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INDEPENDENT AUDITOR’S REPORT 

 
To the Board of Directors  
Purrfect Pals 
Arlington, Washington 
  
Opinion 
We have audited the accompanying financial statements of Purrfect Pals (a nonprofit organization), which 
comprise the statement of financial position as of December 31, 2023, and the related statements of activities, 
functional expenses, and cash flows for the year then ended, and the related notes to the financial statements. 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Purrfect Pals as of December 31, 2023, and the changes in its net assets and its cash flows for the 
year then ended in accordance with accounting principles generally accepted in the United States of America. 
Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for 
the Audit of the Financial Statements section of our report. We are required to be independent of Purrfect Pals 
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to 
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
Prior Period Financial Statements 
The financial statements of Purrfect Pals as of December 31, 2022 were audited by other auditors whose report 
dated August 27, 2023 expressed an unmodified opinion on those statements. 
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 Purrfect Pals’ ability to continue as a 
going concern within one year after the date that the financial statements are available to be issued. 
Auditor’s 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 auditor’s 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 generally accepted auditing standards 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. 
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In performing an audit in accordance with generally accepted auditing standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 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. 

 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 Purrfect Pals’ internal control. Accordingly, no such opinion is expressed. 

 Evaluate 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. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about Purrfect Pals’ 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. 
 

Greenwood Ohlund 

Seattle, Washington  
October 29, 2024



PURRFECT PALS 
 

STATEMENTS OF FINANCIAL POSITION 
December 31, 2023 and 2022  

3 

ASSETS 2023 2022

Current Assets
Cash and cash equivalents 69,351$             597,242$           
Investments 947,035 -                   
Contributions receivable 47,149 16,285               
Prepaid expenses and other assets 33,474 30,091               

Total current assets 1,097,009          643,618             

Cash and Cash Equivalents Restricted for Capital Campaign 253,899 -                   
Contributions and Grants Receivable Restricted 

for Capital Campaign 432,192             -                   
Property and Equipment, net 1,949,309 1,829,167
Other Assets 24,750 24,750

Total assets 3,757,159$        2,497,535$        

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable 58,227$             56,722$             
Accrued salaries and related 42,657               59,251               
Current portion of notes payable 17,360 23,126               

Total current liabilities 118,244             139,099             

Notes Payable, less current portion 344,196 401,838             

Total liabilities 462,440             540,937             

Net Assets
Without donor restrictions 2,403,842          1,869,401          
With donor restrictions 890,877             87,197               

Total net assets 3,294,719          1,956,598          

Total liabilities and net assets 3,757,159$        2,497,535$        

See accompanying notes to financial statements.  
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Operating Activities
Support and revenue

Contributions 1,672,593$      1,046,416$      2,719,009$      764,984$         87,197$           852,181$         
In-kind contributions 117,027           -                 117,027           99,682             -                 99,682             
Special event revenue 185,174           -                 185,174           213,461           -                 213,461           
Special event – direct benefit to donor (38,366)            -                 (38,366)            (28,853)            -                 (28,853)            
Adoption services 38,129             -                 38,129             44,808             -                 44,808             
Investment return 29,737             -                 29,737             2,227              -                 2,227              
Other income 802                 -                 802                 -                 -                 -                 
Net assets released from restrictions 242,736           (242,736)          -                 222,055           (222,055)          -                 

Total support and revenue 2,247,832        803,680           3,051,512        1,318,364        (134,858)          1,183,506        
Expenses

Program services 1,191,063        -                 1,191,063        1,057,940        -                 1,057,940        
Management and general 339,138           -                 339,138           349,694           -                 349,694           
Fundraising 183,190           -                 183,190           162,368           -                 162,368           

Total expenses 1,713,391        -                 1,713,391        1,570,002        -                 1,570,002        
Change in net assets 534,441         803,680         1,338,121      (251,638)        (134,858)        (386,496)        

Net Assets, beginning of year 1,869,401        87,197             1,956,598        2,121,039        222,055           2,343,094        
Net Assets, end of year 2,403,842$      890,877$         3,294,719$      1,869,401$      87,197$           1,956,598$      

See accompanying notes to financial statements.

