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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Kansas City Pet Project
Kansas City, Missouri

We have audited the accompanying financial statements of Kansas City Pet Project (a not-for-
profit organization), which comprise the statements of financial position as of December 31,
2019 and 2018, the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

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



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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Kansas City Pet Project as of December 31, 2019 and 2018, 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.

Change in Accounting Principles

As described in Note 1 to the financial statements, Kansas City Pet Project has adopted Financial
Accounting Standards Board (FASB) Accounting Standards Codification Topic 606, Revenue
from Contracts with Customers, as amended, and FASB Accounting Standards Update 2018-08,
Clarifying the Scope and the Accounting Guidance for Contributions Received and
Contributions Made. Our opinion is not modified with respect to this matter.
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February 26, 2021



KANSAS CITY PET PROJECT
STATEMENTS OF FINANCIAL POSITION
December 31, 2019 and 2018

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Investments
Accounts receivable
Grants receivable
Inventories
Prepaid expenses
Sales tax bond

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Deferred revenue

TOTAL CURRENT LIABILITIES

NET ASSETS
Without donor restrictions
With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

2019 2018
$ 608,927 892,611
244,956 185,880
194,064 60,782
350,000 -
28,045 24,336
20,199 26,532
- 25
1,446,191 1,190,166
568,787 639,886
$ 2,014,978 1,830,052
$ 867,981 580,181
233,731 182,324
747 747
1,102,459 763,252
811,972 1,000,771
100,547 66,029
912,519 1,066,800
$2014978 1,830,052

The accompanying notes are an integral part of these financial statements.
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KANSAS CITY PET PROJECT
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2019

Without Donor  With Donor

Restrictions Restrictions Total
SUPPORT AND REVENUE
City of Kansas City, Missouri contract $ 1,132,543 - 1,132,543
Kansas City Campus for Animal Care contract 1,188,128 - 1,188,128
Contributions 1,068,274 186,884 1,255,158
Animal receiving 172,561 - 172,561
Adoption services 604,318 - 604,318
Veterinary services 30,703 - 30,703
Special events 116,503 - 116,503
Sales revenue, net of cost of goods sold of $78,659 96,876 - 96,876 '
Investment return 56,312 - 56,312
In-kind contributions 65,507 - 65,507
Other income 25,167 - 25,167
Net assets released from restrictions 152,366 (152,366) -
TOTAL SUPPORT AND REVENUE 4,709,258 34,518 4,743,776
EXPENSES
Program services 4,205,709 - 4,205,709
General and administrative 336,439 - 336,439
Fundraising 355,909 - 355,909
TOTAL EXPENSES 4,898,057 - 4,898,057
CHANGE IN NET ASSETS (188,799) 34,518 (154,281)
NET ASSETS, BEGINNING OF YEAR 1,000,771 66,029 1,066,800
NET ASSETS, END OF YEAR $ 811,972 100,547 912,519

The accompanying notes are an integral part of these financial statements.
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KANSAS CITY PET PROJECT
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2018

SUPPORT AND REVENUE

City of Kansas City, Missouri contract
Contributions

Animal receiving

Adoption services

Veterinary services

Special events

Sales revenue, net of cost of goods sold of $88,698
Investment return

In-kind contributions

Other income

Net assets released from restrictions

TOTAL SUPPORT AND REVENUE
EXPENSES
Program services
General and administrative

Fundraising
TOTAL EXPENSES

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Without Donor  With Donor
Restrictions Restrictions Total
$ 1,690,891 - 1,690,891
1,324,881 119,220 1,444,101
163,660 - 163,660
588,355 - 588,355
32,677 - 32,677
61,859 - 61,859
101,290 - 101,290
3,647 - 3,647
99,324 - 99,324
20,612 - 20,612
114,934 (114,934) -
4,202,130 4,286 4,206,416
3,702,931 - 3,702,931
305,840 - 305,840
277,395 - 277,395
4,286,166 - 4,286,166
(84,036) 4,286 (79,750)

