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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
PAWS Chicago
Chicago, Ilinois

We have audited the accompanying financial statements of PAWS Chicago, which comprise the statements of
financial position as of December 31, 2012 and 2011, and the related statements of activities 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 the 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 PAWS Chicago as of December 31, 2012 and 2011, 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.

M and Tllernern, L.L-F .

Certified Public Accountants

November 13, 2013




PAWS CHICAGO

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2012 AND 2011

ASSETS

Cash

Investments, at fair value
Unconditional promises to give, net
Accounts receivable

Inventories

Prepaid expenses

Property and equipment, net

Total assets

LIABILITIES AND NET ASSETS

Accounts payable
Deferred revenue
Accrued property taxes
Accrued payroll and taxes

Total liabilities
Net assets
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total Iiabilities and net assets

The accompanying notes are an integral part of the financial statements.

2012 2011
$ 1,324,508 $ 4,865,625
11,548,173 7,395,407
1,627,254 2,558,839
58,478 67,994
54,350 55,987
99,710 101,566
11,939,795 10,243,855
$ 26,652,358 $ 25,289,273
$ 241,809 $ 309,633
1,500 43,500
3,388 73,424
70,492 58,379
317,189 484,936
14,107,761 12,298,970
12,072,408 12,363,041
155,000 142,326
26,335,169 24,804,337
$ 25,289,273

$ 26,652,358




‘sjuawieles [eroueul ay) Jo wed [eiBajul ue ase sajou Bulkuedwiodoe ay

LEEV08YC § 92ET¥L §  LYO'E9EZL §  0/6'862C $  29c08re § 9008186 & 691°GEE’9cS  000GSL  § 80V'cl0CLS 19220 FL $ €98 ¥hbF S 8682996 S
L101°929°eT AN GES96Z L1 9L6'ZLZ 1L [ZINESY ¥1°900°0L 2EEY08VT 9ZETrL LY0'E9E L 026'862°Ch Z9°08Y 809'818'6
095221 000°0g 905'990°} $50°'180°L 065°892°1L (9e5°281) 268°'0£S°) v29'2h (ec9'062) 162'808°} 105'v96° L (o12'ss1)
950°2CL'L - - 95022 L - 950221 'L £59'802'8 - - £59°802 8 - €59'80C'8
SLE0LL’) - - A - SLE0LL ) 8S£S90°C - . - 85£'G90'C - 85£'G90°2
SI1'6/T - - G162 - SI1'6.2 0SL°0.E - - 052°0.€ - 0S2°0.€
689°802°1 - - 689'892'} - 689'892°L STE L) - - SZE LYl - STE' LYYl
i) - - zsv'zaL - ZSP'ToL £8C°I¥T - - €82'1v2 - £82'L42
0PLILY'S - - OvL'LLY'S - oyL1i¥'S S6C'erL9 - - S6C'EYL'9 - S6Cevl'9
c1s8e - - A - FACYTA LEVI8 - - IEY'18 - 2EV°28
918'865 - - 918'865 - 918°865 £08°29L - - £08'292 - £08'29L
SvS'285'L - - SvS'285°L - SvS285°L STST6LL - - 5ZG'Z6L'L - G25'T6LL
£L¥'902°} - - £1¥'90L°) - £L1'902's $68°695°L - - G68'695°1L - . 568'695°L
YSy'061°L - - ySY06Y'L - YSH'067°L S£9°0€6°} - - S£9'0£6°L - SEQ'0E6'L
919'66¢C 6 000'0€, 905°990° L 0LL'E0C'8 065892 1 02S'7£6'9 G8Y'6EL6 y19°CL (££9062) ¥y L1001 105'796°L £v6'250'8