2023 2022
Without Donor 

Restrictions
With Donor 
Restrictions Total

Without Donor 
Restrictions

With Donor 
Restrictions Total
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Operations Adoptions
Special 
Projects Total

Management 
and General Fundraising Total

Salaries 371,785$       37,051$         14,284$         423,120$       205,328$       90,165$         718,613$       
Payroll taxes 45,385           4,296             -                49,681           23,652           10,846           84,179           
Benefits 30,805           5,123             -                35,928           32,158           13,312           81,398           

Total salaries and related 447,975         46,470           14,284           508,729         261,138         114,323         884,190         

Program and other supplies 165,444         -                108,791         274,235         -                10,338           284,573         
Professional fees 16,454           -                107,280         123,734         20,895           6,168             150,797         
Depreciation 86,487           -                -                86,487           11,649           -                98,136           
Cat food and litter 83,753           -                12,382           96,135           -                -                96,135           
Occupancy 49,881           -                -                49,881           1,319             51,200           
Event meals, entertainment and other -                -                -                -                -                38,366           38,366           
Information technology 7,085             300               -                7,385             16,957           12,120           36,462           
Printing and postage 1,136             -                -                1,136             -                33,060           34,196           
Insurance 23,813           -                -                23,813           -                -                23,813           
Other 10,620           702               -                11,322           2,437             1,853             15,612           
Bank and merchant fees 120               -                -                120               9,791             4,927             14,838           
Interest -                -                -                -                14,212           -                14,212           
Office supplies 7,926             160               -                8,086             740               401               9,227             

Total expenses 900,694         47,632           242,737         1,191,063      339,138         221,556         1,751,757      

Special event – direct benefit to donor -                -                -                -                -                (38,366)          (38,366)          

900,694$       47,632$         242,737$       1,191,063$     339,138$       183,190$       1,713,391$     

See accompanying notes to financial statements.

Program Services
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Operations Adoptions
Special 
Projects Total

Management 
and General Fundraising Total

Salaries 324,514$       35,649$         52,155$         412,318$       209,810$       81,330$         703,458$       
Payroll taxes 37,402           4,199             6,067             47,668           22,492           9,675             79,835           
Benefits 3,300             -                1,500             4,800             14,646           4,800             24,246           

Total salaries and related 365,216         39,848           59,722           464,786         246,948         95,805           807,539         

Program and other supplies 127,128         139               126,579         253,846         17                 5,945             259,808         
Professional fees 28,385           -                57,978           86,363           16,850           6,826             110,039         
Cat food and litter 84,509           -                14,149           98,658           -                -                98,658           
Depreciation 79,465           -                -                79,465           10,750           -                90,215           
Occupancy 37,136           -                -                37,136           1,638             -                38,774           
Information technology 7,439             -                -                7,439             15,502           14,146           37,087           
Other 10,125           1,947             -                12,072           14,406           7,235             33,713           
Event meals, entertainment and other -                -                -                -                -                28,853           28,853           
Printing and postage 375               -                -                375               118               26,901           27,394           
Interest -                -                -                -                21,607           -                21,607           
Bank and merchant fees -                -                -                -                9,608             5,510             15,118           
Insurance 15,082           -                -                15,082           -                -                15,082           
Office supplies 2,718             -                -                2,718             12,250           -                14,968           

Total expenses 757,578         41,934           258,428         1,057,940      349,694         191,221         1,598,855      

Special event – direct benefit to dono -                -                -                -                -                (28,853)          (28,853)          

757,578$       41,934$         258,428$       1,057,940$     349,694$       162,368$       1,570,002$     

See accompanying notes to financial statements.