1,084,807 61,743 1,1»46,550

$ 1,000,771 66,029

The accompanying notes are an integral part of these financial statements,
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Salaries
Payroll taxes
Employee benefits

Shelter operational expenses
Veterinary services
Insurance

Office expense

Professional fees

Printing and copying
Veterinary and kennel supplies
Utilities

Occupancy

Maintenance and repairs
Training

Travel

Dues and subscriptions
Special event expenses
Advertising

Computer technology

Other

Penalties and settlements
Cost of goods sold
Depreciation

Less expenses included with
revenues on the statement of
activities

Cost of goods sold

Total expenses included in the
expense section on the
statement of activities

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

KANSAS CITY PET PROJECT

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2019

Program General and
Services Administrative Fundraising Total

$ 2,223,034 200,770 220,625 2,644,429

187,228 16,338 17,878 221,444

4,592 100 - 4,692

2,414,854 217,208 238,503 2,870,565

52,480 - - 52,480

215,811 - - 215,811

148,873 1,590 - 150,463

39,718 47,247 2,849 89,814

- 45,671 - 45,671

1,728 1,160 56 2,944

790,505 - - 790,505

181,491 - - 181,491

114,561 - - 114,561

40,522 - - 40,522

1,550 700 1,348 3,598

29,854 6,446 3,984 40,284

208 2,290 1,596 4,094

- - 20,213 20,213

- - 60,859 60,859

4,741 7,549 21,510 33,800

- 1,619 - 1,619

99,489 3,895 4,280 107,664

78,659 - - 78,659

69,324 1,064 711 71,099

4,284,368 336,439 355,909 4,976,716
(78,659) - - (78,659)

$ 4,205,709 336,439 355,909 4,898,057
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Salaries
Payroll taxes
Employee benefits

Shelter operational expenses
Veterinary services
Insurance

Office expense

Professional fees

Printing and copying
Veterinary and kennel supplies
Utilities

Occupancy

Maintenance and repairs
Training

Travel

Dues and subscriptions
Special event expenses
Advertising

Computer technology

Other

Penalties and settlements
Cost of goods sold
Depreciation

Less expenses included with
revenues on the statement of
activities

Cost of goods sold

Total expenses included in the
expense section on the
statement of activities

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

KANSAS CITY PET PROJECT

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2018

Program General and
Services Administrative Fundraising Total

$ 2,098,053 193,728 145,305 2,437,086

179,449 15,675 12,053 207,177

7,864 236 - 8,100

2,285,366 209,639 157,358 2,652,363

54,810 - - 54,810

116,643 - - 116,643

98,014 3,308 - 101,322

29,543 40,210 1,100 70,853

- 36,558 - 36,558

- 351 245 596

695,632 - - 695,632

165,572 - - 165,572

95,585 - - 95,585

17,730 - - 17,730

2,702 1,272 14 3,988

13,815 720 1,252 15,787

1,132 610 892 2,634

- - 24,560 24,560

- - 67,311 67,311

4,384 2,637 20,779 27,800

36 5,393 - 5,429

44,163 4,078 3,059 51,300

88,698 - - 88,698

77,804 1,064 825 79,693

3,791,629 305,840 277,395 4,374,864
(88,698) - - (88,698)

$ 3,702,931 305,840 277,395 4,286,166
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KANSAS CITY PET PROJECT
STATEMENTS OF CASH FLOWS
For the Years Ended December 31,2019 and 2018

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ (154,281) (79,750)
Adjustment to reconcile change in net assets to net cash

provided by (used in) operating activities

Depreciation 71,099 79,693
Unrealized gains on investments (53,969) (2,011)
Contribution of investments (2,764) (54,266)
Changes in operating assets and liabilities
Accounts receivable (133,282) (3,966)
Grants receivable (350,000) -
Other receivable - 10,638
Inventories (3,709) (4,645)
Prepaid expenses 6,333 (2,853)
Sales tax bond 25 -
Accounts payable 5,469 44,105
Accrued liabilities 51,407 60,311
Other payable 282,331 450,000
Deferred revenue - 200
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES (281,341) 497,456

