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CBIZ CPAs PC.

/C B I Z CPAs 4722 North 24 Street

Suite 300
Phoenix, AZ 85016

P:602.264.6835

Independent Auditors’ Report

To the Board of Directors of
Arizona Animal Welfare League

Opinion

We have audited the financial statements of Arizona Animal Welfare League (the “Organization”), which
comprise the statements of financial position as of December 31, 2025 and 2024, and the related statements
of activities and changes in net assets, functional expenses, and cash flows for the years then ended, and
the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Organization as of December 31, 2025 and 2024, and the changes in its net assets and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (“GAAS”). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to
continue as a going concern for one year after the date that the financial statements are available to be
issued.

CBIZCPAS.COM



Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
e exercise professional judgment and maintain professional skepticism throughout the audits.

e identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control. Accordingly, no such opinion is expressed.

e cvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

CBIZ CPA< P.C.

Phoenix, Arizona
August 27, 2026



ARIZONA ANIMAL WELFARE LEAGUE
STATEMENTS OF FINANCIAL POSITION

December 31, 2025 and 2024

2025 2024

Assets
Current Assets

Cash and cash equivalents $ 3,366,038 $ 3,522.414

Bequests receivable 4,105,972 1,397,127

Pledges receivable 243,637 287,155

Accounts receivable 4,397 3,209

Inventories 167,679 103,877

Prepaid expenses and other current assets 142,993 118,320
Total Current Assets 8,030,716 5,432,102
Long-Term Assets
Pledges receivable, net of current portion 176,666 40,000
Property and equipment net 6,842,102 5,671,764
Operating lease right-of-use asset, net 177,137 310,895
Investments 12,587,337 7,879,614
Assets held by others for board designated - quasi endowment 328,547 293,742
Beneficial interest in perpetual trusts 4,894,000 4,502,000
Total Long-Term Assets 25,005,789 18,698,015
Total Assets $ 33,036,505 $ 24,130,117

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE

STATEMENTS OF FINANCIAL POSITION (CONTINUED)

December 31, 2025 and 2024

Liabilities and Net Assets

Current Liabilities
Accounts payable
Accrued liabilities
Deferred revenue
Current portion of operating lease liability
Current portion of finance lease liability

Total Current Liabilities
Operating Lease Liability, net of current portion
Finance Lease Liability, net of current portion
Total Liabilities
Net Assets
Without donor restrictions
Board designated

Undesignated

Total net assets without donor restrictions
With donor restrictions

Total Net Assets

Total Liabilities and Net Assets

2025 2024

$ 42,077 S 9,886
255,542 178,441
27,223 113,896
118,362 117,257
12,344 11,916
455,548 431,396
77,832 195,971

16,055 28,399
549,435 655,766
328,547 293,742
24,118,658 16,245,538
24,447,205 16,539,280
8,039,865 6,935,071
32,487,070 23,474,351

$ 33,036,505 $ 24,130,117

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Year Ended December 31, 2025

Without Donor With Donor
Restrictions Restrictions 2025
Support and Revenues
Contributions $ 3,453,077 588,074 4,041,151
Contributions - capital campaign 292,082 710,522 1,002,604
Bequests 8,057,651 500,000 8,557,651
Donated materials and services 491,767 -- 491,767
Clinic operations 109,620 - 109,620
Adoption fees 799,622 -- 799,622
Investment income 930,975 131,703 1,062,678
Income from beneficial interests in perpetual trusts 221,639 -- 221,639
Change in value of beneficial interests in
perpetual trusts -- 392,000 392,000
Other 28,231 -- 28,231
Total support and revenues before special
events revenue, retail store sales and net
assets released from restrictions 14,384,664 2,322,299 16,706,963
Special events revenues 275,912 -- 275,912
Less direct donor benefit (200,775) -- (200,775)
Gross profit on special events 75,137 -- 75,137
Retail store sales 124,653 -- 124,653
Less related costs of sales (37,311) -- (37,311)
Gross profit on retail store sales 87,342 - 87,342
Net assets released from restrictions 1,217,505 (1,217,505) -
Total Support and Revenues 15,764,648 1,104,794 16,869,442
Expenses
Program services
Adoptions 2,402,266 -- 2,402,266
Medical (Shelter) 3,700,865 -- 3,700,865
Community Engagement 443,942 -- 443,942
Medical (Public) 262,168 -- 262,168
Total program services 6,809,240 - 6,809,240
Supporting services
Management and general 468,377 -- 468,377
Fundraising and development 579,106 -- 579,106
Total supporting services 1,047,483 -- 1,047,483
Total Expenses 7,856,723 -- 7,856,723
Change in Net Assets 7,907,925 1,104,794 9,012,719
Net Assets’ Beginning Of Year 16,539,280 6,935,071 23,474,351
Net Assets, End of Year $ 24,447,205 8,039,865 $ 32,487,070

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Year Ended December 31, 2024

Without Donor ‘With Donor

Restrictions Restrictions 2024
Support and Revenues
Contributions $ 2,604,549 $ 181,619 $§ 2,786,168
Contributions - capital campaign -- 300,000 300,000
Bequests 2,959,079 430,000 3,389,079
Donated materials and services 179,872 -- 179,872
Clinic operations 158,155 -- 158,155
Adoption fees 709,104 -- 709,104
Investment income 531,017 56,847 587,864
Income from beneficial interests in perpetual trusts 206,534 -- 206,534
Change in value of beneficial interests in
perpetual trusts -- 229,000 229,000
Other 81,599 -- 81,599
Total support and revenues before special
events revenue, retail store sales and net 7,429,909 1,197,466 8,627,375
assets released from restrictions
Special events revenues 383,254 -- 383,254
Less direct donor benefit (154,213) -- (154,213)
Gross profit on special events 229,041 -- 229,041
Retail store sales 127,608 -- 127,608
Less related costs of sales (59,195) -- (59,195)
Gross profit on retail store sales 68,413 -- 68,413
Net assets released from restrictions 353,748 (353,748) --
Total Support and Revenues 8,081,111 843,718 8,924,829
Expenses
Program services
Adoptions 2,099,967 -- 2,099,967
Medical (Shelter) 3,087,447 -- 3,087,447
Community Engagement 314,834 -- 314,834
Medical (Public) 386,635 -- 386,635
Total program services 5,888,883 -- 5,888,883
Supporting services
Management and general 329,335 -- 329,335
Fundraising and development 482,261 -- 482,261
Total supporting services 811,596 -- 811,596
Total Expenses 6,700,479 -- 6,700,479
Change in Net Assets 1,380,632 843,718 2,224,350
Net Assets, Beginning of Year 15,158,648 6,091,353 21,250,001
Net Assets, End of Year $ 16,539,280 $ 6,935,071 $§ 23,474,351

