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Independent Auditors’ Report

The Board of Directors
The American Society for the Prevention of
Cruelty to Animals:

We have audited the accompanying balance sheet of The American Society for the Prevention of Cruelty to
Animals (the Society) as of December 31, 2010, and the related statements of activities, functional
expenses, and cash flows for the year then ended. These financial statements are the responsibility of the
Society’s management. Our responsibility is to express an opinion on these financial statements based on
our audit. The accompanying financial statements of the Society as of December 31, 2009, were audited by
other auditors whose report, dated September 7, 2010, was unqualified and included an explanatory
paragraph that described a restatement to the Society’s net assets as of January 1, 2009, as discussed in
note B to the 2009 financial statements.

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 of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Society’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the 2010 financial statements referred to above present fairly, in all material respects, the
financial position of The American Society for the Prevention of Cruelty to Animals as of December 31,
2010, and the changes in its net assets and its cash flows for the year then ended, in conformity with
U.S. generally accepted accounting principles.

KPMe LLP

September 14, 2011

KPMG LLP 1s a Delaware limited liabitity partnership,
the U S. member firm of KPMG International Cooperative
{"KPMG International”}, a Swiss entity.



THE AMERICAN SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Balance Sheets
December 31, 2010 and 2009

Assets 2010 2009
Cash and cash equivalents $ 27,869,029 31,092,106
Prepaid expenses and other assets 3,373,242 4,175,052
Bequests and contributions receivable 11,655,029 10,723,586
Other receivables, net of allowance of $37,000 2,903,214 2,590,026
Investments (note 3) 116,909,083 90,578,644
Beneficial interest in trusts held by others (note 5) 18,980,563 19,498,758
Land, building, and equipment, net (note 4) 27,873,952 26,235,233
Total assets $ 209,564,112 184,893,405
Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses $ 11,384,828 9,092,703
Grants payable 847,480 707,352
Deferred income 579,229 1,271,614
Deferred rent 1,498,643 1,161,196
Annuity obligations 3,343,201 2,859,366
Unfunded pension obligation (note 6) 3,886,329 3,143,006

Total liabilities 21,539,710 18,235,237

Commitments and contingencies (note 7)

Net assets (notes 9 and 10):

Unrestricted 128,171,690 107,111,609
Temporarily restricted 37,249,799 37,843,369
Permanently restricted 22,602,913 21,703,190
Total net assets 188,024,402 166,658,168
Total liabilities and net assets $ 209,564,112 184,893,405

See accompanying notes to financial statements.



THE AMERICAN SOCIETY FOR THE PREVENTION OF

CRUELTY TO ANIMALS
Statement of Activities
Year ended December 31,2010

Temporarily Permanently
Unrestricted restricted restricted Total
Operating support and revenues:
Contributions, grants, and memberships $ 95,959,752 1,420,201 — 97,379,953
Federated campaigns 2,796,948 — — 2,796,948
Bequests and trust income 4,100,784 7,429,851 — 11,530,635
Animal health services fees 13,500,750 — — 13,500,750
Royalties and licenses 2,808,986 — — 2,808,986
Special events, net of expenses of $527,070 436,474 329,000 — 765,474
Other revenues (note 4) 1,450,274 — — 1,450,274
Net assets released from restrictions 10,322,863 (10,322,863) — —
Total operating support and
revenues 131,376,831 (1,143,811) — 130,233,020
Operating expenses:
Program expenses (note 8):
Animal health services 26,675,363 — — 26,675,363
Community outreach 15,136,052 — — 15,136,052
Anti-cruelty programs 10,787,891 — — 10,787,891
Grants and sponsorships 7,316,913 — — 7,316,913
Communications 28,941,215 — — 28,941,215
Total program expenses 88,857,434 — — 88,857,434
Supporting expenses:
Membership development and fundraising 25,777,210 — — 25,777,210
Management and general 5,221,402 — — 5,221,402
Total supporting expenses 30,998,612 — — 30,998,612
Total operating expenses 119,856,046 — — 119,856,046
Change in net assets from
operating activities 11,520,785 (1,143,811) — 10,376,974
Nonoperating activities:
Bequests and trust income restricted for
endowment — — 153,000 153,000
Investment return (note 3) 10,454,574 550,241 — 11,004,815
Unrealized gains on beneficial interests in
trusts held by others (note 5) — — 746,723 746,723
Pension related charges other than net
periodic pension cost (note 6) (915,278) — — (915,278)
Change in net assets 21,060,081 (593,570) 899,723 21,366,234
Net assets at beginning of year 107,111,609 37,843,369 21,703,190 166,658,168
Net assets at end of year $ 128,171,690 37,249,799 22,602,913 188,024,402

See accompanying notes to financial statements.