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of property and equipment - (5,251

Purchases of investments (2,343) (1,636) -

NET CASH USED IN INVESTING ACTIVITIES (2,343) (6,887)
CHANGE IN CASH (283,684) 490,569
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 892,611 402,042
CASH AND CASH EQUIVALENTS, END OF YEAR $ 608,927 892,611

The accompanying notes are an integral part of these financial statements.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

Kansas City Pet Project (the Organization) is a charitable animal shelter whose purpose is to
place adoptable companion animals in responsible homes. The Organization was organized in
2011 and began operations in 2012. The Organization provided animal shelter services under a
contract with the City of Kansas City, Missouri through June 2019. In July 2019, the contract
with the City of Kansas City, Missouri for animal campus management services was granted to
Kansas City Campus for Animal Care (KCCAC) in anticipation of moving into a new facility in
2020. The Organization signed a sub-contract with KCCAC to provide the animal campus
management services beginning in July 2019.

Basis of Accounting and Financial Statement Presentation

The Organization’s policy is to prepare its financial statements on the accrual basis of accounting,

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-

or grantor-imposed restrictions. Accordingly, net assets and changes therein are classified and
reported as follows:

e Net Assets Without Donor Restrictions - Net assets available for use in general
operations and not subject to donor (or certain grantor) restrictions. Funds may be
designated by the Organization’s Board of Directors.

o Net Assets With Donor Restrictions - Net assets subject to donor- (or certain grantor-)
imposed restrictions. Some donor-imposed restrictions are temporary in nature, such as
those that will be met by the passage of time or other events specified by the donor.
Other donor-imposed restrictions are perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity. Donor-imposed restrictions are released when a
restriction expires, that is, when the stipulated time has elapsed, when the stipulated
purpose for which the resource was restricted has been fulfilled, or both.

Cash Equivalents

The Organization considers all highly liquid investments purchased with initial maturities of
three months or less to be cash equivalents.

Inventories

Inventories consist primarily of pet supplies. All inventories are stated at the lower of cost or
market. Cost is determined by the first-in, first-out method.



KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Accounts Receivable

The Organization’s receivables are due from contracts and are recorded at amounts due, net of an
allowance for doubtful accounts. Revenues from the KCCAC subcontract are billed monthly in
arrears. No collateral is required. The Organization determines its allowance by considering a
number of factors, including the length of time receivables are past due, the Organization’s
previous loss history, the debtor’s current ability to pay its obligations to the Organization, and
the condition of the general economy as a whole. The Organization writes off receivables when
they become uncollectible. At December 31, 2019 and 2018, the Organization considered

accounts receivable to be fully collectible; accordingly, no allowance for doubtful accounts was
recorded.

Property and Equipment

The Organization capitalizes all significant acquisitions of property and equipment, which are
recorded at cost or fair value, if donated. Property and equipment are depreciated using the
straight-line method over the estimated useful lives of the related assets.

Expenditures for repairs and maintenance are charged to expense as incurred. Expenditures that
materially extend the life of an asset are capitalized.

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a functional basis
in the accompanying statements of activities. The accompanying statements of functional expenses
present the natural classification detail of expenses by function. Accordingly, certain costs have
been allocated among the programs and supporting services benefited.

Income Taxes

The Organization is generally exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code. Accordingly, no provision or liability for income taxes has been included
in the accompanying financial statements.

The Organization recognizes the financial statement benefit of a tax position only after
determining that the relevant tax authority would more likely than not sustain the position
following an audit. For tax positions meeting the more-likely-than-not threshold, the amount
recognized in the financial statements is the largest benefit that has a greater than 50% likelihood
of being realized upon ultimate settlement with the relevant tax authority.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Income Taxes - Continued

The Organization is subject to income tax regulations in the U.S. federal jurisdiction and certain
state jurisdictions. Tax regulations within each jurisdiction are subject to the interpretation of the
related tax laws and regulations and require significant judgment to apply. With few exceptions,
the Organization is no longer subject to income tax examinations by the applicable tax
authorities for the years before 2016. If any were to be incurred, the Organization’s policy is to
record penalties and interest assessed by income tax authorities as operating expenses.