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2025

Salaries

Employee insurance and benefits
Supplies/medical expenses
Occupancy

Travel and related expenses

Office supplies and small equipment
Outside services

Depreciation

Total expenses

Special events direct donor benefits
Retail store costs of sales

Total functional expenses

Program Services

Supporting Services

Community Program Management  Fundraising and Support

Adoptions  Medical (Shelter) Engagement Medical (Public) Total and General Development Total Total
§ 1,909,582 § 1,598,159 § 346,304 S 101,057 $ 3,955,102 $ 242,229 $ 368,080 3 610,309 $ 4,565,411
195,786 143,329 30,857 9,576 379,548 32,492 23,949 56,441 435,989
59,509 1,084,354 40,525 132,689 1,317,077 6,513 24,249 30,762 1,347,839
111,278 522,297 420 2,996 636,991 16,350 8,197 24,547 661,538
6,214 53,508 6,495 1,561 67,778 593 2,928 3,521 71,299
8,001 36,884 3,764 2,669 51,318 5,354 4,056 9,410 60,728
33,184 143,255 1,253 3,161 180,853 149,734 128,962 278,696 459,549
78,712 119,079 14,324 8,459 220,573 15,112 18,685 33,797 254,370
2,402,266 3,700,865 443,942 262,168 6,809,240 468,377 579,106 1,047,483 7,856,723
- - - - - - 200,775 200,775 200,775
37,311 - - - 37,311 - - - 37,311
$ 2439577 $ 3,700,865 § 443942  $ 262,168 $§ 6,846,551 § 468,377 § 779,881 $§ 1,248258 § 8,094,809

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2024

Salaries

Employee insurance and benefits
Supplies/medical expenses
Occupancy

Travel and related expenses

Office supplies and small equipment
Outside services

Depreciation

Total expenses

Special events direct donor benefits
Retail store costs of sales

Total functional expenses

Program Services

Supporting Services

Community Program Management  Fundraising and Support

Adoptions Medical (Shelter)  Engagement  Medical (Public) Total and General Development Total Total
$ 1,663,763 $§ 1,387,058 § 95777 % 302,514 § 3449,112 212,904 $ 302,670 S 515,574  $ 3,964,686
159,583 141,441 12,036 23,041 336,101 12,631 31,394 44,025 380,126
31,232 819,425 184,232 38,317 1,073,206 7 12,399 12,406 1,085,612
114,219 390,163 2,353 463 507,198 14,986 7,194 22,180 529,378
2,929 48,803 377 2,650 54,759 -- -- -- 54,759
5,165 22,687 827 2,495 31,174 2,507 7,710 10,217 41,391
30,092 145,105 5,674 505 181,376 56,546 93,484 150,030 331,406
92,984 132,765 13,558 16,650 255,957 29,754 27,410 57,164 313,121
2,099,967 3,087,447 314,834 386,635 5,888,883 329,335 482,261 811,596 6,700,479
-- -- -- -- - -- 154,213 154,213 154,213
38,876 20,319 -- - 59,195 -- -- -- 59,195
§ 2,138,843 § 3,107,766 § 314,834  $ 386,635 § 5948,078 § 329,335  $ 636,474 $ 965,809 § 6,913,887

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE
STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2025 and 2024

2025 2024

Cash Flows from Operating Activities
Change in net assets $ 9,012,719 § 2,224,350
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation 254,370 313,121
Realized and unrealized gains on investments (470,641) (191,087)
Change in value of beneficial interests in perpetual trusts (392,000) (229,000)
Contributions restricted for endowment (500,000) (430,000)
Contributions restricted for investment in long-lived assets (710,522) (300,000)
Non-cash lease expense 133,758 115,983
Changes in operating assets and liabilities:
Bequests receivable (2,708,845) (241,080)
Pledges receivable (93,148) (5,111)
Accounts receivable (1,188) 4,989
Inventories (63,802) 44,348
Prepaid expenses and other current assets (24,673) (20,063)
Accounts payable 32,191 (32,685)
Accrued liabilities 77,101 22,863
Deferred revenue (86,673) 113,896
Operating lease liabilities (143,230) (115,967)
Net Cash Provided by Operating Activities 4,315,417 1,274,557

Cash Flows from Investing Activities

Proceeds from sale of investments 2,025,557 3,424,163

Purchases of investments (6,297,444) (4,114,365)

Purchases of property and equipment (1,398,512) (426,138)
Net Cash Used in Investing Activities (5,670,399) (1,116,340)

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE
STATEMENTS OF CASH FLOWS (CONTINUED)

For the Years Ended December 31, 2025 and 2024

2025 2024

Cash Flows from Financing Activities

Collection of contributions restricted to investment

in long-lived assets $ 710,522 $ 300,000

Collection of contributions restricted to endowment 500,000 430,000

Principal portion of payments made on finance leases (11,916) (11,499)
Net Cash Provided by Financing Activities 1,198,606 718,501
Net Change in Cash and Cash Equivalents (156,376) 876,718
Cash and Cash Equivalents, Beginning of Year 3,522,414 2,645,696
Cash and Cash Equivalents, End of Year $ 3,366,038 $ 3,522,414
Supplemental Disclosure of Noncash Investing

and Financing Activities

Right of use assets acquired through operating leases $ - 8 204,949

The accompanying notes are an integral part of these financial statements.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE ORGANIZATION

Arizona Animal Welfare League (the “Organization”) was incorporated in the state of Arizona in
August 1971 as a non-profit corporation. The Organization is the largest and oldest no-kill animal
shelter for dogs and cats in Arizona. A “no-kill” shelter is an animal shelter that does not kill healthy
or treatable animals even when the shelter is full, reserving euthanasia for terminally ill animals or
those considered dangerous to public safety. The Organization rescues, rehabilitates and re-homes
more than 4,000 dogs and cats that are abandoned or that have been surrendered by their owners. The
Organization does this primarily by rescuing them from other shelters in Maricopa County and in
underserved rural communities throughout the State, where they are likely to be euthanized due to the
lack of time and resources to care for them. At any one time, the Organization’s facilities will hold
140 cats and 190 dogs. The Organization also has a robust volunteer program of approximately 530
volunteers who donate 28,404 volunteer hours annually along with a foster parent network of
approximately 273 families that donated 39,782 foster hours. This group provides care and shelter in
their homes for puppies and kittens that are too young to be adopted, and those animals that are
recovering from medical procedures or that need socialization before adoption. All pets offered for
adoption have been spayed or neutered, micro-chipped and are current on all vaccinations. Any
medical treatments needed, including surgeries, are provided by the Organization’s medical team and
all animals are evaluated by the Organization’s behavior department.