THE AMERICAN SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Statement of Activities
Year ended December 31, 2009

Temporarily Permanently
Unrestricted restricted restricted Total
Operating support and revenues:
Contributions, grants, and memberships $ 84,248,599 1,881,811 — 86,130,410
Federated campaigns 2,495,641 — — 2,495,641
Bequests and trust income 6,527,899 5,064,923 — 11,592,822
Donated media resources 585,453 — — 585,453
Animal health services fees 13,195,463 — — 13,195,463
Royalties and licenses 2,288,363 — — 2,288,363
Special events, net of expenses of $468,711 448,729 206,250 — 654,979
Other revenues (note 4) 1,831,709 — — 1,831,709
Net assets released from restrictions 6,484,377 (6,484,377) — —

Total operating support and
revenues 118,106,233 668,607 — 118,774,840

Operating expenses:
Program expenses (note 8):

Animal health services 24,312,901 — - 24,312,901
Community outreach 15,409,951 — — 15,409,951
Anti-cruelty programs 9,002,907 — — 9,002,907
Grants and sponsorships 5,024,241 — —_ 5,024,241
Communications 26,413,225 — - 26,413,225

Total program expenses 80,163,225 — — 80,163,225

Supporting expenses:

Membership development and fundraising 19,925,059 - — 19,925,059
Management and general 7,765,922 — — 7,765,922

Total supporting expenses 27,690,981 — — 27,690,981

Total operating expenses 107,854,206 — — 107,854,206

Change in net assets from
operating activities 10,252,027 668,607 — 10,920,634

Nonoperating activities:
Bequests and trust income restricted for

endowment — — 1,350,587 1,350,587
Investment return (note 3) 16,553,246 — — 16,553,246
Unrealized gains on beneficial interests in

trusts held by others (note 5) — 81,905 1,774,244 1,856,149
Pension related charges other than net

periodic pension cost (note 6) 677,134 — — 677,134

Change in net assets 27,482,407 750,512 3,124,831 31,357,750
Net assets at beginning of year 79,629,202 37,092,857 18,578,359 135,300,418
Net assets at end of year $ 107,111,609 37,843,369 21,703,190 166,658,168

See accompanying notes to financial statements.
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THE AMERICAN SOCIETY FOR THE PREVENTION OF

CRUELTY TO ANIMALS

Statements of Cash Flows

Years ended December 31, 2010 and 2009

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash provided
by operating activities:
Depreciation and amortization
Donated securities
Net investment gains
Unrealized gains on beneficial interests in trusts held by others
Contributions restricted for endowments
Changes in assets and liabilities:
Decrease in prepaids and other assets
(Increase) decrease in other receivables, net
(Increase) decrease in bequests and contributions receivable
Decrease (increase) in beneficial interests in trusts held by others
Increase in accounts payable and accrued expenses
Increase (decrease) in other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Additions to land, building, and equipment
Purchases of investments
Proceeds from sales of investments

Net cash used in investing activities

Cash flows from financing activities:
Contributions restricted for endowments

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes to financial statements.

$

2010 2009
21,366,234 31,357,750
2,924,737 2,250,908
(375,808) (187,585)
(9,559,018) (15,247,475)
(746,723) (1,856,149)
(153,000) (1,350,587)
801,810 8,202,318
(313,188) (312,475)
(931,443) 4,800,860
1,264,918 (529,128)
2,292,125 1,320,796
1,012,348 (1,672,534)
17,582,992 26,776,699
(4,563,456) (1,124,698)
(34,386,388) (43,120,270)
17,990,775 25,057,480
(20,959,069) (19,187,488)
153,000 1,350,587
(3,223,077) 8,939,798
31,092,106 22,152,308
27,869,029 31,092,106
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THE AMERICAN SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements
December 31, 2010 and 2009

Description of the Organization

The American Society for the Prevention of Cruelty to Animals (the Society or ASPCA) is North
America’s first humane organization. The ASPCA provides effective means for the prevention of cruelty to
animals throughout the United States. It has been headquartered in New York City since its founding in
1866 where it maintains a strong local presence. ASPCA’s activities are focused on five primary program
areas: anti-cruelty programs, animal health services, community outreach, and public awareness
communications. It also manages an extensive program of grants and sponsorships to other animal
welfare-related organizations. The ASPCA is a privately funded 501(c)(3) not-for-profit corporation. The
ASPCA’s vision is that all animals are to be treated with respect and kindness.

Summary of Significant Accounting Policies

(a)

(b)

(0

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis in accordance with
accounting principles generally accepted in the United States of America (US GAAP).

Net Asset Classifications

The Society’s net assets, revenues, gains, and losses are classified based on the existence or absence
of donor-imposed restrictions. Accordingly, the net assets of the Society and changes therein are
classified and reported as follows:

Unrestricted — resources that are available for the general support of the Society’s operations.
The Society’s Board of Directors (Board) has approved the establishment of a long-term
investment policy for operating reserves (designated fund) to ensure the stability of the
mission, programs, employment, and ongoing operations of the Society and to provide a
source of internal funds for organization priorities.