In-Kind Contributions

In addition to receiving cash contributions, the Organization receives in-kind contributions from

various donors. It is the policy of the Organization to record the estimated fair value of these in-
kind contributions.

Advertising and Promotion Costs

Adpvertising and promotion costs are charged to operations when incurred.

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in
the United States of America, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the 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.

Change in Accounting Principles

Financial Accounting Standards Board (FASB) Accounting Standards Codification Topic 606,
Revenue from Contracts with Customers, as amended, supersedes or replaces nearly all revenue
recognition guidance. These standards establish a new contract and control-based revenue
recognition model, change the basis for deciding when revenue is recognized over time or at a
point in time, and expand disclosures about revenue. The Organization has implemented Topic
606 and has adjusted the presentation in the financial statements accordingly. The standards had
no effect on net assets.

In June 2018, FASB issued Accounting Standards Update (ASU) 2018-08, Clarifying the Scope
and the Accounting Guidance for Contributions Received and Contributions Made. This
standard assists entities in evaluating whether transactions should be accounted for as
contributions or exchange transactions and determining whether a contribution is conditional.
The provisions of ASU 2018-08 have been implemented to contributions received in the
accompanying financial statements. There was no effect on net assets in connection with the
implementation of ASU 2018-08.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31,2019 and 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Subsequent Events

Subsequent events have been evaluated through February 26, 2021, which is the date the
financial statements were available to be issued.

NOTE 2 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of December 31:

2019 2018

Equipment $ 137,204 137,204
Vehicle 76,203 76,203
Leasehold improvements 392,941 391,941
Building 310,000 310,000
916,348 916,348

Less accumulated depreciation 347,561 276,462
$ 568,787 639,886

NOTE 3 - FAIR VALUE MEASUREMENTS

FASB Accounting Standards Codification (ASC) 820, Fair Value Measurements and
Disclosures, establishes a single authoritative definition of fair value, sets a framework for
measuring fair value, and requires additional disclosures about fair value measurements. In
accordance with ASC 820, the Organization classifies its investments into Level 1 (securities
valued using quoted market prices from active markets for identical assets), Level 2 (securities
not traded on an active market for which observable inputs are readily available), and Level 3
(securities valued based on significant unobservable inputs). Investments are classified in their
entirety based on the lowest level of input that is significant to the fair value measurement.

The following are descriptions of the valuation methodologies and inputs for investments
measured at fair value.

e Interest-bearing cash instruments, common stock, and exchange traded funds are valued

at the quoted market prices reported on active markets at the reporting date and are
classified within Level 1 of the fair value hierarchy.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 3 - FAIR VALUE MEASUREMENTS - Continued

e Mutual funds are valued at the net asset value of the shares held by the Organization at
the reporting date and are classified within Level 1 of the fair value hierarchy.

The following tables summarize the valuation of investments measured at fair value on a
recurring basis in the accompanying statements of financial position, including the additional
requirement to classify securities by major category, which is defined as the major security type
classifications within ASC 820.

Assets at Fair Value as of December 31, 2019

Description Level 1 Level 2 Level 3 Total
Interest-bearing cash instruments $ 5,261 - - 5,261
U.S. common stock 219,791 - - 219,791
Mutual funds - U.S. equity 12,903 - - 12,903
Exchange traded funds - U.S. equity 7,001 - - 7,001

$ 244956 - - 244.956
Assets at Fair Value as of December 31, 2018

Description Level 1 Level 2 Level 3 thal
Interest-bearing cash instruments $ 2,918 - - 2,918
U.S. common stock 167,122 - - 167,122
Mutual funds - U.S. equity 10,445 - - 10,445
Exchange traded funds - U.S. equity 5,395 - - 5.395

