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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
National Education for Assistance Dog Services, Inc.
West Boylston, Massachusetts

Report on the Financial Statements

We have audited the accompanying financial statements of National Education for Assistance Dog Services, Inc. which
comprise the statement of financial position as of August 31, 2014, and the related statements of activities, functional
expenses, and cash flows for the year then ended and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of 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
National Education for Assistance Dog Services, Inc. as of August 31, 2014, 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.

Report on Summarized Comparative Information

We have previously audited National Education for Assistance Dog Services, Inc.’s 2013 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated November 13, 2013.
In our opinion, the summarized comparative information presented herein as of and for the year ended August 31,
2013, is consistent, in all material respects, with the audited financial statements from which it has been derived.

Rablus Lgreh crf

Worcester, Massachusetts
December 3, 2014

BOLLUS LYNCH, LLP
AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
89 SHREWSBURY STREET * WORCESTER, MA 01604
P-508.755.7107 * F-508.755.3896
BOLLUSLYNCH.COM



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.
STATEMENT OF FINANCIAL POSITION
AUGUST 31, 2014
(With Summarized Financial Information for 2013)
Totals
Operating Restricted Endowment 2014 2013
Assets
Current assets
Cash and cash equivalents $ 180,399 $ 688,670 $ - $ 869,069 $ 93,199
Accounts receivable, net 1,806 - - 1,806 22,995
Pledges receivable 59,765 87,500 - 147,265 70,496
Prepaid expenses 9,861 - - 9,861 10,825
Other current assets 9,048 - - 9,048 6,142
Total current assets 260,879 776,170 - 1,037,049 203,657
Investments 276,550 921,258 2,153,934 3,351,742 2,740,438
Long-term pledges receivable 25,000 50,000 - 75,000 108,000
Property, plant, and equipment, net 2,166,943 - - 2,166,943 1,917,774
Due (to) from other funds (830,486) 830,486 - - -
Total assets $ 1,898,886 $ 2,577,914 $ 2,153,934 $ 6,630,734 $ 4,969,869
Liabilities and Net Assets
Current Liabilities
Current maturities of long-term debt $ 24,989 $ - $ - 3$ 24,989 $ 23,538
Current maturities of capital lease obligation 4,917 - - 4,917 -
Accounts payable and accrued liabilities 188,759 - - 188,759 119,621
Total current liabilities 218,665 - - 218,665 143,159
Long-term liabilities
Long-term debt, less current maturities 225,279 - - 225,279 250,287
Long-term capital lease obligation,
less current maturities 9,544 - - 9,544 -
Total long-term debt 234,823 - - 234,823 250,287
Net assets
Unrestricted
Operating (231,182) - - (231,182) (336,242)
Board designated for investment - - 578,393 578,393 413,435
Plant 1,676,580 - - 1,676,580 1,676,580
Total unrestricted 1,445,398 - 578,393 2,023,791 1,753,773
Temporarily restricted - 2,577,914 - 2,577,914 1,247,109
Permanently restricted - - 1,575,541 1,575,541 1,575,541
Total net assets 1,445,398 2,577,914 2,153,934 6,177,246 4,576,423
Total liabilities and net assets $ 1,898,886 $ 2,577,914 $ 2,153,934 $ 6,630,734 $ 4,969,869

See accompanying independent auditor’s report and notes to financial statements.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

(With Summarized Financial Information for 2013)

Support and revenue
General fees and contributions
Contributed goods and services
Grants and foundation gifts
Interest income
Investment return
Other income
Net assets released from restrictions

Total support and revenue
Expenses
Training program
Management and general
Fund raising
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

STATEMENT OF ACTIVITIES

YEAR ENDED AUGUST 31, 2014

Temporarily Permanently Totals

Unrestricted Restricted Restricted 2014 2013
$ 1,123,105 $ 2,315,778 $ - $ 3,438,883 $ 1,726,666
164,584 - - 164,584 160,708
7,511 164,000 - 171,511 356,512
748 - - 748 1,642
247,792 - - 247,792 132,911
- - - - 3,188

1,148,973 (1,148,973) - - -
2,692,713 1,330,805 - 4,023,518 2,381,627
2,039,131 - - 2,039,131 2,048,596
198,937 - - 198,937 151,254
184,627 - - 184,627 172,445
2,422,695 - - 2,422,695 2,372,295
270,018 1,330,805 - 1,600,823 9,332
1,753,773 1,247,109 1,575,541 4,576,423 4,567,091
$ 2,023,791 $ 2,577,914 $ 1,575,541 $ 6,177,246 $ 4,576,423