- - [CY 7N 8LY°THE'L - 8LY'ZYE)L - (9ze'21) (86v°260°2) +¥28'601C - $Z8601'C
1002y - - 100°Zh - Nlvirad 092'581 - - 092's8L - 092'681
000°250° - - 0002502 - 000°280°2 S6L'PLY'T - - S6LYLYT - SBL'PLY'T
(ses8'9LL) - (5€8'921) - - - LEL'6SL - LEL'65L - - -
825'82¢ - So¥° 222 €211 - €211 $92°'10€ - $1L2'00E 0SS - 0SS
£50°6¥5 - - €50°'6¥5 - £50'6vS 000°e¥S - - 000°€vS - 000°E¥S
LLE'TBL'S 00008 PLv8GE'T 1S6°€08°T 085°892°L 298°5E6L ¥8Z'706'E 000°0¢E ozy L $98°ZEL'E 105'796°L £9£°891°1
$29'6 - - ¥29'6 - ¥29'6 ovy'oL - - ovy'ol - ov¥'oL
16'88L - - L6°88L - 146'982 L6£'58L - - L6£°582 - 16£'582
zz9'e - - fed=x:] - 2o 4% %3 - - £TL'YL - €LYl
11£°009 $ - $ - $  LIE'009 $ - $ L1009 § 269028 $ - $ - $  169'0c8 $ - $  /69'0z8  $

1Bl paRuIsey paoUISeY [ELTS pajeubisaq suopessdo 12101, paaLIsay PaUSY 12101 pajeubiseq suonesdo
Apusueuwog Aerodwa) pieog Apusueuuay Auesodwa) pJjeog
) Q310 LSTUNN Q3LOMLSTAUNN
1102 [A%4
110¢ ANV 2102 7€ Y39Wa030 G90N3 SHYIA
SILIAILOV 30 SINGWNIIVIS
e .

OBVIIHD SMvd

1294 JO pUB 1B $JOSSE JON
Jeak jo Buiuwibaq je syesse JaN
sjosse jau u) sbueys
S9suadxs BI04
Buisiespung
SJUSAD |eDRdg

|esousb pue juswabeuepy
:sao1nu8s Suipoddng

ow SNH

uoneanps suewnNH

191u89 uondopy

o1uyo senau/ieds

191U80 A13A0081 19 3NdSaY
1S90 weiboid

S3ASN3dX3

BanusASI [BIOL

SUOIOLISSI WOJ PISED}a) SIOSSE JaN
swodut IYI0
SjuoA? [e1osds
SudwWiIsaAuL Jo (uoneiaidsp) uohensidde JaN
DWOOUL JUDWISBAY|
punf Lt - SUORNALILOD
suonnquIuey

3gow sN9

o JsnBu/Aedg

JBJUBD UCISSIWPY

Jajuao uondopy
1$93J 20IAI9S Weiboig

INNIAIY



STATEMENTS OF CASH FLOWS

WS

ICAG

YEARS ENDED DECEMBER 31, 2012 AND 2011

Cash flows from operating activities:
Cash received from customers
Cash received from contributors
Investment income received
Cash paid to employees -and suppliers

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of investment securities
Sale of investment securities
Purchases of property and equipment
Net cash used in investing activities

Cash flows from financing activities:
Contributions restricted for long-term purposes

Increase (decrease) in cash
Cash at beginning of year
Cash at end of year

Reconciliation of change in net assets to net
cash provided by operating activities:
Change in net assets
Adjustments:

Net (appreciation) depreciation in investments

Depreciation
Provision for doubtful pledges

Contributions restricted for long-term purposes

Contributed investments

(Increase) decrease in:
Unconditional promises to give
Accounts receivable
Inventories
Prepaid expenses

Increase (decrease) in:
Accounts payable
Deferred revenue
Accrued property taxes
Accrued payroll and taxes

Total adjustments

Net cash provided by operating activities

Supplemental schedule of non-cash operating and financing activities:

In-kind contributions

The accompanying notes are an integral part of the financial statements.