Program Services
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2023 2022
Cash Flows from Operating Activities

Change in net assets 1,526,336$      5,283,127$      
Adjustments to reconcile change in net assets to 

net cash flows for operating activities:
Capital Campaign contributions -                 (5,277,921)       
Amortization of right-of-use asset - operating lease 90,000            180,000          
Depreciation 145,121          3,698              
Changes in operating assets and liabilities:

Contributions and grants receivable (329,899)         9,493              
Deposits 36,830            (29,830)           
Accounts payable (492,869)         (10,905)           
Accrued payroll liabilities (6,278)             (1,078)             
Operating lease liability (90,000)           (180,000)         
Deferred rent revenue 20,779            3,213              
Deferred ground lease revenue (79,924)           (79,924)           

Net cash flows from operating activities 820,096          (100,127)         

Cash Flows from Investing Activity
Purchases of property and equipment (6,653,745)       (3,604,939)       

Cash Flows from Financing Activity
Proceeds from Capital Campaign contributions 756,280          5,216,613        

Net change in cash and cash equivalents (5,077,369)    1,511,547     

Cash and Cash Equivalents, beginning of the year 6,596,039        5,084,492        

Cash and Cash Equivalents, end of the year 1,518,670$      6,596,039$      

Cash and Cash Equivalents, as presented on the statement of
financial position
Cash and cash equivalents 1,518,670$      4,706,865$      
Cash and cash equivalents restricted for Capital Campaign -                 1,889,174        

1,518,670$      6,596,039$      

See accompanying notes to financial statements.
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Note 1 – Organization and Summary of Significant Accounting Policies 
 
Organization 
 
Purrfect Pals (the Organization) is a not-for-profit corporation located in Arlington, Washington. Founded 
in 1988, the Organization finds loving, responsible homes for approximately 1,000 cats every year and 
provides lifetime sanctuary to more than 250 permanent resident cats. 
 
In 2023, the Organization embarked on a fundraising campaign with the goal of raising funds to construct 
the new vet clinic (the Capital Campaign). During 2023, the Organization was in the planning and design 
phase of the project. 
 
Use of Estimates 
 
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 certain 
reported amounts and disclosures. Actual results could differ from those estimates. 
 
Financial Statement Presentation 
 
In accordance with accounting principles generally accepted in the United States of America, the 
Organization is required to report information regarding its financial position and activities according to 
two classes of net assets: without donor restrictions and with donor restrictions.  
 
Net Assets without and with Donor Restrictions 
 
Net assets without donor restrictions are available for support of the Organization’s operations. 
 
Net assets with donor restrictions consist of net assets subject to donor-imposed stipulations that will be 
met by the actions of the Organization. Net assets with donor restrictions are transferred to net assets 
without donor restrictions as expenditures are incurred for the restricted purposes.  
 
Net assets with donor restrictions are available for the following purposes at December 31: 
 

2023 2022

Capital Campaign - Vet Clinic 814,590$           -$                  
Diagnostic equipment and supplies 76,287               7,164                
Fund-A-Need -                   41,142               
Time restricted -                   38,891               

890,877$           87,197$              
 
Contributions that the donor requires to be used to acquire long-lived assets (e.g., land acquisition, 
building construction and improvements, furniture, fixtures, and equipment – the Capital Campaign) are 
reported as net assets with donor restrictions. When the long-lived asset is placed into service, the 
Organization reflects the expiration of the donor-imposed restriction as a reclassification included in net 
assets released from restrictions. 
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Cash and Cash Equivalents  
 
Cash and cash equivalents include cash in banks. On occasion, the Organization has amounts deposited 
with financial institutions in excess of federally insured limits. The Organization does not believe it is 
exposed to any significant credit risk. Certain cash and cash equivalents are restricted by the original 
donor for the acquisition off property and equipment (Capital Campaign) and therefore classified as a 
noncurrent asset in the statements of financial position. 
 
Fair Value Measurements 
 
Fair value is a market-based measurement determined based on assumptions that market participants 
would use in pricing an asset or liability. There are three levels that prioritize the inputs used in measuring 
fair value as follows: 
 

 Level 1: Observable market inputs such as quoted prices (unadjusted) in active markets for 
identical assets or liabilities; 

 
 Level 2: Observable market inputs, other than quoted prices in active markets, that are 

observable either directly or indirectly; and 
 

 Level 3: Unobservable inputs where there is little or no market data, which require the reporting 
entity to develop its own assumptions. 

