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CERTIFIED PURLIC ACCOUNTANTS

WILLIAM H. CROSS, CPA TEL: 407-894-6771
STEVEN L. STEWARD, CPA FAX: 407-898-3137

INDEPENDENT AUDITORS' REPORT

Board of Directors

Florida Keys Society for the Prevention
of Cruelty to Animals, Inc.

Key West, Florida

We have audited the accompanying financial statements of Florida Keys Society for the Prevention of
Cruelty to Animals, Inc. (a not-for-profit organization) which comprise the balance sheet as of December 31,
2015, and the related statements of revenues, expenses and changes in fund balance and cash flows for
the year then ended and the related notes to the financia! 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 audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures.selected depend on the auditor's judgment, including the assessment
of the risk of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal contro! relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

CROSS. STEWARD & CO., LL.C.
601 N. FERN CREEK AVENUE. STE. 210. ORLANDO, FL 32803-4839
MEMBERS OF AMERICAN & FLORIDA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS
WWW.MYFLCPAFIRM.COM



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Florida Keys Society for the Prevention of Crueity to Animals, Inc. as of December 31, 2015, and
the resdlts of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Cross, Steward & Co., L.L.C.

Orlando, Florida
November 27, 2016



FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and cash equivalents

Certificates of deposit-maturing through November 13, 2017

Investments
Accounts receivable-Monroe County
Unconditional promises to give net of

allowance for doubtful pledges of $20,000

Inventory

Prepaid expenses and other
l.and

Improvements

Fumniture and equipment
Vehicles

Construction in progress

Less accumulated depreciation

Total assets

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable
Accrued payroll and related liabilities
Total liabilities

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

December 31, 2015

$3,884,546
802,399
235,797
84177

101,480

29,431

29,550
3 938
13,057
55,705
50,698

167,689

288,087

117,504 170,583

$5,337,963

$ 10,107
38,967

49,074
1,598,842
3,668,191

21,856
5,288,889

$5,337,963

See accompanying notes to financial statements.
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
STATEMENT OF ACTIVITIES
for the year ended December 31, 2015

Restricted Restricted
Unrestricted  Temporarily  Permanently Total
Revenues:
Monroe County contract $ 556224 % - % - % 556,224
In-kind donations 19,924 - - 19,924
Donations and grants 291,075 889,228 1,000 1,181,303
Adoption fees 16,033 - - 16,033
Special events revenues of $168,305
less event expenses of $24,351 143,954 - - 143,954
Other revenue 22,648 - - 22,648
Medical fees and ID chips 17,936 - - 17,936
Sales of merchandise of $4,271
less cost of goods of $6,206 {1,935) - - {1,935)
Interest 13,375 - - 13,375
Unrealized losses on investments (15,315) - (996) (16,311)
Gain on sale of land and building 24,745 - - 24,745
Released from restrictions 273,885 (273,885) - -
Total revenue 1,362,549 615,343 4 1,977,896
Expenses:
Shelter operations 895,630 - - 895,630
Management and general 50,817 - - 50,817
Fundraising 141,204 - - 141,204
Total expenses 1,087,651 - - 1,087,651
Increase in net assets 274 898 615,343 4 890,245
Net assets, beginning of year 1,323,944 3,052,848 21,852 4,388,644
Net assets, end of year $ 1,598,842 $3,668,191 $ 21856 $ 5,288,889

See accompanying notes to financial statements.
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
STATEMENT OF FUNCTIONAL EXPENSES

Salaries and wages
Payroll taxes
Advertising
Depreciation

Dog park expenses
Dues and subscriptions
Entertainment
Fundraising expenses
Health insurance
Insurance, other
Interest

Licenses and taxes
Medicines and medical supplies
Office expense

Payroll processing
Professional services
Rent and storage
Repairs and maintenance
Supplies

ID chips

Travel and training
Utilities and telephone
Vehicle expense
Veterinarian fees
Waste disposal