2012 2011
$1,783,927  $ 1,553,662
6,786,956 7,542,703
301,264 228,528
(7,472,592)  (6,396,043)
1,399,555 2,928,850
(3,882,515)  (1,153,385)
923,188 51,278
(2,011,255)  (1,320,730)
(4,970,582) _ (2,422,837)
30,000 30,000
(3,541,027) 536,013
4,865,625 4,329,612
$ 1,324,508 $ 4,865,625
$ 1,530,832 $ 2,177,560
(759,732) 176,835
315,315 262,673
204,958 (27,100)
(30,000) (30,000)
(433,707) (262,016)
726,627 585,348
9,516 77,739
1,637 (5,874)
1,856 (24,697)
(67,824) (108,503)
(42,000) 26,425
(70,036) 73,424
12,113 7,036
(131,277) 751,290

$ 1,399,555  § 2,928,850
$ 543000 $ 549,053




PAWS CHICAGO
NOTES TO FINANCIAL STATEMENTS

Note 1 — Nature of Activities and Summary of Significant Accounting Policies

Nature of Activities

PAWS Chicago, a nonprofit corporation, was organized on January 29, 1998. PAWS Chicago seeks to
end the killing of homeless pets by reducing unwanted litters, increasing adoptions and promoting
responsible pet care. PAWS Chicago operates a shelter and facilitates foster care for homeless cats
and dogs until they can be placed in loving homes. PAWS Chicago is reducing the city’s tragic pet
overpopulation problem by providing free and low-cost spay/neuter surgeries at the Lurie Spay/Neuter
Clinic located in an area where the highest number of strays originate and where the largest number of
residents are living at or below poverty level. PAWS Chicago’s Humane Education and Community
Outreach Program works in tandem with Chicago Alternative Policing Strategies (CAPS), local
churches, schools and community groups to promote the humane treatment of animals and promote
responsible pet care in communities reporting the highest incidence of strays, dog bites and crimes
against/involving animals. PAWS Chicago has constructed a new Adoption & Humane Center to
enable it to help even more homeless animals. PAWS Chicago hosts annual fundraising events to
support its programs, increase awareness and recruit volunteers, and is supported entirely by private
contributions.

Basis of Accounting

The financial statements of PAWS Chicago have been prepared on the accrual basis of accounting.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Material estimates that are particularly susceptible to significant change relate to the valuation of
contributed services received by the Organization.

Recognition of Donor Restrictions

Contributions that are restricted by the donor are reported as increases in unrestricted net assets if the
restrictions expire in the fiscal year in which contributions are recognized. All other donor-restricted
contributions are reported as increases in temporarily or permanently restricted net assets depending
on the nature of the restriction. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding
balances at year-end. Based on management's assessment of the credit history with debtors having.
outstanding balances and current relationships with them, it has concluded that realization losses on
balances outstanding at year-end will be immaterial.

Promises to Give

Unconditional promises to give are recognized as assets and revenue in the period the promise is
received. Promises to give are recorded at net realizable value if expected to be collected in the current
year and at fair value if expected to be collected in more than one year. Conditional promises to give
are recognized when the conditions on which they depend are substantially met.




PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

Note 1 — Nature of Activities and Summary of Significant Accounting Policies (Continued)
Inventories
Inventories are stated at the lower of cost (determined on a first-in, first-out basis) or market.
Property, Equipment, and Depreciation
Property and equipment are recorded at cost, or if donated, at estimated fair value at date of
acquisition. Such donations are reported as unrestricted support unless the donor has restricted the
donated asset to a specific purpose. Leasehold improvements are amortized on the straight-line

method over the shorter of the estimated useful lives of the improvements or the terms of the related
leases.

Depreciation of property and equipment is-computed on the straight-line method over the following
estimated useful lives:

Years
Buildings 70
Leasehold improvements  5-20
Equipment . 5-10

Maintenance and repairs of property and equipment are charged to operations and major‘
improvements are capitalized. When assets are sold, retired, or otherwise disposed of, the cost and
accumulated depreciation are removed from the accounts and any resulting gain or loss is included in
income. '

Deferred Revenue
Revenue collected for programs or services of the succeeding year are classified as deferred revenue.
Donated Services

Donated services are recognized as contributions 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 by the Organization. In addition, many volunteers also perform a variety of tasks
throughout the year that are not recognized as contributions in the financial statements since the
recognition criteria were not met.

Advertising

The Organization recognizes advertising revenue when collected and expenses the costs of
advertising as incurred. Advertising revenue was $58,680 and $42,001 for the years ended December
31, 2012 and 2011, respectively. Advertising expense totaled $14,895 and $9,332 for the years ended
December 31, 2012 and 2011, respectively.