 
Investments 
 
Investments in Treasury Bills are stated at cost on the date of purchase. Investments in debt and equity 
securities are stated at fair value using Level 1 inputs in the fair value hierarchy (observable market inputs 
such as quoted prices in active markets for identical assets). 
 
Investments consist of the following at December 31: 
 

2023 2022

Cash and cash equivalents 331,423$           -$                  
United States Treasury securities 446,456             -                   
Exchange traded funds 168,735             -                   
Common stock 421                   -                   

947,035$           -$                   
 
Investment return (consisting of realized and unrealized gains and losses, and dividends and interest, less 
external investment fees) are reported on the statements of activities as increases or decreases in net 
assets without donor restrictions unless a donor restricts its use. 
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Contributions Receivable 
 
Contributions grants receivable that are expected to be collected within one year are recorded at net 
realizable value. Contributions receivable expected to be collected in one year or more are recognized at 
fair value (at the date of donation) and are measured at the present value of their expected cash flow. In 
arriving at fair value, management considers a discount of the contributions receivable using an estimated 
risk-adjusted discount rate and an allowance for doubtful accounts. Amortization of any discount is 
included in contribution revenue.  
 
Management reviews the collectability of contributions and receivable on a periodic basis and writes off 
receivables deemed uncollectible. No discount or allowance for uncollectible accounts was considered 
necessary at December 31, 2023 and 2022. 
 
Contributions receivable restricted for the Capital Campaign are required to be invested in property and 
equipment upon receipt, and therefore classified as a noncurrent asset in the statements of financial 
position.  
 
Contributions receivable consist of the following at December 31: 
 

2023 2022

Due in less than one year 313,245$           16,285$             
Due in one to five years 166,096             -                   

479,341$           16,285$              
 
These amounts are presented in the statement of financial position as follows at December 31: 
 

2023 2022

Contributions and grants receivable 47,149$             16,285$             
Contributions and grants receivable restricted for

Capital Campaign 432,192             -                   

479,341$           16,285$              
 
Contributions receivable from two donors made up 90% of contributions receivable at December 31, 
2023. There were no concentrations of contributions receivable at December 31, 2022. 
 
Property and Equipment 
 
Property and equipment are stated at cost, if purchased, or at fair value at the time of the donation, if 
donated. The Organization capitalizes all items with a cost or fair value over $3,000 and a useful life of 
more than one year. Depreciation and amortization is calculated using the straight-line method over the 
estimated useful lives of the assets. Estimated useful lives approximate five to thirty-nine years for 
buildings and improvements and three to seven years for equipment, vehicles, and furniture and fixtures. 
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Property and equipment consist of the following at December 31: 
 

2023 2022

Buildings and improvements 2,057,422$        1,941,228$        
Equipment 232,542             227,146             
Vehicles 38,023               15,755               
Furniture and fixtures 22,099               6,640                

2,350,086          2,190,769          

Less: Accumulated depreciation (674,276)            (576,140)            

1,675,810          1,614,629          

Construction in progress - vet clinic 128,499             69,538               
Land 145,000             145,000             

1,949,309$        1,829,167$         
 
During 2023, the Organization entered into a construction commitment related to the vet clinic for a total 
cost of $426,898. At December 31, 2023, approximately $366,149 is remaining on the contract.  
 
Revenue Recognition 
 
Contributions (including those received at special events) are recorded when unconditionally pledged as 
with or without donor restriction, depending on the existence and/or nature of any donor restrictions. 
Restricted contributions for which the restrictions are met within the same reporting period the 
unconditional pledge is received are recognized as increases in net assets without donor restrictions. 
 
Two donors made up 39% of total support and revenue for the year ended December 31, 2023. There 
were no such concentrations for the year ended December 31, 2022. 
 
Revenue for adoption services is recognized at a point-in-time, which is generally when the customer 
signs the adoption agreement. The Organization sells items needed for animal care that are recognized 
upon the sale of items, net of sales taxes and discounts. There are no significant estimates involved in the 
recognition of adoption services revenue.  
 