See accompanying independent auditor’s report and notes to financial statements.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

Salaries and benefits

Kennel supplies and dog care
Veterinary fees

Purchase of dogs

Education

Repairs and maintenance
Motor vehicles

Rent expense

Utilities

Telephone

Insurance

Fund raising expense
Advertising and printing
Office supplies

Postage

Professional services

Travel and entertainment

Bank fees

Interest expense

Depreciation

Loss on disposal of property,
plant, and equipment

Miscellaneous

Total Expenses

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED AUGUST 31, 2014

(With Summarized Financial Information for 2013)

Training Management Fund Totals
Program and General Raising 2014 2013
$ 1,195,088 $ 98,419 $ 112,479 1,405,986 $ 1,446,630
72,645 - - 72,645 61,581
130,337 - - 130,337 154,708
110,673 - - 110,673 106,975
2,210 - - 2,210 2,628
21,737 - - 21,737 17,284
28,337 - - 28,337 31,236
1,973 - - 1,973 1,273
57,807 1,204 1,204 60,215 63,063
8,051 474 947 9,472 8,471
38,371 - - 38,371 33,663
- - 27,090 27,090 16,058
47,197 4,425 22,124 73,746 52,070
70,594 7,844 - 78,438 73,576
14,951 27 3,982 18,960 13,992
82,962 27,128 16,088 126,178 151,269
30,901 312 - 31,213 21,983
5,920 499 713 7,132 7,027
15,901 - - 15,901 17,443
98,700 5,195 - 103,895 87,296
- 53,159 - 53,159 -
4,776 251 - 5,027 4,069
$ 2,039,131 $ 198,937 $ 184,627 2,422,695 $ 2,372,295

See accompanying independent auditor’s report and notes to financial statements.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.
STATEMENT OF CASH FLOWS

YEAR ENDED AUGUST 31, 2014
(With Summarized Financial Information for 2013)

2014 2013

Cash flows from operating activities
Change in net assets $ 1,600,823 $ 9,332
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation 103,895 87,296
Non-cash contributions - (10,000)
Loss on disposition of property, plant, and equipment 53,159 2,143
Investment gains (247,792) (132,911)
Contributions restricted for capital improvement (1,452,766) (18,500)

Changes in operating assets and liabilities
Accounts, pledges, and other receivables 114,920 (77,496)
Prepaid expenses and other assets (1,942) (12,422)
Accounts payable and accrued liabilities 38,218 21,893
Net cash provided by (used in) operating activities 208,515 (130,665)

Cash flows from investing activities:

Purchases of investments (673,760) (345,636)
Proceeds from sales and maturities of investments 310,248 492,648
Proceeds from disposition of property, plant, and equipment 425 549
Collection of note receivable - 80,975
Purchases of property, plant, and equipment (360,367) (61,472)
Net cash provided by (used in) investing activities (723,454) 167,064

Cash flows from financing activities:

Contributions restricted for capital improvement 1,315,266 18,500

Principal payments of long-term debt (23,557) (22,125)
Principal payments of capital lease obligation (900) -

Net cash provided by (used in) financing activities 1,290,809 (3,625)

Net change in cash and cash equivalents 775,870 32,774

Cash and cash equivalents, beginning of year 93,199 60,425

Cash and cash equivalents, end of year $ 869,069 $ 93,199

See accompanying independent auditor’s report and notes to financial statements.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of business

National Education for Assistance Dog Services, Inc. (NEADS) is a non-profit organization that was established in
1976 to provide canine assistance for people who are deaf or have a disability. These assistance dogs become an
extension of their handlers and bring freedom, physical autonomy, and relief from social isolation to their human
partners.

Accounting 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 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 revenue and expenses. Actual results could differ from those estimates.

Subsequent events

NEADS has evaluated the financial statement impact of subsequent events occurring through December 3, 2014, the
date that the financial statements were available to be issued.

Method of accounting

The financial statements of NEADS have been prepared on the accrual basis. Accordingly, assets are recorded
when the organization obtains the rights to ownership or is entitled to claims for receipt and liabilities are recorded
when the obligations are incurred.

Financial statement presentation

NEADS presents information regarding its financial position and activities according to three classifications of net
assets described as follows:

Unrestricted - All resources over which the governing board has discretionary control. The
governing board may elect to designate such resources for specific purposes. This designation
may be removed at the board's discretion.