The Organization not only adopts companion animals into loving homes, but also holds a leadership
position in the community in education and animal welfare issues. The Organization’s other programs
are designed to keep animals in their homes and out of the shelter system. These include dog obedience
classes, community health worker training programs focused on wellness/preventative vet care, free
behavior help for owned animals and a low-cost public clinic.

Over the past 50 years, the Organization has grown from adopting a handful of animals each year to a
full-service animal welfare organization and leader in innovative behavior training, medical care,
adoption, education and community outreach programs. Today the Organization’s shelter has an onsite
veterinary wellness/preventative clinic, kennels with a separate cattery, a training center and a
freestanding infirmary.

The significant accounting policies followed by the Organization are summarized below:

The Financial Accounting Standards Board (“FASB”) sets generally accepted accounting principles
in the United States of America (“GAAP”) to ensure consistent reporting. References to GAAP are to
the FASB Accounting Standards Codification (“ASC”).

BASIS OF PRESENTATION

The accompanying financial statements are presented in accordance with FASB ASC 958-205, Not-
for-Profit Entities — Presentation of Financial Statements. Under FASB ASC 958-205, 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 and net assets with donor restrictions.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

BASIS OF PRESENTATION (CONTINUED)

Net assets without donor restrictions

Net assets that are not subject to donor-imposed restrictions and may be expended for any purpose in
performing the primary objectives of the Organization. These net assets may be used at the discretion
of the Organization’s management and the Board of Directors.

Net assets with donor restrictions

Net assets subject to stipulations imposed by donors and grantors. Some donor restrictions are
temporary in nature; those restrictions will be met by actions of the Organization or by the passage of
time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated the funds be
maintained in perpetuity.

Donor restricted contributions are reported as increases in net assets with donor restrictions. When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets
without donor restrictions in the statement of activities and changes in net assets.

MANAGEMENT’S USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP 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.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of demand deposits, savings and money market accounts. The
Organization considers all highly liquid debt instruments with original maturities of three months or
less to be cash equivalents. Cash and cash equivalents temporarily held in investment portfolios are
included with investments. Cash deposits are insured in limited amounts by the Federal Deposit
Insurance Corporation (“FDIC”).

BEQUESTS

Bequests are recognized as contribution revenue in the period the Organization receives notification
the court has found the will of the donor's estate to be valid, the estate representative has provided
information regarding the nature and value of estate assets and liabilities, and any conditions have
been substantially met. Bequests receivable are stated at the amount the Organization expects to
receive, based upon the estimated fair value of the estate (net of potential fees and expenses) and the
Organization’s percentage interest as a beneficiary of the estate. At December 31, 2025 and 2024,
bequests receivable are all due within one year. Management provides for probable uncollectible
bequests receivable through a charge to earnings and a credit to a valuation allowance based on its
assessment of the current status of individual bequests receivable, if necessary. Balances that are still
outstanding after management has used reasonable collection efforts are written off through a charge

12



ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

BEQUESTS (CONTINUED)

to the valuation allowance and a credit to bequests receivable. Management considers bequests
receivable at December 31, 2025 and 2024 to be collectible in full and, accordingly, an allowance for
uncollectible bequests receivable is not considered necessary.

CONTRIBUTIONS RECEIVABLE

Unconditional promises to give (pledges) that are to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
initially recorded at the fair value of their estimated future cash flows as of the date of the promise to
give through the use of a present value discount technique. In periods subsequent to initial recognition,
unconditional promises to give are reported at the amount management expects to collect and are
discounted over the collection period using the same discount rate as determined at the time of initial
recognition. The discount rate determined at the initial recognition of the unconditional promise to
give is based upon management’s assessment of many factors, including when the contribution
receivable is expected to be collected, the creditworthiness of the donors, the Organization’s past
collection experience and its policies concerning the enforcement of promises to give, expectations
about possible variations in the amount or timing, or both, of the cash flows, and other factors
concerning the receivable’s collectability. Amortization of the discounts, if any, is included in
contributions. Conditional promises to give are recognized when the conditions on which they depend
are substantially met. Management provides for probable uncollectible amounts through a charge to
earnings and a credit to the allowance for uncollectible promises to give based on its assessment of
the current status of individual balances. Balances that are still outstanding after management has used
reasonable collection efforts are written off through a charge to the allowance for uncollectible
contributions receivable and a credit to contributions receivable. Management considers contributions
receivable to be collectible in full and, accordingly, an allowance for uncollectible contributions
receivable is not considered necessary. As of December 31, 2024, all pledges were due within one
year, with the exception of one pledge for which a payment of $25,000 was due in 2026 and another
pledge with payments of $5,000 due each year from 2026 — 2028 for a total of $15,000. As of
December 31, 2025, all pledges are due within one year, with the exception of three pledges, two with
payments of $5,000 due each year from 2027 — 2028 for a total of $10,000, and the other with a
payment of $166,666 due in 2027.

The discount on long-term pledges was determined by management to be immaterial at December 31,
2025 and 2024.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

ACCOUNTS RECEIVABLE

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. Management provides for probable uncollectible amounts through a charge to earnings and
a credit to the allowance for uncollectible accounts receivable based on its assessment of the current
status of individual accounts and reasonable and supportable forecasts. Balances that are still
outstanding after management has used reasonable collection efforts are written off through a charge
to the allowance and a credit to accounts receivable. Management considers accounts receivable to be
fully collectible at December 31, 2025 and 2024, and accordingly, an allowance for expected credit
losses has not been recorded.

INVENTORIES

Inventories consist of veterinary supplies and various pet supply items held for sale at the shelter gift
shops and the mall adoption outlet. Inventory value is determined based on the lower of cost, as
determined using the first-in, first-out (“FIFO”) method, or net realizable value.

INVESTMENTS AND INVESTMENT INCOME

The Organization accounts for its investments in equity and debt securities at fair value. The fair value
of investments are based on quoted market prices with the exception of the investments report at net
asset value (“NAV”) disclosed in Note 5. Investments are classified as noncurrent in the accompanying
statements of financial position based on management’s intent. The Organization also holds certain
nonmarketable certificates of deposit which are debt instruments and are carried at amortized cost and
are held to maturity. Individual certificates of deposit are insured by the FDIC.

FASB ASC 958-605 requires that if a not-for-profit organization (“NPO”) establishes a fund at a
community foundation with its own funds and specifies itself as the beneficiary of that fund, the NPO
must record the fund as an asset and the community foundation must account for the fund as a liability.
The Organization has such a fund with the Arizona Community Foundation, Inc. (“ACF”). The
amounts held by ACF totaled $328,547 and $293,742 at December 31, 2025 and 2024, respectively,
and are included in the accompanying statements of financial position as assets held by others for
board designated-quasi endowment. The Organization’s funds at ACF are pooled with other funds at
ACF to be invested.