Income Taxes

The Organization is a not-for-profit corporation exempt from income taxes under Section 501(c)(3) of
the Internal Revenue Code except for income derived from unrelated business activities, as defined
under the Internal Revenue Code. There was no provision for tax required for 2012 or 2011. The
Organization’s federal Forms 990 and 990-T for 2012, 2011, and 2010 are subject to examination by
the Internal Revenue Service, generally for three years after they are filed. In addition, the
Organization’s state Forms AG990-IL and 1L.990-T are subject to examination by the state tax authority
for similar years.




PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

Note 1 — Nature of Activities and Summary of Significant Accounting Policies (Continued)
Evaluation of Subsequent Events

Management has evaluated subsequent events through November 13, 2013, the date the financial
statements were available to be issued.

Note 2 — Investments

Investments at December 31, 2012 and 2011 are reported at fair value as determined by quoted market
prices and are composed of the following:

2012 2011
Money market $ 2,502,983 $ 168,317
Mutual funds "
International equity 3,088,764 1,449,043
Fixed income 516,649 342,948
Growth and income 87,843 267,975
Balanced 676,178 604,873
Growth 709,581 641,141
Intermediate term bond 293,515 284,130
Stocks
Technology 894,765 947,292
Financial 241,860 162,564
Oil and natural gas 1,230,229 1,250,410
Altemative energy sources . 205,702 143,280
Consumer goods 65,679 66,027
Pharmaceutical 197,602 377,513
Real estate investment trusts - 165,390
Other 846,823 534,504

$11.648173 $7,395.407

During the years ended December 31, 2012 and 2011, the Organization’s investments (including
investments bought, sold, as well as held during the period) appreciated (depreciated) in fair value by
$759,731 and $(176,835), respectively.

Note 3 —~ Unconditional Promises to Give

Unconditional promises to give have been received in support of the spay/neuter clinic, the adoption
center, and the endowment fund. Unconditional promises to give include the following:

2012 2011

Promises to give beginning $2,909,380 $ 3,556,404
Amount pledged during the year 75,000 638,650
Armount collected during the year (981,420) (1,162,344)
Pledges written off (212,158) (123,330)
Promises to give ending 1,790,802 2,909,380
Less:

Discounts to present value (163,548) (343,341)

Allowance for doubtful promises - (7,200)

Net promises to give $1.627,254 $ 2,558,839




PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

Note 3 —~ Unconditional Promises to Give (Continued)
Unconditional promises to give at December 31, 2012 and 2011 are as follows.

Promises to give expected to be collected in:

2012 2011
Less than one year $ 955,472 $1,063,433
One to five years 830,330 1,845,047
More than five years 5,000 -

$1.790,802 $2.909,380
Note 4 — Inventories

Inventories at December 31, 2012 and 2011 consist of the following:

2012 2011
Merchandise $19,392 $29,429
Clinic inventory 34,958 26,558
54,350 $55,987

Note 5 — Property, Equipment, and Depreciation

Property and equipment at December 31, 2012 and 2011 consists of the following:

2012 2011
Land $ 3,514,619 $ 2,403,099
Buildings 7,692,715 7,069,567
Building improvements 1,084,040 1,078,767
Equipment 1,129,877 858,563
13,421,251 11,409,996
Less accumulated depreciation 1,481,456 1,166,141

$11,939,795 $10,243,855

Depreciation expense for the years ended December 31, 2012 and 2011 was $315,315 and $262,673,
respectively. During the year ended December 31, 2012, the Organization completed the purchase of a
building for $1,350,000 to be utilized as a development and training center. During the year ended
December 31, 2011, the Organization completed the purchase of a building for $1,100,000 that it had
previously leased.

Note 6 — Net Assets
Board-designated Endowment
The Board of Directors has designated a portion of unrestricted net assets as a general endowment
fund to support the mission of the Organization. The amounts of the designation at December 31, 2012

and 2011 were $4,444,863 and $2,480,362, respectively. Since that amount resulted from an internal
designation and is not donor-restricted, it is classified and reported as unrestricted net assets.