Temporarily Restricted - Resources accumulated through donations or grants for specific
operating or capital purposes. Such resources will become unrestricted when the requirements of
the donor or grantee have been satisfied through expenditure for the specified purpose or program
or through the passage of time.

Permanently Restricted - Endowment resources accumulated through donations or grants that are
subject to the restriction in perpetuity that the principal be invested. Investment income may be
either an unrestricted or temporarily restricted resource when earned, determined according to the
gift instruments.

The financial statements include certain prior year summarized comparative information in total but not by net asset
class. Such information does not include sufficient detail to constitute a presentation in conformity with accounting
principles generally accepted in the United States of America. Accordingly, such information should be read in
conjunction with NEADS financial statements for the year ended August 31, 2013, from which the summarized
information was derived.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentration of credit risk

NEADS maintains its cash in bank deposit accounts which, at times, may exceed federally insured limits. NEADS
has not experienced any losses in such accounts and does not believe it is exposed to any significant credit risk on
cash and cash equivalents.

Accounts receivable

Receivables are reflected on the statement of financial position net of allowances for doubtful accounts. The
allowance for doubtful accounts is determined based upon an annual review of account balances, including the age
of the balance and the historical experience with the clients.

Investments

Investments in equity securities with readily determinable fair values and all debt securities are presented at fair
value. Alternative investments are generally comprised of debt securities that are traded on a private over-the-
counter market for institutional investors. These alternative investments are carried at estimated fair values as
provided by the investment manager. NEADS reviews and evaluates the values reported on statements and audits
provided by the investment manager and agrees with the valuation methods and assumptions used in determining
the fair value of the alternative investments. Those estimated fair values may differ significantly from the values
that would have been used had a ready market for these securities existed. Gains or losses on investments are
reported in the statement of activities as increases or decreases in unrestricted net assets unless their use is
temporarily or permanently restricted by explicit donor stipulations or by law.

Investment income is recorded in unrestricted assets unless its use is temporarily or permanently restricted by
explicit donor stipulations.

Endowment funds

NEADS’s endowment consists of donor restricted funds established for a variety of purposes. As required by
generally accepted accounting principles, net assets associated with endowment funds are classified and reported
based on the existence or absence of donor-imposed or legal restrictions.

The Board of Directors has interpreted state law as allowing the utilization of appreciation on permanently restricted
assets unless explicit donor stipulations specify how net appreciation must be used. As a result of this
interpretation, NEADS classifies as permanently restricted net assets (a) the original value of gifts donated to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as temporarily restricted net
assets until those amounts are appropriated for expenditure by NEADS in a manner consistent with the standard of
prudence prescribed by state law.

In accordance with the Uniform Prudent Management of Institutional Funds Act, NEADS may consider the
following factors in making a determination to appropriate or accumulate donor-restricted endowment funds: the
duration and preservation of the fund; the purposes of the organization and the donor-restricted endowment fund;
general economic conditions; the possible effect of inflation and deflation; the expected total return from income
and the appreciation of investments; other resources of the organization; and the investment policies of the
organization.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Endowment funds (continued)

NEADS has adopted investment and spending policies for its endowment assets that attempt to provide a
predictable stream of funding for its programs while seeking to maintain the purchasing power of the endowment
assets. Under this policy, as approved by the Board, NEADS’s Investment Committee shall seek to invest the
endowment funds in such a manner that the investments will provide a spendable return consistent with a long-term
goal of preserving the funds in real terms. Actual returns in any given year may vary from this policy.

To satisfy its long-term rate-of-return objectives, NEADS relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield (interest and
dividends). NEADS has invested in mutual funds that target a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk constraints.

NEADS has a policy of appropriating for distribution each quarter actual income plus realized and unrealized gains.
In establishing this policy, NEADS considered the long-term expected return on its endowment. This is consistent
with NEADS’ objective to maintain the purchasing power of its endowment.

From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall
below the level that the donor imposed restrictions require NEADS to retain as a fund of perpetual duration. In
accordance with generally accepted accounting principles, deficiencies of this nature are reported in unrestricted net
assets. Such deficiencies amounted to $204,430 as of August 31, 2014. In accordance with the Board’s
interpretation of relevant state law, appropriation of appreciation on these funds has been suspended until such time
as the deficiency has been restored and the fair value of the fund exceeds the level required to be retained
permanently.