Investment income (loss), including realized and unrealized gains and losses, is reported as increases
or decreases in net assets without donor restrictions, unless a donor restricts their use.

Investments are exposed to various risks such as interest rate, market and credit risks. Due to the
inherent risks associated with investment securities, it is possible that at least in the near-term
investment balances may differ materially from the amounts reported in the accompanying financial
statements.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

FAIR VALUE MEASUREMENT

FASB ASC 820, Fair Value Measurement, establishes a common definition for fair value to be applied
to GAAP requiring use of fair value, establishes a framework for measuring fair value, and expands
disclosures about such fair value measurements. It also establishes a hierarchy for ranking the quality
and reliability of the information used to determine fair values by requiring that assets and liabilities
carried at fair value be classified and disclosed in one of the following three categories:

Level 1: Unadjusted quoted market prices in active markets for identical assets or liabilities.

Level 2: Unadjusted quoted prices in active markets for similar assets or liabilities,
unadjusted quoted prices for identical or similar assets or liabilities in markets that
are not active, or inputs other than quoted prices that are observable for the asset or
liability.

Level 3: Unobservable inputs for the asset or liability.

PROPERTY AND EQUIPMENT

Purchased property and equipment is stated at cost. Maintenance and repairs are charged to operations
when incurred. All acquisitions of property and equipment and all costs for repairs and maintenance
that materially prolong the useful life of assets in excess of $1,000 are capitalized. When property and
equipment is sold or otherwise disposed of, the asset and related accumulated depreciation accounts
are relieved, and any gain or loss is included in operations. Depreciation and amortization of property
and equipment are computed on a straight-line basis over the following estimated useful lives:

Buildings and improvements 5 - 40 years
Equipment 3 - 20 years
Vehicles 3 -7 years
Office and clinic 3 - 10 years

Donations of property are reported as contributions at their estimated fair value at the date of donation.
Such donations are reported as increases in net assets without donor restrictions 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 contributions with donor restrictions. The Organization reports expirations of donor restrictions
when the donated or acquired assets are placed in service or as instructed by the donor. The

Organization reclassifies net assets with donor restrictions to net assets without donor restrictions at
that time.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

IMPAIRMENT OF LONG-LIVED ASSETS

The Organization accounts for long-lived assets in accordance with the provisions of FASB ASC 360,
Property, Plant and Equipment. FASB ASC 360 requires that long-lived assets be reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of
the carrying amount of an asset to future undiscounted net cash flows expected to be generated by the
asset. If such assets are considered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to
be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. No
impairment loss was recorded during the years ended December 31, 2025 and 2024.

BENEFICIAL INTERESTS IN PERPETUAL TRUSTS

The Organization is the income beneficiary of certain perpetual trusts. Under perpetual trust
agreements, the Organization records the contribution with donor restrictions at the fair value of the
Organization’s beneficial interest in the trust assets. The trusts are held and controlled by third-party
trustees. Income earned on the trust assets is recorded as income from beneficial interests in perpetual
trusts without donor restrictions in the accompanying statements of activities and changes in net assets,
unless otherwise restricted by the donor. Subsequent changes in fair value of the beneficial interest in
the trust assets are recorded as change in value of beneficial interests in perpetual trusts in the with
donor restrictions net asset class.

The Organization is entitled to a specified percentage defined in each trust agreement which ranges
from 1.5% to 33.25% of the annual income distributions from each of the trusts. The Organization
will also be entitled to a specified percentage of the total amount of the corpus assets that will be
distributed if the trusts are ever dissolved. The Organization estimated the fair value of its beneficial
interest in perpetual trusts at December 31, 2025 and 2024 based upon the Organization’s respective
percentage interest in the fair value of the underlying assets held by the trusts.

CONTRIBUTIONS

The Organization evaluates grants and contributions for evidence of the transfer of commensurate
value from the Organization to the grantor or resource provider. The transfer of commensurate value
from the Organization to the grantor or resource provider may include instances when a) the goods or
services provided by the Organization directly benefit the grantor or resource provider or are for the
sole use of the grantor or resource provider or b) the grantor or resource provider obtains proprietary
rights or other privileges from the goods or services provided by the Organization. When such factors
exist, the Organization accounts for the grants or contributions as exchange transactions under ASC
606, Revenue from Contracts with Customers, or other appropriate guidance. In the absence of these
factors, the Organization accounts for the award under the contribution accounting model.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

CONTRIBUTIONS (CONTINUED)

In the absence of the transfer of commensurate value from the Organization to the resource provider,
the Organization evaluates the contribution for criteria indicating the existence of measurable barriers
to entitlement for the Organization or the right of return to the resource provider. A barrier to
entitlement is subject to judgment and generally represents an unambiguous threshold for entitlement
that provides clarity to both the Organization and resource provider whether the threshold has been
met and when. These factors may include measurable performance thresholds or limited discretion on
the part of the Organization to use the funds. Should the existence of a measurable barrier to
entitlement exist and be accompanied by a right of return of the funds to the resource provider or
release of the resource provider from the obligation, the contribution is treated as a conditional
contribution. If both the barrier to entitlement and right of return do not exist, the contribution is
unconditional.

The Organization recognizes amounts received from unconditional contributions at the time the
Organization receives notification of the award. Contributions that include conditions imposed by the
grantor or resource provider are recognized when those conditions are met by the Organization. During
the year ended December 31, 2025, the Organization received various conditional contributions
totaling approximately $272,732 and the revenue from these contributions can only be recognized
once the funds have been spent on qualifying costs. As of December 31, 2025, approximately $27,000
has not yet been earned and is included in deferred revenue in the accompanying statement of financial
position. During the year ended December 31, 2024, the Organization received various conditional
contributions totaling approximately $313,000, with approximately $114,000 of contributions having
conditions which had not been fully met at December 31, 2024.

The Organization accounts for contributions in accordance with FASB ASC 958-605, Not-for-Profit
Entities — Revenue Recognition. In accordance with FASB ASC 958-605, contributions received are
recorded as contributions with donor restrictions or contributions without donor restrictions,
depending on the existence and/or nature of any donor restrictions. All donor-restricted support is
reported as an increase in net assets with donor restrictions on the statements of activities and changes
in net assets depending on the nature of the restriction. All contributions are considered to be available
for use unless specifically restricted by the donor. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statements of activities and
changes in net assets as net assets released from restrictions. Restricted support, where restrictions are
met in the same period as the donation is made, is shown as additions to net assets without donor
restrictions.