Total expenses

for the year ended December 31, 2015

Shelter Management

Operations _and General Fundraising Total
$ 465,904 $ 14,328 $ 14,328 $ 494,560
37,662 1,212 1,211 40,085
3,148 - - 3,148
3,339 5,833 - 9,172
180 - - 180
786 - - 786
3,318 337 1,945 5,601
- - 119,328 119,328
65,004 989 989 66,982
25,769 7,028 - 32,797
- 10,592 - 10,592
1,717 2,435 - 4,152
52,560 - - 52,560
22,069 1,701 3,403 27,173
22,173 - - 22,173
10,045 5,060 - 15,105
1,302 1,302 - 2,604
7,976 - - 7,976
27,956 - - 27,956
6,588 - - 6,588
6,052 - - 6,052
24,954 - - 24,954
7,104 - - 7,104
90,439 - - 80,439
9,584 - . 9,584
$ 895,630 $ 50,817 $ 141,204 $ 1,087,651

See accompanying notes to financial statements.
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
STATEMENT OF CASH FLOWS
for the year ended December 31, 2015

Cash flows from operating activities:
Change in unrestricted net assets
Adjustments to reconcile change in unrestricted net
assets to net cash provided by operating activities:
Depreciation
Increase in certificate of deposit
Decrease in investments
increase in accounts receivable-Monroe County
Decrease in unconditional promises to give (pledges)
Increase in inventory
Increase in prepaid expenses and other
Decrease in accounts payable
Increase in accrued payroll and related liabilities
Decrease in option deposit-land and building
Gain on sale of land, building and equipment

Net cash provided by operating activities
Cash flows from financing activities:

Change in temporarily restricted net assets

Purchase of equipment and construction in progress

Principal payments on debt

Change in permanently restricted net assets

Proceeds from sale of land, buildings and equipment, net
Net cash provided by financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Cash paid for interest (none capitalized)

Cash paid for income taxes

See accompanying notes to financial statements.
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$ 274,898
$ 9172
(4,558)
10,199
(41,223)
2,061,539
(13,729)
(9,161)
(1,596)
23,966
(16,200)

(24,745) 1,993,664

2,268,562
615,343
(145,047)
(205,743)
4
262,349

526,906

2,795,468

1,089,078

_$3,884,546_

$ 10,592

$ -



FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
NOTES TO FINANCIAL STATEMENTS
for the year ended December 31, 2015

Summary of Significant Accounting Policies:

The Florida Keys Society for the Prevention of Cruelty to Animals, Inc. (Society) was incorporated
under the not-for-profit statutes of Florida on January 27, 1999. The Society is a not-for-profit
organization dedicated to the promotion of the humane treatment of all animals through
compassionate care, adoption, education, population control and humane law enforcement. The
Society has a contract with the Board of County Commissioners of Monroe County, Florida for the
purposes of operating the Key West Animal Control Shelter and to provide complete animal control
and enforcement services from mile marker 0 through mile marker 16.7, including the City of Key
West. Further, effective November 1, 2015, the Society was assigned the current contract between
the Safe Harbor Animal Rescue of the Keys (SHARK) and the Board of Commissioners of Monroe
County to include the middle Keys (i.e. mile marker 16.7 to mile marker 70). Effective May 1, 2014,
the Society amended and restated their contract with the Board of Commissioners of Monroe County
to provide animal control enforcement and services for a term of 20 years including a 10 year
extension thereafter.

The accounting policies of the Society conform to accounting principles generally accepted in the
United States of America. The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates. The following is a summary of the more significant policies:

Basis of Presentation - The accompanying financial statements include the accounts of the Florida
Keys Society for the Prevention of Cruelty to Animals, Inc. only. The financial statements have been
prepared on the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America. Net assets and revenues, expenses, gains, and losses
are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net
assets of the Society and changes therein are classified and reported as follows:

Unrestricted net assets - Net assets not subject to donor imposed stipulations.

Temporarily restricted net assets - Net assets subject to donor imposed stipulations that
may or will be met, either by actions of the Society and/or the passage of time. When a
restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the statement of activities as net assets released from restrictions.

Permanently restricted net assets - Net assets subject to donor imposed stipulations that
will never expire or be fulfilled such as amounts restricted by donors for permanent
endowments.