Temporarily Restricted — net assets that have been limited by donor-imposed restrictions that
expire with the passage of time or that can be fulfilled by actions of the Society pursuant to
those restrictions. When a time restriction or purpose restriction is satisfied, those temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statements of
activities as net asset released from restrictions.

Permanently Restricted — net assets whereby donors have stipulated that the principal
contributed be invested and retained in perpetuity, with investment return available for
expenditure according to the restrictions, if any, imposed by those donors. Such resources also
include the Society’s beneficial interests in perpetual trusts held by others.

Cash and Cash Equivalents

Cash equivalents are defined as short-term highly liquid investments with original maturities of
three months or less, except for those cash equivalents included in the Society’s investment portfolio
that are held for long-term investment purposes.

8 (Continued)
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THE AMERICAN SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements
December 31, 2010 and 2009

Fair Value

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. Observable inputs are inputs that
market participants would use in pricing the asset or liability based on market data obtained from
independent sources. Unobservable inputs reflect assumptions that market participants would use in
pricing the asset or liability based on the best information available in the circumstances.

The Society measures fair value of its financial assets using a fair value hierarchy that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring that the
observable inputs be used when available. The hierarchy is categorized into three levels using the
following guidelines:

Level 1 — Inputs are quoted prices in active markets for identical assets, which are directly
observable at year-end.

Level 2 — Inputs are other than quoted prices in active markets, which may be directly or indirectly
observable at year-end. These may be for similar but not identical securities in less
frequently traded markets, and inputs may be derived from or corroborated by
observable market data by correlation or other means. Also included in Level 2 are
investments measured using a net asset value (NAV) per share, or its equivalent, that
may be redeemed at that NAV at or near the balance sheet date.

Level 3— Holdings that have little or no pricing observability at year-end. These are measured
using management’s best estimate of fair value, where inputs to determine fair value are
not observable and require significant management judgment and estimation. Also
included in Level 3 are investments measured using a NAV per share, or its equivalent,
that cannot be redeemed at the NAV near the balance sheet date, or for which
redemption at NAV is uncertain due to lockup periods or other investment restrictions.

The carrying value of cash, cash equivalents, prepaid expenses and other assets, accounts payable
and accrued expenses, and grants payable is a reasonable estimate of their fair value due to their
short-term nature. The carrying amounts of the Society’s investments approximate fair value. The
carrying value of bequests and contributions receivable is estimated based on the present value of
expected future cash flows from these receivables, and thus approximates fair value.

Split-Interest Agreements
The Society has recognized the following type of split-interest agreements:

Perpetual Trusts Held by a Third Party

Donors have established and funded trusts that are administered by third-party organizations. Under
the terms of these trusts, the Society has the irrevocable right to receive all or a portion of the income
earned on the trust assets either in perpetuity or for the life of the trust. The Society does not control
the assets held by the respective third-party trustees. Accordingly, the Society recognizes its interest

9 (Continued)
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THE AMERICAN SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements
December 31, 2010 and 2009

in such trusts, based on the fair value of the assets contributed to the trusts and records them as
permanently restricted contributions.

Charitable Remainder Trusts

Donors have established and funded trusts under which specified distributions are to be made to a
designated beneficiary or beneficiaries over the trusts’ term. Upon termination of the trusts, the
Society receives the assets remaining in those trusts. Trusts are recorded as increases to net assets at
the fair value of trust assets, less the present value of the estimated future payments to be made under
the specific terms of the trusts.

Charitable Gift Annuities

Donors have contributed assets to the Society in exchange for a promise by the Society to pay a fixed
amount or percentage for a specified period of time to such donors or to individuals or organizations
designated by those donors. Under the terms of such agreements, no trusts exist as the assets
received are held by, and the annuity liability is an obligation of, the Society. The discount rates used
to measure the liabilities ranged from 1.8% to 3.4% at December 31, 2010 and 2.0% to 3.4% at
December 31, 2009.

Assets held under split-interest agreements and beneficial interests in third-party trusts are
recognized as revenue when notification of an irrevocable split-interest agreement exists and when
fair value can reasonably be determined.

Investments

Debt and equity securities are recorded at fair value determined on the basis of quoted market prices.

Investments in alternative investments consist of nonmarketable securities for which there are no
readily observable market values. Values for these investments, which are generally subject to
certain withdrawal restrictions, are provided by the fund managers and may be based on appraisals,
obtainable prices for similar assets, or other estimates. The valuations are reviewed by the Society
for reasonableness. As a practical expedient, the Society records the fair value of certain of these
investments (those that meet certain eligibility criteria) at the investee’s NAV per share or its
equivalent. Because of the inherent uncertainty of valuation for certain investments in such funds,
their values may differ significantly from values that would have been used had a readily available
market for such investments existed, and such differences could be material.

