society recognized unrealized gain/(loss) of $5,892
and $18, respectively.

Perpetual Trust Held by Third Party — The Society is a 17% beneficiary of the Rogers Perpetual Trust held by
a local financial institution. Under the terms of the trust, the Society has the irrevocable right to receive their
share of the income earned on the trust assets in perpetuity, but never receives the assets held in trust. Income
from the trust is unrestricted and expendable to support general operations. The Society’s beneficial interest in
perpetual trust assets is recognized at the fair value of the trust assets.

At December 31, 2017 and 2016 the Society’s beneficial interest in the perpetual trust’s asset is as follows:

2017 2016

Perpetual trust held by third party § 791,578 $ 708,127

During the years ended December 31, 2017 and 2016, the Society recognized unrealized gain/(loss) of $83,451
and $23,445 respectively.

Charitable Gift Annuities — The Society has entered into irrevocable agreements with donors whereby in

exchange for the gift from the donor, the Society is obligated to provide an annuity to the donor for the
remainder of their lives.

A liability is recognized for the estimated present value of the annuity obligation and the assets are recorded at
their gross market value for the agreement where the Society is the trustee. The discount rate and actuarial
assumptions used in calculating the annuity obligation are those provided in Internal Revenue Service
guidelines and actuarial tables.
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 6 — Split-Interest Agreements (continued)

Assets of the Society that are derived from the charitable gift annuities are as follows:

2017 2016
Investments § 153310 $ 149202
NOTE 7 — Land, Buildings And Equipment
Land, buildings and equipment for the Society consists of the following:
2017 2016
Land and improvements § 846,565 $ 846,565
Building and improvements 3,313,323 2,564,624
Equipment and vehicles 487,268 402.368
4,647,156 3,813,557
Less: Accumulated depreciation (1.501.425) (_1.381.056)
Land, buildings, and equipment, net $§ 3.145.731 $ 2432501

Depreciation expense for the years ended December 31, 2017 and 2016 was $123,547 and $100,121,
respectively.

NOTE 8 — Restriction Of Net Assets

Temporarily Restricted Assets

Temporarily restricted net assets are available for the following purposes or periods:

2017 2016
Grant & Donor temporarily restricted contributions — cash $ 7,535 $ 3,679
Bequest receivable 158,324 512,967
Pledges receivable and brokerage 2,047,904 2,332,893
Charitable remainder trusts, net 20,767 14.874
Total Temporarily Restricted Net Assets $ 2,234,530 $ 2864413
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 8 — Restriction Of Net Assets (continued)

The change in temporarily restricted net assets consist of the following:

2017 2016

Beginning balance $ 2,864,413 $ 1,167,752
Contributions, legacies and bequests 31,588 517,472
Capital Campaign 484,428 1,441,515
Investment income 9,534 10,039
Actuarial gains / (losses) 5,892 18
Release for incurred expenses and time restriction ((1.161.325) (272.383)
Ending balance $ 2,234,530 § 286441

Permanently Restricted Assets

Permanently restricted net assets consist of the Society’s interest in perpetual trust assets, which are to be held
indefinitely, the income from which is expendable to support general operations.

The Society’s permanently restricted net assets for years ended December 31, 2017 and 2016 are as follows:

2017 2016
Tignor Perpetual Trust $ 240,156 $ 240,156
Ciri Perpetual Trust 423,537 423,537
Rogers Perpetual Trust 791.578 708,127
$§ 1455271 $ 1,371,820
The change in permanently restricted net assets consist of the following:
2017 2016
Beginning balance $ 1,371,820 $ 1348375
Gain/(loss) in perpetual trust 83.451 23.445
Ending balance $ 1.455271 $ 1,371,820

NOTE 9 — Commitments

The Society leases storefront space for the thrift shop in Ormond Beach. The lease is for a period of three years
commencing on August 1, 2015. The initial rent is $2,060 per month which includes taxes, insurance, common
area maintenance, and sales tax and increases 1.5% annually.
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 9 — Commitments (continued)

The Society leases storefront space for the clinic in Daytona Beach. The lease is for a period of three years
commencing on October 15, 2017. The initial rent is $1,637 per month which includes taxes, insurance,
common area maintenance, and sales tax and increases 5% annually

In addition, the Organization leases office equipment under a non-cancellable operating lease expiring through
2017.

Rent expense for the years ended December 31, 2017 and 2016 was $56,012 and $54,986, respectively.

The following is a schedule of future minimum rental payments required under the above operating leases as
of December 31, 2017:

Year Ending December 31, Amount

2018 $ 34,697
2019 20,639
2020 15,944

71,280
NOTE 10 — Retirement Plan

The Society maintains a SIMPLE retirement plan for the benefit of its full-time employees. The plan covers
all full-time employees after 90 days of employment, subject to the eligibility requirements in the SIMPLE
Plan Adoption Agreement. For employee contributions up to 3% of their eligible pay, the Society is obligated
to make a matching contribution. Employer contributions to this plan for the years ended December 31, 2017
and 2016 was $24,535 and $14,194, respectively.

NOTE 11 — Contingency

Restrictive Covenants

The Society was granted the ECHO Grant in May 2014 in the amount of $400,000. As grantee, the Society is
obligated to maintain the facility in a clean working order and maintain and/or replace equipment, furnishings,
and items described in the grant and/or purchased as part of the grant project. The project shall remain open
and in operation for a period of 40 years.

If the restrictions are violated within the 40-year period, the County of Volusia shall be entitled to liquidated
damages pursuant to the following schedule:

1. If the violation occurs within the first half of the effective time of these covenants, the County shall be
entitled to return of the entire grant amount.

2. If the violation occurs after the first half of the effective time period, the County shall be entitled to
return of the entire grant amount, less the quotient of 2 divided by the number of years in the time
period times each year past the mid period of the effective time period times the grant amount.
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Halifax Humane Society, Inc.
Notes To Financial Statements (continued)
December 31,2017 And 2016

NOTE 12 — Concentration Of Credit Risk

Cash deposits in banks are covered by the FDIC up to $250,000. For the year ended December 31, 2017, the
Organization’s cash and cash equivalents did not exceed federally insured limits.

NOTE 13 — Supplemental Cash Flow Information

For the years ended December 31, 2017 and 2016, there were no interest or income taxes paid.

NOTE 14 — Subsequent Events

Subsequent Events were evaluated as of July 9, 2018 which is prior to the financial statement availability date
of July 11, 2018.
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