During the years ended December 31, 2025 and 2024, the Organization received approximately
$273,000 and $71,600, respectively, in support from Board members.
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ARIZONA ANIMAL WELFARE LEAGUE
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

DONATED MATERIALS AND SERVICES

Donated materials and services are reflected at their estimated fair values at the date of receipt.
Donated services are recognized as contributions in accordance with Financial Accounting Standards
Board (“FASB”) Accounting Standards Codification (“ASC”) 958-605 if the services (a) create or
enhance nonfinancial assets or (b) require specialized skills, are performed by people with those skills,
and would otherwise be purchased.

Donated materials and services are valued using estimated prices of identical or similar services in the
local retail markets (Level 2). The Organization’s general practice is to utilize donated items at the
program level for which the items were intended to support. During the years ended December 31,
2025 and 2024, the Organization did not monetize any in-kind contributions and there were no donor
restrictions on the donated materials and services.

During the year ended December 31, 2025, the Organization received the following donations of
materials and services which are included in the statement of activities and changes in net assets and
functional expenses as follows:

Supplies/ Outside
Medical Expenses Services Total
Medical (Shelter) $ 483,438 % 8,329 § 491,767

During the year ended December 31, 2024, the Organization received the following donations of
materials and services which are included in the statement of activities and changes in net assets and
functional expenses as follows:

Supplies/ Outside
Medical Expenses Services Total
Medical (Shelter) $ 166,855  $ 13,017 § 179,872

SPECIAL EVENTS REVENUE

The Organization conducts special events in which a portion of the gross proceeds paid by the
participant represents payment for the direct cost of the benefits received by the participant at the
event. Unless a verifiable, objective method exists to demonstrate otherwise, the fair value of meals
and entertainment provided at special events is measured at the actual cost to the Organization. The
direct costs of the special events which ultimately benefit the donor rather than the Organization are
included in special events revenue and simultaneously recorded as costs of direct donor benefits. All
proceeds received in excess of the direct costs are recorded as gross profit on special events in the
accompanying statements of activities and changes in net assets.
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ARIZONA ANIMAL WELFARE LEAGUE
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For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

REVENUE FROM CONTRACTS WITH CUSTOMERS

Revenue from contracts with customers consists of adoption fees, clinic operations, education revenue,
and retail store sales. Revenue is recognized when control of the promised goods or services is
transferred to the Organization’s customers at an amount that reflects the consideration the
Organization expects to be entitled in exchange for those services.

ADOPTION FEES

The Organization charges a fee for the adoption of animals. The adoption fee may include additional
goods or services available to the customer, however, the Organization determined that these
additional goods and services do not represent a material right to the customer, and therefore there is
one performance obligation within the contract. Amounts received for adoption fees are recorded as
revenue at the time the animal is adopted. Payment is due at the time of adoption, therefore this
transaction does not generally result in contract assets or liabilities.

CLINIC OPERATIONS

The Organization has an onsite low-cost clinic available to the public. Clinic fee revenue is primarily
with private pay contracts and is generated through performance obligations satisfied at a point in time
as services are rendered. Certain procedures require a deposit to be paid in advance. These deposits
are recorded as deferred revenue until services are provided. Payment is generally due at the time the
services are rendered and any outstanding balance is invoiced approximately monthly with balances
due within 30 days of receipt of the invoice. Outstanding balances are classified as accounts receivable
in the statements of financial position.

RETAIL STORE SALES

The Organization has retail shops at its adoption locations for sales of products to customers. Amounts
received for retail store sales are recorded as revenue at the point in time the goods are transferred to
the customer. Payment is due at the time of the sale, therefore this transaction does not generally result
in contract assets or liabilities. The Organization does not consider the right of return material to the
contract.

All of the Organization’s contracts with customers include a single performance obligation to transfer
the promised good or service. The Organization does not have any significant financing components
as payment is generally received in a customary time frame from the customers. The contracts do not
contain material amounts of variable consideration. At contract inception, the Organization evaluates
the probability of collecting the transaction price based on the history of payment by the customer.
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For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

FUNCTIONAL EXPENSES

The costs of providing the Organization’s various programs and other activities have been reported on
a functional basis in the accompanying statements of activities and changes in net assets. The statement
of functional expenses presents the natural classification detail of expense by function. Accordingly,
certain costs have been allocated among the programs and supporting services benefited. Directly
identifiable expenses are charged to program and supporting services. Expenses related to more than
one function are charged to program and supporting services based on personnel activity and other
appropriate allocation methods. Management and general expenses include those expenses that are not
directly identifiable with any other specific function but provide for the overall support and direction
of the Organization and are allocated based on personnel or other appropriate indicators. The expenses
that are allocated include the following:

Allocation Method
Salaries and employee insurance and benefits Time incurred
Depreciation, occupancy, office supplies and small equipment Purpose and utilization of space

ADVERTISING

Advertising costs, which are included in outside services in the accompanying statements of functional
expenses, are expensed as incurred and totaled approximately $56,000 and $61,400 for the years ended
December 31, 2025 and 2024, respectively.

INCOME TAX STATUS

The Organization qualifies as a tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code (the “Code”) and, accordingly, there is no provision for income taxes. In addition the
Organization qualifies for the charitable contribution deduction under Section 170 of the Code and has
been classified as an organization that is not a private foundation. Income determined to be unrelated
business taxable income (“UBTI”’) would be taxable. The Organization evaluates its uncertain tax
positions, if any, on a continual basis through review of its policies and procedures, review of its
regular tax filings, and discussions with outside experts. As of December 31, 2025 and 2024,
management does not believe any uncertain tax positions exist.

The Organization files informational returns in the U.S. federal jurisdiction and certain state and local
jurisdictions. As of December 31, 2025, U.S. federal informational returns for years ended prior to
December 31, 2022 and state returns for years ended prior to December 31, 2021 are closed to
assessment. Interest and penalties, if any, are accrued as a component of management and general
expenses when assessed.
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ARIZONA ANIMAL WELFARE LEAGUE
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For the Years Ended December 31, 2025 and 2024

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

LEASES

The Organization accounts for leases as required by FASB ASC Topic 842, Leases. The Organization
determines if a contract or arrangement is, or contains, a lease at inception. Right of Use (“ROU”)
assets represent the Organization’s right to use an underlying asset for the lease term and lease
liabilities represent an obligation to make lease payments arising from the lease. ROU assets and
liabilities are recognized at the commencement date based on the present value of lease payments over
the lease term. The Organization elected the practical expedient to use hindsight in determining the
lease term for existing leases. The Organization also elected to use the risk-free rate as a practical
expedient for the determination of a discount rate for the right-of-use asset and corresponding lease
liabilities. The ROU assets include any prepaid lease payments and additional direct costs and excludes
lease incentives. The Organization’s lease terms may include options to extend or terminate the lease
when it is reasonably certain that the option will be exercised. The Organization has made an
accounting policy election to not record ROU assets and lease liabilities for leases with an initial term
of twelve months or less on the accompanying statements of financial position.