Investment transactions are accounted for on the dates the purchases or sales are executed (trade
date). Dividend income is recorded on the ex-dividend date; interest income is recorded as earned on
the accrual basis.

Land, Building, and Equipment

Land owned by the Society is stated at cost. Buildings and equipment are stated at cost less
accumulated depreciation that is calculated using the straight-line method over the estimated useful
lives of the assets. Repairs and maintenance that do not improve or extend the life of the respective

10 (Continued)
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THE AMERICAN SOCIETY FOR THE PREVENTION OF
CRUELTY TO ANIMALS

Notes to Financial Statements
December 31, 2010 and 2009

asset are charged to expense as incurred. At the time fixed assets are retired or disposed of, the fixed
asset and related accumulated depreciation accounts are relieved of the applicable amounts, and any
gain or loss is credited or charged to current operations. Fixed assets costing greater than $1,000
(computers) or $2,000 (all other fixed assets) and with a useful life of greater than one year are
capitalized.

Royalties and Program Services Fees

The Society enters into various agreements that provide royalty and licensing revenues. Revenues
relating to royalty contracts are recognized in accordance with the terms and conditions included
therein.

Program service fee revenues, primarily from the animal hospital and animal poison control center,
are recognized when services have been performed.

Contributions, Grants, Memberships, and Federated Campaigns

Unless specifically restricted by the donor, all contributions are considered to be available for
unrestricted use. Contributions are recognized as income, at their fair value, when they become
unconditional promises to give. Contributions of securities and other tangible assets are recorded at
fair value at the date of gift. Conditional contributions and promises to give are recorded as revenue
when the conditions on which they depend have been substantially met. Bequests are recorded as
income when notification of an irrevocable right to receive such assets exists and when a fair value
can reasonably be determined.

During 2010 and 2009, the Society received notification of certain intentions to give. However, due
to their conditional nature, these gifts have not been reflected in the accompanying financial
statements.

Donated Services and Gifts in Kind

Donated media resources for public service videos and sign displays related to the Society’s mission
are recorded based on published average advertising rates and the number of airings reported by
television stations. The value of such resources, $27,000 in 2010 and $585,000 in 2009, is included
within revenue and support and communication program expenses.

A substantial number of volunteers have donated significant amounts of time and services in the
Society’s program operations and in its fundraising campaigns, however, such contributed services
do not meet the criteria for recognition of contributed service in accordance with generally accepted
accounting principles and, accordingly, are not reflected in the accompanying financial statements.

11 : (Continued)
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Functional Allocation of Expenses

Expenses are presented according to the programs for which they were incurred and are summarized
on a functional basis in the accompanying statements of activities. The various programs and
supporting services of the Society follow:

Animal health services — includes the Bergh Memorial Animal Hospital and mobile
spay/neuter clinics in New York City and the Animal Poison Control Center, a 24-hour animal
poison control telephone hotline in Urbana, Illinois, and animal behavior activities.

Community outreach — includes a state-of-the-art animal adoptions center in New York City
and extensive outreach, education, and training programs in communities throughout the
United States.

Anti-cruelty programs — includes humane law enforcement in New York as well as national,
state, and local legislative initiatives, as well as animal field investigative and animal forensic
activities.

Grants and sponsorships — represents programs designed to ensure the Society’s leadership in
serving the animal welfare field.

Communications — includes activities to create public awareness of animal-related issues.

Membership development and fundraising — involves the direction of the overall fundraising
affairs of the Society, which include development and related areas.

Management and general — includes the direction of the overall affairs of the Society, such as
portions of accounting, human resources, administration, and related areas.

Concentration of Market and Credit Risks

Financial instruments that potentially subject the Society to concentrations of credit risk consist
principally of cash, cash equivalents, and investments. The Society maintains its cash and cash
equivalents in various bank deposit accounts that may exceed federally insured limits at times. To
minimize risk, the Society’s cash accounts are placed with high-credit quality financial institutions,
while the Society’s investment portfolio is diversified with several investment managers in a variety
of asset classes. The Society regularly evaluates its depository arrangements and investments,
including performance thereof.

Estimates

The preparation of financial statements in conformity with US GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. The more significant estimates relate to the
valuation of the pension benefit obligation, alternative investments, annuity obligations, and the
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beneficial interest in third-party trusts; the useful lives of fixed assets; the functional allocation of
expenses; and the collectibility of receivables. Actual results could differ from those estimates.

Measure of Operations

The Society uses the “change in net assets from operating activities” as the measure of net assets that
are available to support current and future programs and services. Operating activities include all
revenues and expenses related to carrying out the Society’s mission. Nonoperating activities include
resources that generate income from investments, bequest and trust income restricted for
endowment, changes in beneficial interests in trusts held by others, actuarial adjustments to the
Society’s frozen pension plan, and other activities considered to be of a more unusual or
nonrecurring nature.