$ 185,880 - - 185,880

NOTE 4 - INVESTMENT RETURN

Investment return consisted of the following for the years ended December 31:

2019 2018
Interest and dividends $ 2,428 1,671
Net unrealized gains 53,969 2,011
Investment fees ' (85 (35)

$ 56312 3.647
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018
NOTE 5 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets were restricted by donors as follows at December 31:

2019 2018
Kennels $ 12,295 12,295
Shelter and veterinary services 10,224 10,645
Shelter and veterinary equipment 6,046 17,603
Disaster preparedness 14,484 14,484
Senior animals 5,680 3,494
Lifesaving impact 46,351 -
Other 5.467 7.508
$ 100,547 66,029

Net assets were released from donor restrictions by incurring expenses satisfying the restricted
purpose specified by the donors as follows for the years ended December 31:

2019 2018

Kennels $ - 1,695
Shelter and veterinary services 920 1,096
Shelter and veterinary equipment 16,397 4,653
Disaster preparedness - 999
Senior animals 421 2,320
Lifesaving impact - 6,343
Medical 126,505 91,268
Other 8,123 6,560

$ 152,366 114,934

NOTE 6 - FUNCTIONALIZED EXPENSES

The financial statements report certain categories of expenses that are attributable to more than
one program or supporting function. Therefore, expenses require allocations on a reasonable
basis that is consistently applied. Salary and benefit related expenses are allocated on the basis of
estimates of time and effort, while depreciation, rent, and other occupancy related expenses are
allocated on a square footage basis.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 7 - IN-KIND CONTRIBUTIONS

In-kind contributions consisted of the following for the years ended December 31:

2019 2018
Professional services $ - 500
Shelter supplies 150 31,608
Veterinary and kennel supplies 19,356 35,745
Veterinary services 20,000 20,000
Rent 20,000 -
Repairs and maintenance 3,069 -
Event supplies 2,584 10,721
Other 348 750

$ 65507 99,324

NOTE 8 - OPERATING LEASES

Under the City of Kansas City, Missouri contract, the Organization was provided its main

operating facility for $1 per year. This lease ended when the City of Kansas City, Missouri
contract was awarded to KCCAC in July 2019.

The Organization leases certain other facilities and equipment under operating lease agreements
expiring through 2022. Rental expense associated with these leases was $40,455 and $18,000 for
the years ended December 31, 2019 and 2018, respectively, including in-kind rent expense of
$20,000 in 2019. Rental expense is included in occupancy expense in the accompanying
statements of functional expenses.

Future minimum lease payments under these operating leases are as follows:

Year Ending December 31, Amount
2020 $ 22,218
2021 3,456
2022 2,016

S 27,690

NOTE 9 - CONCENTRATIONS OF RISK

The contracts for services with the City of Kansas City, Missouri/KCCAC in 2019 and the City
of Kansas City, Missouri in 2018 accounted for approximately 49% and 40%, respectively, of
the Organization’s total support and revenue in addition to providing the facility discussed in
Note 8. KCCAC accounted for 100% of accounts receivable at December 31, 2019 and the City
of Kansas City, Missouri accounted for 96% of accounts receivable at December 31, 2018.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 9 - CONCENTRATIONS OF RISK - Continued

The Organization maintains its cash balances at a financial institution in the Greater Kansas City,
Missouri area. The accounts are insured by the Federal Deposit Insurance Corporation (FDIC) up
to $250,000. At December 31, 2019 and 2018, the Organization’s uninsured cash balances were
$365,310 and $638,341, respectively.

The Organization invests in various investment securities. Investment securities are exposed to
various risks such as interest rate, market, and credit risks. Due to the level of risk associated
with certain investment securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and that such changes could materially affect
the amounts reported in the accompanying statements of financial position.