The costs of providing the shelter operations program and administration have been detailed in the
statement of functional expenses and summarized on a functional basis in the statement of
activities. Salaries and other expenses which are associated with shelter operations or
administration are charged directly to each. Salaries and other expenses which benefit both are
allocated based on the relative benefit provided to each.

Continued
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
for the year ended December 31, 2015

Summary of Significant Accounting Policies, Continued:

Support and Revenue — Contributions, including unconditional promises to give, are recorded as
made. All contributions are available for unrestricted use unless specifically restricted by the donor.
Conditional promises to give are recognized when the conditions on which they depend are
substantially met. Unconditional promises to give due in the next year are recorded at their net
realizable value. Unconditional promises to give due in subsequent years are reported at the
present value of their net realizable value, using risk-free interest rates applicable to the years in
which the promises were received.

Grants and other contributions of cash and other assets are reported as temporarily restricted
support if they are received with donor stipulations that limit the use of the donated assets. When a
donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions. Restrictions that are
met in the same periocd when the grant or contribution is made are recorded as unrestricted support
and revenue.

Cash and Cash Equivalents — All highly liquid investments with an original maturity of three months
or less are deemed to be cash equivalents for the purposes of reporting cash flows.

The Society maintains cash accounts with local and national financial institutions for donations
received or designated for the Shelter building fund. There is no third party requirement to hold the
cash in separate bank accounts but this is being done to ensure it is used for the purposes intended.
All cash accounts are included in the statement of cash flows. At December 31, 2015, the balances
totaled $3,896,831, of which $3,399,505 is in fully insured savings accounts. The remaining balance
of $497,326 generally exceeds $250,000 of FDIC insurance.

Investments — Prior to 2015, the Society entered into agreements with The Community Foundation
of the Florida Keys, Inc. (Foundation) to create an Agency Fund primarily to cover the costs related
to building a new animal shelter building and create an endowment for future operations (see Note
3). The Foundation's investments in mutual and money market funds are not backed by a bank nor
are they insured by the Federal Deposit Insurance Corporation (FDIC). This agreement may be
terminated by either party giving thirty (30) days written notice.

Investments consist of the following as of December 31, 2015:

Fair Value Net Unrealized Loss
Mutual and money market funds - Building Fund $213.941 $(15.315)
Mutuail and money market funds - Endowment $ 21,856 $(1,493)

Continued
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED
for the year ended December 31, 2015

Summary of Significant Accounting Policies, Continued:

Receivables — Accounts receivables are presented on the statement of financial position net of an
allowance for doubtful accounts based on the Society’s assessment of collectibility. As of
December 31, 2015, the Society considers all accounts receivables to be collectible and an
allowance has not been recorded. Unconditional promises to give have been recorded net of an
allowance of $20,000 based on collectability through the current issue date of these statements.

Inventory — Inventory consists of supplies on hand to operate the animal shelter and some items
held for resale. Inventory is stated at the lower of cost (first-in, first-out) or net realizable value.

Property and equipment — Purchased property and equipment are recorded at cost when the
expenditure is in excess of $150. Major renewals and betterments are capitalized while minor
renewals and betterments are expensed as incurred. Depreciation expense is provided using the
straight line method over the estimated useful lives of the respective assets. A summary of the
estimated useful lives for the principal classifications of property and equipment is as follows:

Classification Useful Lives
Buildings and improvements 5-27.5 years
Furniture and equipment 5 years
Vehicles 5 years

Donations of property and equipment are recorded as support at their estimated fair value. Such
donations are reported as unrestricted support unless the donor has restricted the donated asset to
a specific purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire property and equipment are reported as temporarily restricted
support. Absent donor stipulations regarding how long those donated assets must be maintained,
the Society reports expirations of donor restrictions when the donated or acquired assets are
acquired. The Society reclassifies temporarily restricted net assets to unrestricted net assets at that
time.

Income tax status — The Society has been recognized by the Internal Revenue Service as tax
exempt under Section 501(c)(3) of the Internal Revenue Code. The Society has also been classified
as an entity that is not a private foundation within the meaning of Section 509(a) and qualifies for
deductible contributions as provided in Section 170(b){1)(A)(vi). The Society had no excise or
unrelated business income taxes for the year ended December 31, 2015.