In-Kind Contributions 
 
In-kind contributions consist primarily of program-related goods and services and are recorded at their 
estimated fair values at the date of donation. The Organization recognizes donated services that create or 
enhance nonfinancial assets or that require specialized skills, are provided by individuals possessing those 
skills, and would typically need to be purchased if not provided by donation. 
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In-kind contributions consist of the following for the years ended December 31: 
 

2023 2022

Goods and supplies 110,764$           97,050$             
Programmatic services 6,263                2,632                

117,027$           99,682$              
 
A substantial number of unpaid volunteers made significant contributions of their time to carry out 
programs and activities of the Organization. The estimated value of the volunteer services is not included 
in these financial statements because it does not meet the accounting criteria for recording. 
 
Functional Allocation of Expenses 
 
The costs of providing the various programs and other activities have been summarized on a functional 
basis in the statements of activities and functional expenses. Accordingly, certain costs have been 
allocated among the programs and supporting services benefited. In general, for salaries and related 
expenses, there is a direct relationship for employee duties to either program, management and general 
or fundraising. A few employees are allocated on a percentage-of-time basis. Depreciation is allocated on 
an asset-by-asset basis, depending on the estimated usage of the asset by function. Other categories 
include program and other supplies, professional fees and other, which are allocated based on the 
estimates of use of resources. 
 
Federal Income Taxes 
 
The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. No 
provision for income taxes is made in the accompanying financial statements, as the Organization has no 
activities subject to unrelated business income tax. 
 
Reclassifications 
 
Certain prior year balances have been reclassified to conform to the current year presentation. 
 
Subsequent Events 
 
Management of the Organization has evaluated subsequent events through the date these financial 
statements were available to be issued, which was October 29, 2024. 
 
Note 2 – Liquidity and Availability of Resources 
 
The Organization's financial assets have seasonal variations during the year due to the timing of 
donations received as a result of direct mail and online solicitations in support of general operating costs, 
special appeals to cover the care of specific special needs cats, medical equipment acquisitions, a public 
spay neuter voucher program and gifts in the memory of, or in honor of, individuals and their pets. The 
major fundraising event is held in late October and generates about 25% of general operating revenue 
through ticket sales, sponsorships, auction item purchases and a fund-a-need appeal at the event. The 
Organization receives a large portion of its annual fund gifts in November and December. 
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The following table reflects the Organization's financial assets as of December 31, 2023 and 2022, reduced 
by the amounts that are not available to meet general expenditures within one year of the statement of 
financial position dates because of donor restrictions:  
 

2023 2022
Financial assets

Cash and cash equivalents 323,250$           597,242$           
Investments 947,035             -                   
Contributions receivable 479,341             16,285               

1,749,626          613,527             
Amounts not available for general use within one year

Cash and cash equivalents restricted for Capital 
Campaign (253,899)            -                   

Contributions and Grants Receivable Restricted 
for Capital Campaign (432,192)            -                   

Net assets with donor restrictions for purpose 
(excluding Capital Campaign) (76,287)              (48,306)              

987,248$           565,221$            
 
Note 3 – Notes Payable 
 
Notes payable consist of the following at December 31: 
 

2023 2022
Note payable to Heritage Bank, due in monthly
installments of principal and interest of $2,905,
interest at 4.25% fixed through maturity of January
2032. Secured by a deed of trust on real property
with a cost basis and accumulated depreciation of
$2,202,422 and $442,989, respectively, at December 250,356$           308,022$           

Note payable to the Small Business Administration,
due in monthly installments of principal and interest
of $498, interest at 2.75% fixed through maturity of
June 2050. Secured by generally all assets of the
Organization (excluding real property). 111,200             116,942             

361,556             424,964             

Less: Current portion (17,360)              (23,126)              

344,196$           401,838$            
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Principal maturities on notes payable are as follows for the years ending December 31: 
 

2024 17,360$             
2025 20,085               
2026 20,910               
2027 21,769               
2028 22,618               
Thereafter 258,814             

361,556$            
 