Income Taxes

The ASPCA qualifies as a tax-exempt organization under Section 501(c)(3) of the Internal Revenue
Code (IRC) and, is not subject to federal income taxes. Accordingly, donors are entitled to a
charitable contribution deduction as defined in the IRC. Continued qualification of tax-exempt status
is contingent upon compliance with the requirements of the IRC.

The ASPCA recognizes the effects of income tax positions only if those positions are more likely
than not of being sustained. No provision for income taxes was required for 2010 or 2009.

Reclassifications

Certain prior year amounts have been reclassified to conform to the current year presentation.

Investments

The fair value and cost basis (specific identification) of investments as of December 31 are as follows:

2010 2009
Fair value Cost Fair value Cost
Short-term investments $ 8,068,190 8,068,190 2,100,762 2,100,762
Common stock 28,093,165 24,464,295 22,544,918 21,474,414
Fixed income securities 4,419,225 4,337,208 1,625,070 1,508,934
Certificates of deposit — — 491,561 490,000
Mutual funds 49,961,400 47,639,705 42,256,255 45,382,779
Alternative investments 26,367,103 24,228,098 21,560,078 21,008,881
$ 116,909,083 108,737,496 90,578,644 91,965,770
13 (Continued)
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The following table presents the Society’s fair value hierarchy for those investments measured at fair value

on a recurring basis at December 31:

2010
Level 1 Level 2 Level 3 Total

Short-term investments $ 8,068,190 — — 8,068,190
Common stock:

Global equity 5,999,120 — — 5,999,120

Large cap equity 15,103,806 — — 15,103,806

Small cap equity 6,990,239 — — 6,990,239
Fixed income securities:

Domestic corporate bonds 882,865 — — 882,865

U.S. government bonds 2,630,014 — — 2,630,014

Municipal bonds 906,346 — — 906,346
Mutual funds:

Total fixed income 2,922,733 — — 2,922,733

Small cap equity 10,683,592 — — 10,683,592

Large cap equity 12,127,278 — — 12,127,278

International equity 14,968,458 — — 14,968,458

Global asset allocation 9,259,339 — — 9,259,339
Alternative investments — 22,084,823 4,282,280 26,367,103

$ 90,541,980 22,084,823 4,282,280 116,909,083
2009
Level 1 Level 2 Level 3 Total

Short-term investments $ 2,100,762 — — 2,100,762
Common stock:

Global equity 4,230,562 — — 4,230,562

Large cap equity 13,111,849 — — 13,111,849

Small cap equity 5,202,507 _ — 5,202,507
Fixed income securities:

Domestic corporate bonds 512,859 — — 512,859

U.S. government bonds 1,106,212 — — 1,106,212

Municipal bonds 6,000 — — 6,000
Certificates of deposit — 491,561 — 491,561
Mutual funds:

Total fixed income 3,046,513 — — 3,046,513

Small cap equity 8,419,094 — — 8,419,094

Large cap equity 9,721,221 - — 9,721,221

International equity 12,505,549 — — 12,505,549

Global asset allocation 8,563,877 — — 8,563,877
Alternative investments — 10,761,371 10,798,707 21,560,078

$ 68,527,005 11,252,932 10,798,707 90,578,644
14 (Continued)
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Changes in Level 3 investments for the years ended December 31, 2010 and 2009 are as follows:

2010 2009
Balance at beginning of year $ 10,798,707 11,273,367
Purchases, net 533,000 7,066,135
Unrealized gains 312,014 3,220,576
Reclassifications and transfers out of Level 3 (7,361,441) (10,761,371)
Balance at end of year $ 4,282,280 10,798,707

Investments with a fair value of $5,896,468 and $4,592,071 and cash equivalents of $217,375 and
$286,634 at December 31, 2010 and 2009, respectively, were held in investment accounts relating to
charitable gift annuities, in compliance, with the insurance laws of various states. The Society maintains
separate and district reserve funds adequate to meet the future payments of all outstanding charitable gift
annuities administered by the Society.

Certain information regarding the liquidity and redemption features of the Society’s alternative
investments (measured at NAV) is as follows:

2010
Unfunded Redemption Redemption
Fair value commitments frequency notice period
Equity long (a) $§ 8,074,942 — Monthly 30 days
Event driven (b) 3,750,142 — Annual 95 days
Distressed debt (c) 5,276,152 — Quarterly 90 days
Funds of funds (d) 4,983,587 — Annual 60 days
Private equity (e) 4,282,280 2,142,500 None N/A

$ 26,367,103 2,142,500

(@) This category includes investments in a limited partnership that invests primarily in international
equity securities.

(b) This category includes investments in a hedge fund that employs event driven, distressed, and
multistrategy arbitrage investment strategies to invest in a wide variety of securities and financial
instruments traded in the United States and foreign markets.