NOTE 10 - LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure without donor or other restrictions limiting

their use, within one year of the statement of financial position date, comprise the following at
December 31:

2019 2018

Cash and cash equivalents $ 608,927 892,611
Accounts receivable 194,064 60,782
Investments 244,956 185.880

Total financial assets, at year-end 1,047,947 1,139,273
Less net assets with donor restrictions 100,547 66,029
Financial assets available to meet cash
needs for general expenditures within
one year $ 947,400 1,073,244

As part of the Organization’s liquidity management plan, the Organization periodically invests
cash in money market funds.

NOTE 11 - EMPLOYER SHARED RESPONSIBILITY PAYMENT

During the years ended December 31, 2019 and 2018, the Organization received from the
Internal Revenue Service proposed employer shared responsibility payments of $92,660 related
to 2017 and $51,300 related to 2016, respectively. These payments were imposed because the
Organization did not provide minimum essential coverage of health insurance to at least ninety-
five percent of its full-time employees during 2016 and 2017 and because one or more of its full-
time employees were allowed the premium tax credit on their 2016 and 2017 tax returns. No

amounts have been accrued for 2018 because such amounts, if any, cannot be reasonably
estimated.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 12 - COMMITMENTS AND CONTINGENCIES

The Organization is subject to claims and lawsuits that arrive primarily in the ordinary course of
business. It is the opinion of management that the disposition or ultimate resolution of such
claims and lawsuits will not have a material adverse effect on the financial position of the
Organization.

NOTE 13 - REVENUE FROM CONTRACTS WITH CUSTOMERS

The Organization’s contracts with customers include retail sales, animal campus management
fees, adoption services, animal receiving, and veterinary services. Retail sales are recognized at
the time of sale. Animal campus management fees are recognized over the period of the contract.

Adoption, animal receiving, and veterinary services are recognized upon completion of the
service.

The following table provides information about accounts receivables, contract assets, and
contract liabilities from contracts with customers for the years ended December 31, 2019 and
2018:

Accounts Contract Contract
Receivable Assets Liabilities
Balances, December 31, 2017 $ 56,816 - (547)
Revenue recognized 2,665,571 - -
Collections (2,661,605) - (200)
Balances, December 31, 2018 60,782 - (747)
Revenue recognized 3,303,788 - -
Collections (3,170,506) - -
Balances, December 31, 2019 $ 194,064 - 747

NOTE 14 - AGENT FOR KCCAC

The Organization serves as an agent for KCCAC to raise funds to build the new animal campus.
The grant receivable of $350,000 recorded by the Organization at December 31, 2019 is payable
to KCCAC upon its receipt.
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KANSAS CITY PET PROJECT
NOTES TO FINANCIAL STATEMENTS
December 31,2019 and 2018

NOTE 15 - SUBSEQUENT EVENTS

Subsequent to December 31, 2019, the COVID-19 outbreak in the United States began
disrupting operations and affecting a wide range of industries and their employees. The extent of
the impact of COVID-19 on the Organization’s operational and financial performance will
depend on certain developments, including the duration and spread of the outbreak and the
related impact on its investments, donors, employees, and vendors, all of which are uncertain and
cannot be predicted. The Organization has had to limit the number of in-person pet introductions,
and employees have worked remotely as they are able. The extent to which COVID-19 may
impact the Organization’s financial condition or results of operations is uncertain and cannot be
reasonably estimated. No adjustments have been made to these financial statements as a result of
this uncertainty. However, subsequent to December 31, 2019, the investment and credit markets
have experienced significant volatility.

Subsequent to December 31, 2019, the Organization applied for and was approved for a
$554,200 loan under the Paycheck Protection Program created as part of the relief efforts related
to COVID-19 and administered by the Small Business Administration. The loan accrues interest
at 1%, but payments are not required to begin for ten months after the end of an eight- or 24-
week loan forgiveness covered period. The Organization is eligible for loan forgiveness of up to
100% of the loan, upon meeting certain requirements during the covered period. The loan is
uncollateralized and is fully guaranteed by the federal government.

The new shelter opened on January 1, 2020.
The animal control contract for the City of Kansas City, Missouri was awarded to the

Organization. The transition will begin September 1, 2020 with full takeover on December 1,
2020.
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