PAWS CHICAGQO

NOTES TO FINANCIAL STATEMENTS

Note 6 — Net Assets (Continued)
Board-designhated Endowment (Continued)
The Organization has not appropriated for distribution any of its board-designated endowment.

Composition of and changes in board-designated endowment net assets for the years ended
December 31, 2012 and 2011 are as follows:

2012 2011
Beginning designated balance $2,480,362 $1,211,772
Contributions 1,964,501 1,268,590
Ending designated balance $4,444,863 $2,480,362

Donor-designated Endowment

The Organization’s permanently restricted net assets consist of one donor-restricted endowment fund.
As required by generally accepted accounting principles, net assets associated with endowment funds
are classified and reported based on the existence or absence of donor-imposed restrictions.

The Board of Directors of the Organization has interpreted the State Prudent Management of
Institutional Funds Act (SPMIFA) as requiring the preservation of the fair value of the original gift as of
the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary.
As a result of this interpretation, the Organization classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to the
fund. The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the Organization in @ manner consistent with the standard of
prudence prescribed by SPMIFA. In accordance with SPMIFA, the Organization considers the following
factors in making a determination to appropriate or accumulate donor-restricted endowment funds: (1)
the duration and preservation of the various funds, (2) the purposes of the donor-restricted endowment
funds, (3) general economic conditions, (4) the possible effect of inflation and deflation, (5) the
expected total return from income and the appreciation of investments, (6)- other resources of the
Organization, and (7) the Organization’s investment policies.

Investment Return Objectives, Risk Parameters and Strategies

Endowment assets include those assets of donor-restricted funds that the Organization must hold in
perpetuity or for a donor-specified period of time. The endowment assets are invested in a manner to
accept prudent levels of short and long-term volatility consistent with the near-term cash flow needs,
funding level, and long-term liability structure of the investment portfolio.

To achieve long-term rate-of-return objectives, the Organization relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). The Organization targets a diversified asset allocation that places
a greater emphasis on equity-based investments to achieve its long-term return objectives within

prudent risk constraints.




Note 6 — Net Assets (Continued)

PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

10

Endowment net asset composition by type of fund as of December 31, 2012 and 2011 are as follows:

December 31, 2012

Endowment Funds:
Donor-restricted
Board-designated

December 31, 2011

Endowment Funds:
Donor-restricted
Board-designated

December 31, 2012

Endowment Funds:
Beginning of year
Contributions
Investment income

Net appreciation of investments

Bad debt write-off

Appropriated for expenditure

End of year

December 31, 2011

Endowment Funds:
Beginning of year
Contributions
Investment income

Net depreciation of investments
Appropriated for expenditure

Total Net
Temporarily Permanently Endowment
Unrestricted Restricted Restricted | Assets
$ - $12,072,408 $155,000 $12,227,408
4,444 863 - - 4,444,863
$4.444,863 $12,072,408 $155,000 $16,672,271
$ - $12,363,041 $142,326 $12,505,367
2,480,362 - - 2,480,362
$2,480,362 $12,363,041 $142,326 $14,985,729
Changes in endowment net assets as of December 31, 2012 and 2011 are as follows:
Total Net
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Assets
$2,480,362 $12,363,041 $142,326 $14,985,729
1,964,501 741,420 30,000 2,735,921
- 300,714 - 300,714
- 759,731 - 759,731
- - (17,326) (17,326)
- (2,092,498) - (2,092,498)
$4.444,863 $12.072,408 $155,000 $16.672,271
$1,211,772 $11,296,535 $112,326 $12,620,633
1,268,590 2,358,414 30,000 3,657,004
- 227,405 - 227,405
- (176,835) - (176,835)
- T _(1,342,478) - (1,342,478)
$2.480,362 $12,363,041 $142,326 14,985,729

End of year
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PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

Note 6 — Net Assets (Continued)

Temporarily Restricted Net Assets

Following is a summary of the activity in temporarily restricted net assets for the years ended

December 31, 2012 and 2011:

2012
Beginning Assets Ending
Balance Additions Released Balance
Spay/neuter clinic $ 52,759 $ 45,185 $ 33802 § 64,142
GUS Mobile 413,442 126,973 107,207 433,208
Adoption center 11,896,840 1,629,707 1,951,489 11,575,058
$12,363.041 $1.801,865 $2.092,498 12,072,408
2011
Beginning Assets Ending
Balance Additions Released Balance
Spay/neuter clinic $ 168,000 $ 900 $ 116,141 $ 52,759
GUS Mobile 431,353 84,619 102,530 413,442
Adoption center 10,697,182 2,323,465 1,123,807 - 11,896,840
$11,296,535 $2.,408,984 $1,342,478  $12,363,041

Temporarily restricted net assets at December 31, 2012 and 2011 consists of the following:

2012 2011
Cash $ - $ 2,426,120
Investments 10,445,154 7,395,407
Unconditional promises to give 1,627,254 2,541,514
$12,072,408 $12,363,041

Permanently Restricted Net Assets

The following is a summary of permanently restricted net assets for the years ended December 31:

2012 2011
General Endowment $155,000 $142,326
Permanently restricted assets consist of the following:
2012 2011
Cash $155,000 $125,001
Unconditional promises to give - 17,325
$155,000 $142,326
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PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

Note 6 — Net Assets (Continued)

When donors amend or clarify intent for applicable gifts and contributions reported in a previous fiscal
year, revisions are separately reflected as donor designated changes within the statement of activities.

Earnings on permanently restricted net assets may be used to support the general operations for the
Organization.

Note 7 — Related Party Transactions

During 2012 and 2011, the Organization paid $110,055 and $372,000, respectively, to related
corporations for marketing, accounting and administrative services.

Note 8 — Employee Benefit Plan
The Organization adopted a 401(k) savings plan covering substantially all employees that have

completed the service requirement. For each year, the Board of Directors determines the amount of the -
discretionary contribution to be made to the Plan. No contributions were made for 2012 and 2011.

Note 9 — Fair Value Measurements

Information related to the Organization's assets measured at fair value on a recurring basis at
December 31, 2012 and 2011 is as follows:

Quoted Significant
Prices Other Significant
In Active Observable  Unobservable
Markets Inputs Inputs
Fair Value {Level 1) {Level 2) (Level 3)
December 31, 2012
Investment securities $11,548,173 $11,548,173 § - $ -
Unconditional promises to give 1,627,254 - - 1,627,254
Total $13,175,427 $11,548,173 § - $1,627,254
December 31, 2011
Investment securities $7,395,407  $7,395,407 % - $ -
Unconditional promises to give 2,658,839 - - 2,558,839
Total | $9,954,246 $7,395407 $ - $2,558,839

Fair values for investments are determined by quoted market prices. Fair Value of unconditional
promises to give are determined by calculating the present values of estimated future pledge payments
expected to be received, over the expected term of the agreements, using a discount rate of 6%.

Mutual funds above determine fair value using a calculated net asset value per share, or its equivalent.
As of December 31, 2012 and 2011, the fair value of the mutual funds was $5,372,530 and $3,636,980,
and there were no unfunded commitments related to these investments. These investments can be
redeemed daily with no redemption notice required. This category of investments primarily includes
investments in stocks, bonds, and short-term investments.
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PAWS CHICAGO

NOTES TO FINANCIAL STATEMENTS

Note 9 - Fair Value Measurements (Continued)

Assets measured on a recurring basis using significant unobservable inputs (Level 3 inputs) are as

follows:
2012 2011

Unconditional promises to give:

Beginning of year $2,558,839 $ 3,117,087
New pledges 75,000 638,650
Pledge payments received (981,419) (1,270,452)
Provision for bad debts (204,958) 27,100
Change in present value discount 179,792 46,454
End of year $1.627,254 $ 2,558,839

Note 10 ~ Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional
basis in the statement of activities. Accordingly, certain costs have been allocated among the

programs and supporting services benefited.

Note 11 — Concentrations

The Organization maintains cash balances with two banks. Accounts at financial institutions may at
times exceed the amount insured by the Federal Deposit Insurance Corporation.