() This category includes investments in a hedge fund that invests indirectly in a diversified portfolio
focused on the securities of distressed companies, special situations, and related capital structure
opportunities.

(d) This category includes investments in a fund that invests in offshore and advisory accounts that are
managed outside of the United States, and domestically managed hedge funds, which are available
for subscription by tax-exempt organizations.

15 (Continued)



@

THE AMERICAN SOCIETY FOR THE PREVENTION OF

CRUELTY TO ANIMALS
Notes to Financial Statements
December 31, 2010 and 2009

(¢) This category includes several private equity funds that invest in privately held corporations and
domestic and international venture capital and private funds. Certain of these investments can never
be redeemed, and in these instances, distributions are received through the liquidation of the

underlying assets of the fund.

Investment Return

Components of investment return representing total return on investments and interest-bearing cash and
cash equivalents for the years ended December 31, 2010 and 2009 follow:

Interest and dividends
Realized gains (losses), net
Investment expenses

Realized investment return

Unrealized appreciation

Land, Building, and Equipment, Net

Total investment return

Land, building, and equipment as of December 31, 2010 and 2009 consisted of the following:

Land
Building

Building improvements

Furniture, fixtures, and equipment

Transportation equipment
Construction in progress

Accumulated depreciation and amortization

Total cost

Net book value

2010 2009
1,942,800 1,599,730
1,462,861 (3,057,025)
(497,003) (293,959)
2,908,658 (1,751,254)
8,096,157 18,304,500
11,004,815 16,553,246
Estimated
useful lives 2010 2009
_ 4,440,000 4,440,000
20 — 40 years 14,761,877 14,761,877
10 — 25 years 11,850,426 11,716,890
3 -10 years 10,312,304 6,911,724
4 — 6 years 3,440,076 2,554,063
23,100 131,923
44,827,783 40,516,477
(16,953,831) (14,281,244)
27,873,952 26,235,233
16 (Continued)
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The Society owns a building and land adjoining its headquarters facility in New York City, which is
occupied by a commercial tenant under a ten-year lease (with a five-year renewal option) and commenced
in September 2006. Rental payments increase 3% each year plus payment of property taxes, utilities, and
normal maintenance. As of December 31, 2010, minimum, future rental income under this lease is as
follows: '

2011 $ 285,144
2012 293,698
2013 302,509
2014 311,585
2015 320,932
Thereafter 180,630

$ 1,694,498

Total rental income recognized by the Society in 2010 and 2009 was $277,595 and $284,164, respectively,
which was recognized on a straight-line basis over the term of the lease, and is included in other revenues
in the accompanying statements of activities. Depreciation expense of $85,640 and $84,950, respectively,
related to the leased premises was netted against rental income.

Beneficial Interests in Trusts Held by Others

Included as beneficial interests in trusts held by others in the accompanying balance sheets are remainder
interests in several irrevocable trusts. The present value of the Society’s share of future interests in
charitable remainder trusts amounted to approximately $3,386,000 and $4,651,000 at December 31, 2010
and 2009, respectively, and has been included in temporarily restricted net assets and permanently
restricted net assets in accordance with terms of the trusts. The present values of the trusts are calculated
using discount rates ranging from 4.0% to 10.6% at December 31, 2010 and 2009. Beneficial interests in
perpetual third-party trusts of approximately $15,594,000 and $14,848,000, valued at the Society’s share of
the fair value of the underlying trust assets, are included in permanently restricted net assets at
December 31, 2010 and 2009, respectively.

At December 31, 2010 and 2009, the Society’s beneficial interests in trusts held by third-party trustees
were classified as Level 3 instruments within the fair value hierarchy.

17 (Continued)
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The following table summarizes the changes in the Society’s Level 3 beneficial interests in trusts held by

third-party trustees for the years ended December 31, 2010 and 2009:

Balance at December 31, 2008
Contributions, net
Unrealized gains

Balance at December 31, 2009

Terminations, net
Unrealized gains

Balance at December 31, 2010

Pension Plan

$

$

Charitable
remainder Perpetual
trusts trusts Total
3,953,986 13,159,495 17,113,481
529,128 — 529,128
168,095 1,688,054 1,856,149
4,651,209 14,847,549 19,498,758
(1,264,918) — (1,264,918)
— 746,723 746,723
3,386,291 15,594,272 18,980,563

The Society has a defined benefit pension plan that was frozen effective June 30, 2006. All participants
will receive benefits accrued through that date. Benefits under the plan were generally based on years of
service and average compensation during the highest five years of employment. Annual contributions are
determined by the Society based upon calculations performed by the plan’s actuary. No projected

contributions are expected for 2011.