GOING CONCERN

The Organization follows the guidance in FASB ASC 205-40, Presentation of Financial Statements -
Going Concern, which requires management to assess an entity’s ability to continue as a going concern
and to provide related disclosure in certain circumstances. There were no conditions or events, when
considered in the aggregate, that raise substantial doubt about the Organization’s ability to continue
as a going concern within one year after the date the financial statements are issued.

SUBSEQUENT EVENTS
The Organization evaluated subsequent events through August 27, 2026, which is the date the financial
statements were available to be issued.

NOTE 2 - INVESTMENTS

Investments consist of the following at December 31:

2025 2024
Cash and equivalents $ 157,988  $ 67,637
Equity mutual funds 9,774,091 5,114,832
Bond mutual funds 970,716 1,166,710
Marketable certificates of deposit 471,000 707,352
Nonmarketable certificates of deposit 830,345 500,000
Cliftwater Corporate Lending Fund 383,197 323,083
Total investments $ 12,587,337 § 7,879,614
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NOTE 2 - INVESTMENTS (CONTINUED)

Investment income consists of the following for the years ended December 31:

2025 2024
Interest income $ 644253 $ 445,244
Realized and unrealized gains 470,641 191,087
Investment fees (52,216) (48,467)
Total investment income $ 1,062,678 $ 587,864

NOTE 3 - PROPERTY AND EQUIPMENT

Property and equipment consists of the following at December 31:

2025 2024
Buildings and improvements $ 7,864,704 § 7,261,640
Land 1,480,947 753,046
Equipment 638,038 584,013
Vehicles 483,759 482,553
Office and clinic 206,982 205,775
Finance lease assets 60,323 60,323
Construction in progress 65,663 28,358
Total property and equipment 10,800,416 9,375,708
Less — accumulated depreciation (3,958,314) (3,703,944)
Property and equipment $ 6,842,102 § 5,671,764

Depreciation expense totaled $254,370 and $313,121 for the years ended December 31, 2025 and

2024, respectively.

In 2025, the Organization initiated Phase 0 of its Tails of Togetherness Capital Campaign to replace
swamp coolers in their dog kennels with new HVAC and air purification systems. The project is being
funded largely through individual contributions from donors (above and beyond their annual
operational donations), and the estimated cost to complete as of December 31, 2025 totaled

approximately $547,000.
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NOTE 3 - PROPERTY AND EQUIPMENT (CONTINUED)

Although the HVAC and air purification systems were operational as of May 2026, there were
construction expenses through summer 2026 related to the purchase and installation of additional
saloon doors to further insulate the buildings. The costs for the additional saloon doors is estimated to
be approximately $30,000 bringing the total 2025-2026 costs to approximately $768,000.

In March 2025, the Organization purchased a property for approximately $1,150,000 which will be
used as a cat/administration building in the future. In the short term, the space is serving as temporary
storage of the Organization’s community mobile and shelter transport vehicles, food and general
facilities supplies. The warehouse where those items were previously stored will be demolished as part
of Phase 1 of the Tails of Togetherness Capital Campaign to build a 6,354 square foot air-conditioned
multi-purpose community center where the Organization will deliver adoptions, dog training and
community medical programs for both community and shelter pets. Phase 2 of the capital campaign
will involve the new cat medical/administration building.

NOTE 4 - LINE OF CREDIT

The Organization has line of credit agreement with a financial institution with a borrowing limit of
$45,000. The line of credit bears interest at a variable rate of the Wall Street Journal prime rate plus
1.45% (8.2% at December 31, 2025) and with a floor of 3%. The line of credit is collateralized by
certain assets of the Organization and does not have a stated maturity date but can be cancelled at any
time by the financial institution with ninety days advance notice. There were no draws on the line of
credit during 2025 or 2024 and there was no outstanding balance under the line of credit as of
December 31, 2025 or 2024.

NOTE 5 - FAIR VALUE MEASUREMENT

The following table sets forth, by level within the fair value hierarchy, the Organization’s assets that
are measured at fair value on a recurring basis as of December 31, 2025:

Level 1 Level 2 Level 3 Total

Investments

Equity mutual funds $ 9,774,091 § - § - $ 9,774,091

Bond mutual funds 970,716 -- -- 970,716

Marketable certificates of deposit -- 471,000 -- 471,000
Total investments 10,744,807 471,000 -- 11,215,807
Beneficial interests in perpetual trusts -- -- 4,894,000 4,894,000
Total $ 10,744,807 $ 471,000 $§ 4,894,000 $ 16,109,807
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NOTE 5 - FAIR VALUE MEASUREMENT (CONTINUED)

The following table sets forth, by level within the fair value hierarchy, the Organization’s assets that
are measured at fair value on a recurring basis as of December 31, 2024:

Level 1 Level 2 Level 3 Total

Investments

Equity mutual funds $ 5114832 §$ - 3 - $ 5,114,832

Bond mutual funds 1,166,710 -- - 1,166,710

Marketable certificates of deposit -- 707,352 -- 707,352
Total investments 6,281,542 707,352 -- 6,988,894
Beneficial interests in perpetual trusts -- -- 4,502,000 4,502,000
Total § 6,281,542 § 707,352 § 4,502,000 § 11,490,894

In accordance with FASB ASC 820, the Organization is required to disclose the nature and risks of
the investments reported at net asset value (“NAV”). Investments reported at NAV as a practical
expedient are excluded from the fair value hierarchy. Investments reported at NAV include the
investments held by ACF which totaled $328,547 and $293,742 at December 31, 2025 and 2024,
respectively, and an investment in a fund which totaled $383,197 and $323,083 at December 31, 2025
and 2024, respectively.

The Organization determines the fair value of its investments held by ACF based on its investment
percentage in the consolidated ACF investment pool. ACF implements an investment strategy for
these pooled funds that includes equity, fixed income, hedge funds and private equity investments.
There are no unfunded commitments associated with the investments held at ACF and there are no
redemption restriction provisions.