Grants and contracts - Grants and contracts restricted for specific purposes are considered
conditional contributions and revenue is reported when qualifying expenses have been incurred.
Amounts earned but not received are reported as receivable. Amounts received but not earned are
recorded as deferred revenue. Unconditional grants and contributions are recorded as revenue in
the period received. .

Continued
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED
for the year ended December 31, 2015

Summary of Significant Accounting Policies, Continued:

Donated services, materials and facilities — Contributions of donated materials and supplies are
recorded at their fair values in the period received. The criteria for recording donated services are
those that (a) create or enhance nonfinancial assets or (b) require specialized skills, and would
typically need to be purchased if not provided by donation and they are recorded in the period
received. Donated facilities are recorded at their fair value when received if a market exists for such

a facility.

Compensated Leave:

Employees are entitled to paid compensated leave depending on length of service. The liability for
leave is based upon the actual unused ieave at the applicable rate of pay for each employee.
Employees may carry over to the following calendar year the total of any annual leave time that they
have earned during the current calendar year plus forty {40) hours of annuatl leave from the prior
calendar year. Any annual leave in excess of that amount is forfeited.

Restricted Net Assets:

Temporarily restricted net assets are available for the following purposes:

Pet food pantry for Salvation Army fund $ 418
Ellen B. Gray fund 41,004
Oscar's fund 41,294
Dog park fund 17,198
Shelter buitding fund 3,568,777
Elderly foundation 1.500
Total temporarily restricted net assets $3,668,191

During the year ended December 31, 2015, the Society received donations of $889,228 that were
recorded as temporarily restricted revenues in the statement of activities; further, temporarily
restricted net assets of $273,885 were released from donor restrictions by incurring expenses
satisfying the specified purpose.

Permanently restricted net assets are available for the purpose of establishing a one million dollar
endowment fund. During 2012, the Society made an initial transfer of $5,000 to Community
Foundation of the Florida Keys (CFFK) for the creation of 2 permanent endowment fund. In
addition, unrealized losses for a total of $996 was deducted during the year to the endowment fund.
Payouts from CFFK will not begin until after the construction of the new building.

Continued
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FLORIDA KEYS SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED
for the year ended December 31, 2015

Board Designations:

The Board has authorized certain prior unrestricted net assets be designated for the building fund.
These monies are reserved in the investment account and other bank accounts along with
temporarily restricted net assets designated for the building fund. The balance in these accounts at
December 31, 2015, was:

Temporarily restricted $3,566,777
Board designated 858.406
$4.425.183

In-Kind Donations:

Donated materials — The Society receives donations of supplies for use in its mission. These
donations were recorded at their fair market value of $17,924. Donations of items for fundraising
events are not recorded as a matter of policy.

Donated services — The Society receives donated services from a variety of unpaid volunteers
assisting the Society in fundraising, program services, and general activities that are not recorded,
as they do not meet the criteria for recording. The Society received $2,000 of qualifying donated
services that were recorded as revenue in the statement of activities during the year.

Donated facilities — The Society receives use of the Animal Shelter facilities located at 5230 College
Road on Stock Island under their contract to operate the Key West Animal Shelter. Since a market
for the rental of such a facility does not exist, no amounts are recorded in the financial statements.

Funding Concentration:

The Society currently operates the Key West Animal Shelter under a long-term contract with the
Board of County Commissioners of Monroe County, Florida. This contract provides a significant
amount of the Shelter's support. As of December 31, 2015, the Society's receivable from Monroe
County under this contract was $11,228 and $72,889 for the months of November and December,

2015, respectively.
Fair Values of Financial Instruments;

The Society's financial instruments include cash, receivables and unconditional promises to give
(pledges). Due to the relatively short maturities of these instruments the carrying amounts reported
in the statement of financial position approximate their fair value.

Subsequent Event:

In preparing these financial statements, the Society has evaluated events and transactions for
potential recognition or disclosure through November 27, 2016, the date the financial statements
were issued. On October 19, 2016, the Society amended and restated their contract dated May 1,
2014, to provide funding (not to exceed $1,500,000) for the construction of the new Animal Control
Shelter. Funding will be available for the period of October 1, 2016, through to September 30, 2018.
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