The actuarial present value of benefit obligation recognized in the accompanying balance sheets at

December 31 are as follows:

Projected benefit obligation, beginning of year

Interest cost
Actuarial loss (gain)
Assumption change
Benefits paid

Projected benefit obligation, end of year

Fair value of plan assets, beginning of year
Return on plan assets
Employer contributions
Benefits paid

Fair value of plan assets, end of year
Funded status of plan, end of year

Accumulated benefit obligation

18

2010 2009
14,153,642 13,424,761
787,884 792,319
295,421 (141,710)
901,513 820,782
(1,089,768) (742,510)
15,048,692 14,153,642
11,010,636 9,410,036
920,411 1,843,110
321,084 500,000
(1,089,768) (742,510)
11,162,363 11,010,636
(3,886,329) (3,143,006)
15,048,692 14,153,642
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2010 2009
Amounts included in the balance sheets:
Unfunded pension obligation $ (3,886,329) (3,143,006)
Net accumulated actuarial loss within unrestricted net assets 5,194,840 4,279,562

Components of net periodic pension cost in the statements of activities consist of the following:

2010 2009
Interest cost $ 787,884 792,319
Expected return on plan assets (838,505) (708,562)
Actuarial loss 199,750 221,658
Net periodic pension cost $ 149,129 305,415

The weighted average rates used to determine net periodic pension cost and year-end benefit obligation for
the years ended December 31, 2010 and 2009 were:

2010 2009
Discount rate — benefit obligation 5.10% 5.70%
Discount rate — net periodic benefit cost 5.70 6.30
Expected long-term rate of return on plan assets 8.00 8.00

Other changes in plan assets and benefit obligation recognized in unrestricted net assets were as follows:

2010 2009
Net actuarial (loss) gain arising during
measurement period $ (1,115,028) 455,476
Amortization of net actuarial gain 199,750 221,658
$ (915,278) 677,134

The net accumulated actuarial loss within unrestricted net assets expected to be recognized in net periodic
benefit cost during 2011 is $246,000.
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The Finance Committee of the Board of Directors determines the allocation of plan assets and the external
money managers based on recommendations of an independent investment advisor. The investment
strategy for pension assets has a long-term horizon, with a preference for lower volatility, in keeping with
the long-term nature of the benefit liabilities. The following table categorizes the inputs used to report the
fair value of the plan’s investments within the fair value hierarchy as of December 31, 2010 and 2009:

Equity — domestic common stock:

Small cap equity
Large cap equity
Fixed income securities:
Domestic corporate bonds
U.S. government bonds
Mutual funds:
International equity
Global asset allocation
Cash and cash equivalents

Equity — domestic common stock:

Small cap equity
Large cap equity
Fixed income securities:
Domestic corporate bonds
U.S. government bonds
Mutual funds:
International equity
Global asset allocation
Cash and cash equivalents

2010

Level 1 Level 2 Total
$ 1,511,213 — 1,511,213
3,716,420 — 3,716,420
1,038,064 — 1,038,064
— 538,323 538,323
2,252,789 — 2,252,789
1,878,022 — 1,878,022
227,532 — 227,532
$ 10,624,040 538,323 11,162,363

2009

Level 1 Level 2 Total
$ 2,027,331 — 2,027,331
3,508,813 — 3,508,813
1,036,011 — 1,036,011
— 546,862 546,862
2,027,331 — 2,027,331
1,622,594 — 1,622,594
241,694 — 241,694
$ 10,463,774 546,862 11,010,636
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The plan’s weighted average asset allocation at December 31, 2010 and 2009, by asset category, follows:

2010 2009
Equities 83.9% 83.4%
Fixed income 14.1 14.4
Cash and cash equivalents 2.0 2.2
100.0% 100.0%

Plan benefits are expected to be paid as follows:

2011 $ 776,000

2012 747,000

2013 906,000

2014 877,000

2015 915,000

2016 — 2020 5,868,000

The Society also sponsors a 401(k) defined contribution retirement plan. Substantially all full-time
employees over age 21 are eligible to participate. The Society matches 100% of pretax employee
contributions up to 4% of eligible compensation in each pay period. Employee and matching employer
contributions are immediately 100% vested. Additional employer contributions are also made as a
percentage of compensation in each pay period. These additional contributions are fully vested for
employees who have attained at least three years of eligible service. Employer contributions, representing
matching employee contributions plus additional employer contributions, totaled $2,450,325 and
$2,180,547 in 2010 and 2009, respectively.

(7) Commitments and Contingencies

In June 2009, the Society entered into a 5-year lease for additional office space in Manhattan. The
aggregate commitment under these leases will be charged to expense on a straight-line basis over the terms
of respective leases. The Society’s aggregate annual minimum rental obligations at December 31, 2010, for
facilities under operating leases expiring through 2023, were:

2011 $ 2,099,522
2012 2,033,582
2013 2,174,719
2014 1,961,920
2015 1,820,331
Thereafter 15,002,759

$ 25,092,833

Total rental expense was $2,329,124 and $2,244,046 for 2010 and 2009, respectively.
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The Society, along with at least three other entities, is party to pending civil litigation. The ultimate
potential loss cannot be reasonably estimated at this time in part because of the other parties involved.
Nevertheless, management does not expect the outcome of this matter to have a material effect on the
financial position, changes in net assets, and cash flows of the Society, beyond the estimated amount
accrued.