CLIFFWATER CORPORATE LENDING FUND

The investment objective of the Fund is to seek consistent current income, while the Fund’s secondary
objective is capital preservation. Under normal market conditions, the Fund seeks to achieve its
investment objectives by investing at least 80% of its assets (net assets, plus any borrowings for
investment purposes) in loans to companies (“‘corporate loans”). The fund is a closed-end management
investment company which operates as an interval fund and as such, had adopted a fundamental policy
to make quarterly repurchase offers, at per-class net asset value, of not less than 5% nor more than
25% of the fund’s outstanding shares on the repurchase request deadline. If the value of shares
tendered for repurchase exceeds the value the Fund intended to repurchase, the Fund may determine
to repurchase less than the full number of Shares tendered. In such event, Shareholders will have their
Shares repurchased on a pro rata basis, and tendering Shareholders will not have all of their tendered
Shares repurchased by the Fund. There is no assurance that an investor will be able to tender their
shares when or in the amount that they desire. There are no unfunded commitments associated with
this investment.
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NOTE 5 - FAIR VALUE MEASUREMENT (CONTINUED)
CLIFFWATER CORPORATE LENDING FUND (CONTINUED)
The Organization has no other financial instruments subject to fair value measurement on a recurring
basis as of December 31, 2025 and 2024.

NOTE 6 - EMPLOYEE BENEFIT PLAN
The Organization has a 401(k) Plan that covers all employees who meet specified age and time of
service requirements. The Plan provides for participating employees to defer up to 100% of their
annual compensation, as defined by the Plan. The Organization did not make matching contributions
to the Plan during 2025 or 2024.

NOTE 7 - NET ASSETS WITH DONOR RESTRICTION

Net assets with donor restrictions for 2025 consists of the following:

Balance Change in Balance
1/1/2025 Contributions Fair Value Releases 12/31/2025
Restricted in perpetuity:
Beneficial interests in trusts $ 4,502,000 $ - 3 392,000 $ -- $ 4,894,000
Permanently endowed 920,000 500,000 - -- 1,420,000
Purpose restrictions:
Veterinarian services/facilities 229,084 719,777 - (15,277) 933,584
Community outreach 14,298 - - - 14,298
Adoptions 385 -- -- -- 385
Time 100,032 -- -- (50,032) 50,000
Capital expenditures 1,143,692 710,522 - (1,143,692) 710,522
Other 25,580 -- -- (8,504) 17,076
Total net assets with donor restrictions $ 6935071 $ 1,930,299 § 392,000 $ (1,217,505) $ 8,039,865
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NOTE 7 - NET ASSETS WITH DONOR RESTRICTION (CONTINUED)

Net assets with donor restrictions for 2024 consists of the following:

Balance Change in Balance
1/1/2024 Contributions Fair Value Releases 12/31/2024
Restricted in perpetuity:
Beneficial interests in trusts $ 4273,000 $ - 3 229,000 $ - $ 4,502,000
Permanently endowed 490,000 430,000 -- - 920,000
Purpose restrictions:
Veterinarian services/facilities 347,503 189,610 - (308,029) 229,084
Community outreach 14,865 -- -- (567) 14,298
Adoptions 16,168 -- -- (15,783) 385
Time 75,000 25,032 -- - 100,032
Capital expenditures 869,606 300,000 -- (25,914) 1,143,692
Other 5,211 23,824 -- (3,455) 25,580
Total net assets with donor restrictions $ 6,091,353 $ 968,466 $ 229,000 $  (353,748) $ 6,935,071

NOTE 8 - ENDOWMENT

The Organization’s endowment consists of a fund established by the Board of Directors to function as
an endowment and a donor-restricted fund, the Mary Carol Sheets endowment, to primarily support
the hiring of bilingual veterinarians and secondarily support the Organization’s growth, as approved
by the trustee. As required by GAAP, net assets associated with endowment funds, including funds
designated by the Board of Directors to function as endowments, are classified and reported based
upon the existence or absence of donor-imposed restrictions.

Endowment composition and changes in the endowments are as follows for the year ended

December 31, 2025:

Endowment net assets, January 1, 2025
Contributions
Investment Return:

Interest and dividends

Realized and unrealized gains
Appropriations for expenditures

Endowment net assets, December 31, 2025

Without Donor With Donor
Restrictions Restrictions Total
$ 293,742 $ 1,001,045 $ 1,294,787
-- 500,000 500,000
5,101 80,218 85,319
29,704 51,485 81,189
$ 328547 $ 1,632,748 $ 1,961,295
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NOTE 8 - ENDOWMENT (CONTINUED)

Endowment composition and changes in the endowments are as follows for the year ended
December 31, 2024

Without Donor With Donor

Restrictions Restrictions Total
Endowment net assets, January 1, 2024 $ 266,622 $ 514,198  $ 780,820
Contributions -- 430,000 430,000
Investment Return:
Interest and dividends 4,470 31,855 36,325
Realized and unrealized gains 22,650 24,992 47,642

Appropriations for expenditures -- -- -
Endowment net assets, December 31, 2024 $ 293,742 $ 1,001,045 § 1,294,787

STRATEGIES EMPLOYED FOR ACHIEVING OBJECTIVES

To satisfy its long-term rate of return objectives, the Organization invests in domestic and international
equities, fixed income, and money market strategies. The Organization targets a diversified asset
allocation that places a greater emphasis on preservation of the fair value of endowment assets with
the maximization of earnings as a secondary objective.

SPENDING PoLicY AND HOW THE INVESTMENT OBJECTIVES RELATE TO SPENDING POLICY
The Organization adopted a policy, approved by the Board of Directors, which requires a portion of
planned giving income to be reinvested until such time as the principal of the endowment fund has
reached $100,000 before distributions will be taken. Only one distribution will be made each year as
directed by the Board equal to 5% of the total value of the assets in the Endowment. In establishing
this policy, the Organization considered the long-term expected return on its endowments.

The Mary Carol Sheets Endowment does not allow the Organization to withdraw funds until the
endowment has been fully funded, as determined by the donor and estimated to be $3-$4 million, or
upon the seventh anniversary of the endowment agreement (April 2030). Once fully funded, the
Organization may withdraw up to 5% of the total value of the assets in the Endowment during the
year. The Organization may take multiple distributions up to this 5% limit per year. No distributions
were taken in 2025 or 2024 from the endowment funds.

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or MCFA requires the Organization to retain as a fund
of perpetual duration. As of December 31, 2025 and 2024, the Organization had no underwater
endowments.
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NOTE 9 - CONCENTRATIONS

PLEDGES AND BEQUESTS RECEIVABLE
As of December 31, 2025, two bequests receivable accounted for approximately 64% of total bequests
receivable and one pledge receivable accounted for approximately 79% of total pledges receivable.

As of December 31, 2024, two bequests receivable accounted for approximately 19% of total bequests
receivable and one pledge receivable accounted for approximately 66% of total pledges receivable.

REVENUE

As of December 31, 2025, two bequests accounted for approximately 61% of total bequests revenue.
There were two contributions that accounted for approximately 25% of total contributions during the
year ended December 31, 2025.

As of December 31, 2024, two bequests accounted for approximately 46% of total bequests. There
were no contribution concentrations during the year ended December 31, 2024.