In addition, the Society is a defendant in several other lawsuits arising in the normal course of operations.
While outside counsel cannot predict the outcome of such litigation, management does not expect the
outcome to have a material effect on the financial position, changes in net assets, and cash flows of the
Society.

Allocation of Joint Costs

Direct appeal program joint costs incurred in connection with mailing educational and informational
materials are allocated to program and supporting services on the basis of the content of the respective
materials. For the years ended December 31, 2010 and 2009, these costs were allocated as follows:

2010 2009
Anti-cruelty programs $ 551,417 448,650
Communications 19,371,307 15,661,971
Membership development and fundraising 18,436,542 14,927,792
Management and general 24,468 20,025
§ 38,383,734 31,058,438

Temporarily Restricted Net Assets

Temporarily restricted net assets were available for the following purposes at December 31, 2010 and
2009:

2010 2009
Animal health services $ 25,766,197 25,845,587
Anti-cruelty programs 407,105 325,000
Grants and sponsorships 1,886,177 2,062,684
Restricted for use in future periods 9,140,259 9,599,998
Other 50,061 10,100
$ 37,249,799 37,843,369

Endowment

The ASPCA’s endowment includes both donor-restricted endowment funds and funds designated by the
trustees to function as endowments. The ASPCA’s donor-restricted endowment funds have historically
been subject to the provisions of the Uniform Management of Institutional Funds Act (UMIFA). On
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September 17, 2010, the State of New York enacted the New York Prudent Management of Institutional
Funds Act NYPMIFA), the provisions of which apply to funds existing on or established after that date.

Financial Accounting Standards Board Accounting Standards Codification (ASC) 958-205, Endowments of
Not-for-Profit Organizations: Net Asset Classification of Funds Subject to an Enacted Version of the
Uniform Prudent Management of Institutional Funds Act (UPMIFA) and Enhanced Disclosures for All
Endowment Funds, provides guidance on classifying the net assets associated with donor-restricted
endowment funds held by organizations that are subject to an enacted version of UPMIFA. The Society
classifies as permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b)the original value of the subsequent gifts to the permanent endowment, and
(c) accumulations to the 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
Board of Directors in a manner consistent with the standard of prudence prescribed by NYPMIFA.

At December 31, 2010 and 2009, permanently restricted net assets of $22,602,913 and $21,703,190
consisted of donor-restricted endowment funds of $7,008,641 and $6,855,641 and beneficial interests in
perpetual trusts totaling $15,594,272 and $14,847,549, respectively. Permanently restricted net assets are
restricted to investment in perpetuity, with investment return available to support current operations.

The following summarizes the Society’s endowment net asset composition as of December 31, 2010 and
2009:

2010
Endowment composition by Temporarily Permanently
net asset category Unrestricted restricted restricted Total
Donor-restricted endowment
funds $ — 550,241 7,008,641 7,558,882
Board-designated endowment
funds 41,082,520 — — 41,082,520
Total endowment
funds $ 41,082,520 550,241 7,008,641 48,641,402
Changes in endowment
net assets
Endowment net assets,
beginning of year $ 28,700,000 — 6,855,641 35,555,641
Contributions and bequests 10,181,557 —_ 153,000 10,334,557
Investment return 2,200,963 550,241 — 2,751,204
Endowment net assets,
end of year $ 41,082,520 550,241 7,008,641 48,641,402
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2009
Endowment composition by Temporarily Permanently
net asset category Unrestricted restricted restricted Total
Donor-restricted endowment
funds $ — — 6,855,641 6,855,641
Board-designated endowment funds 28,700,000 — — 28,700,000
Total endowment
funds $ 28,700,000 — 6,855,641 35,555,641
Changes in endowment
net assets
Endowment net assets,
beginning of year $ — — 5,418,864 5,418,864
Contributions and bequests — — 1,350,587 1,350,587
Establishment of
board-designated endowment
funds 28,700,000 — — 28,700,000
Investment return;
Investment income 252,576 — 86,190 338,766
Appropriation of
endowment net assets
for expenditure (252,576) — — (252,576)
Endowment net assets,
end of year $ 28,700,000 - 6,855,641 35,555,641

(11) Subsequent Events

The Society evaluated its December 31, 2010 financial statements for subsequent events through
September 14, 2011, the date the financial statements were available to be issued. The Society is not aware
of any subsequent events that would require recognition or disclosure in the accompanying financial
statements.
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