UNINSURED CASH

Financial instruments that potentially subject the Organization to concentrations of credit risk consist
principally of cash deposits in financial institutions and investments. Cash deposits in excess of
amounts insured by the FDIC of $250,000 and the Securities Investors Protection Corporation
(“SIPC”) of $250,000 are exposed to loss in the event of nonperformance by the financial institution.
At times during the year, the Organization had cash deposits in excess of the FDIC and SIPC insurance
coverage. The Organization does not anticipate nonperformance by financial institutions.

NOTE 10 - LEASING ACTIVITIES

The Organization entered into a finance lease in 2023 for certain equipment. The lease expires in April
2028. The right-of-use asset associated with the finance lease is included in property and equipment
in the accompanying statements of financial position and totaled $60,323 at December 31, 2025 and
2024. There was $11,916 and $11,498 in amortization recorded for the year ended December 31, 2025
and 2024, respectively. Accumulated amortization totaled $32,372 and $20,456 at December 31, 2025
and 2024, respectively. The finance lease liability, current and long-term portions, are presented as
individual, separate items on the statements of financial position as of December 31, 2025 and 2024.
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NOTE 10 - LEASING ACTIVITIES (CONTINUED)

The maturities of the finance lease liability as of December 31, 2025 are as follows:

Years Ending December 31 Amount
2026 $ 13,148
2027 13,148
2028 3,288
Total lease payments 29,584
Less: interest (1,185)
Present value of lease liabilities 28,399
Less: current portion (12,344)
Non-current portion $ 16,055

The following summarizes the weighted average remaining finance lease term and discount rate as
well as the line items in the statements of activities and changes in net assets which include the
components of lease expense and cash flow information related to finance leases for the years ended

December 31:

2025 2024
Remaining term (years) 2.25 3.25
Discount rate 3.59% 3.59%
Interest expense $ 1,232 § 1,650
Operating cash flows $ 1,232 § 1,650
Financing cash flows $ 11,916 $ 11,498

The Organization leases facilities and office equipment under operating lease agreements with terms
expiring in various years through August 2041. Most leases include one or more options to renew. The
exercise of lease renewal options is at the Organization’s sole discretion. Only lease options that the
Organization believes are reasonably certain to exercise are included in the measurement of the lease
assets and liabilities. ROU assets and liabilities for leases that are less than one year are not recorded.

The operating lease right-of-use asset and operating lease liability, current and long-term portion, are

recorded as individual, separate items on the statements of financial position as of December 31, 2025
and 2024.
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NOTE 10 - LEASING ACTIVITIES (CONTINUED)

The maturities of the operating lease liability as of December 31, 2025 is as follows:

Years Ending December 31 Amount
2026 $ 123,104
2027 58,748
2028 1,779
2029 1,779
2030 1,779
Thereafter 17,790
Total lease payments 204,979
Less: interest (8,785)
Present value of lease liabilities 196,194
Less: current portion (118,362)
Non-current portion $ 77,832

The following summarizes the weighted average remaining operating lease term and discount rate as
well as the line items in the statements of activities and changes in net assets which include the
components of lease expense and cash flow information related to operating leases for the years ended

December 31:

2025 2024
Remaining term (years) 2.92 3.51
Discount Rate 3.47% 3.46%
Operating lease costs $ 118,247  $ 122,880
Operating cash flows $ 99,081 § 122,864

NOTE 11 - RISKS AND UNCERTAINTIES

LITIGATION

Periodically, the Organization is involved in litigation and claims arising in the normal course of
operations. In the opinion of management and based on consultation with legal counsel, losses, if any,
from these matters are covered by insurance or are immaterial.
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NOTE 11 - RISKS AND UNCERTAINTIES (CONTINUED)

ERTC

The Federal Coronavirus Aid, Relief and Economic Security Act (“CARES Act”) provided an
employee retention tax credit (“ERTC”) which is a refundable tax credit against certain employment
taxes of up to $5,000 per employee for eligible employers. The credit is equal to 50% of qualified
wages paid to employees, capped at $10,000 of qualified wages through December 31, 2020. The
Consolidated Appropriations Act of 2021 and the American Rescue Plan Act of 2021 (collectively the
Acts) expanded the availability of the credit and extended the credit through September 30, 2021, and
increased the credit to 70% of qualified wages, capped at $7,500 per quarter. As a result of the changes
to the credit, the maximum credit per employee increased from $10,000 to $21,000.

In February 2023, the Organization filed for an ERTC of approximately $368,000 under the criteria
that the Organization had a decrease in gross receipts for certain quarters covered by the ERTC. The
Organization accounts for the credits by applying FASB ASC 958-605. Under this method, the
Organization records contribution revenue when the contribution is deemed to be unconditional, that
is when there is no longer a measurable performance or other barrier and a right of return or release
from obligation to pay the contribution. Management determined that the conditions were met in 2023
at which time the ERTC was included in contribution revenue. The Organization received the first
ERTC payment of approximately $152,000 in July 2023 and the second payment of approximately
$216,000 in March 2025.

The Organization’s credit filings remain open for examination by the Internal Revenue Service
through the statute of limitations, which has varying expiration dates extending through 2027. Any
disallowed claims resulting from such examinations could be subject to repayment to the federal
government.

NOTE 12 - LIQUIDITY AND AVAILABILITY OF RESOURCES

The Organization monitors its cash position on a weekly basis to ensure the fulfillment of all
obligations and considers the funds necessary to maintain the Organization’s operations within one
year of the statement of financial position date with regular reviews of the budget to actual
results. Planning for the following year’s budget is created with this information. As part of the
Organization’s liquidity plan, excess cash is invested in investments and money market funds.
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NOTE 12 - LIQUIDITY AND AVAILABILITY OF RESOURCES (CONTINUED)

As of December 31, the Organization’s financial assets available within one year of the statements of
financial position date for general expenditures are as follows:

2025 2024

Cash and cash equivalents $ 3,366,038 $ 3,522,414
Bequests receivable 4,105,972 1,397,127
Pledges receivable 243,637 287,155
Accounts receivable 4,397 3,209
Investments 12,587,337 7,879,614
Total current financial assets 20,307,381 13,089,519
Less: net assets with donor restrictions (3,145,865) (2,433,071)
Less: investments subject to redemption restrictions (383,197) (323,083)
Financial assets available to meet cash needs

for general expenditure within one year $ 16,778,319 $ 10,333,365

While the Organization’s investments are classified as long-term in the accompanying statements of
financial position based on management’s intent, the majority of the investments could be readily
liquidated without significant penalty to fund operating cash flow needs, except as designated by the
Board of Directors and as restricted by donors.
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