Property, plant, and equipment

Property, plant, and equipment is recorded at cost. Depreciation is computed using the straight line method. The
cost of maintenance and repairs is charged to income as incurred.

Dog training fees

NEADS receives fees and contributions from its clients for training assistance dogs. These funds are recognized as
revenue upon completion of the training program. Funds received in advance for a dog that has not completed
training are included in temporarily restricted general fees and contributions.

Contributions, gifts, and grants

Contributions, gifts, and grants received are recorded as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence and nature of any donor restrictions. Contributions may include actual
gifts or promises to give. Such contributions are considered to be available for unrestricted use unless specifically
restricted by the donor or grantor. Contributions of assets other than cash are recorded at their estimated fair value
on the date of the gift. Contributions that the donor requires to be used to acquire long-lived assets (for example,
land, buildings, furniture, fixtures, and equipment) are reported as temporarily restricted until the long-lived assets
have been acquired, at which time the entity reflects the expiration of the donor-imposed restriction as a
reclassification included in net assets released from restrictions. Restricted gifts or promises to give are required to
be reported as restricted support in the period received and are then reclassified to unrestricted net assets upon
satisfaction of the donor restriction. Conditional promises to give, which depend on the occurrence of a specified
future and uncertain event to bind the promisor, are recognized when the conditions on which they depend are
substantially met.



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional expenses

Expenses are charged to each program based upon direct expenditures incurred. Expenditures not directly
chargeable are allocated to each function.

Advertising and promotion

All costs associated with advertising and promoting NEADS are expensed in the year incurred.

Donated goods and services

Donated goods and services with a clearly measurable monetary value, which the organization would have been
required to purchase, are recorded as unrestricted support and expense in the period received. Other services and
those which are not clearly measurable are not recorded in the financial statements.

2 - PLEDGES RECEIVABLE

Payments of pledges as of August 31, 2014 are expected to be received as follows:

2015 $ 147,265
2016 75,000
$ 222,265

3 - INVESTMENTS

Investments are included in the following classes of net assets:

2014 2013

Donor restricted endowments:
Unrestricted $  (204,430) $ (281,901)
Permanently restricted 1,575,541 1,575,541
Board designated endowment 782,823 695,336
Temporarily restricted 921,258 521,258
Unrestricted 276,550 230,204
$ 3,351,742 $ 2,740,438




NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

3 - INVESTMENTS (Continued)

Investments are comprised of the following:

2014 2013
Money market funds $ 243,447 $ 262,866
Real estate investment trust 380,128 354,167
Taxable bonds 341,285 697,653
Equity based mutual funds 1,854,815 936,906
Alternative investments 132,067 488,846
Managed investments 2,951,742 2,740,438
Certificate of deposit 400,000 -
$ 3,351,742 $ 2,740,438
Investment return is reflected in the financial statements for 2014 and 2013 as follows:
2014 2013
Interest and dividend income $ 112,016 $ 103,495
Net realized and unrealized gains 152,215 49,218
Investment management fees (16,439) (19,802)
Total return on investments $ 247,792 $ 132,911

As discussed in Note 1, NEADS’s investments are reported at fair value. The investment markets have been
volatile since August 31, 2014. As a result, the fair value of the NEADS’s investment portfolio as of the date of the
independent auditor’s report may be different than amounts reported at August 31, 2014.

4 - ENDOWMENT ASSETS

Endowment assets include board designated and donor restricted funds. Changes in endowment assets for the year
ended August 31, 2014 are as follows:

Temporarily Permanently

Unrestricted Restricted Restricted Total

Endowment assets, beginning of year $ 413,435 $ - $ 1,575,541 $ 1,988,976
Investment return:

Interest and dividend income 35,120 59,199 - 94,319
Net investment gains 52,367 88,272 - 140,639
Total investment return 87,487 147,471 - 234,958

Appropriation for expenditure 147,471 (147,471) - -
Withdrawals (70,000) - - (70,000)
Endowment assets, end of year $ 578,393 $ - $ 1,575,541 $ 2,153,934

10



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

5 - PROPERTY, PLANT, AND EQUIPMENT

Property, plant, and equipment, together with estimated useful lives, consist of the following:

Estimated
Useful Lives 2014 2013

Land - $ 172,890 $ 172,890
Buildings and improvements 15-39 years 2,356,612 2,356,612
Furniture and equipment 3 -7 years 497,875 447,362
Motor vehicles 5 years 142,998 180,971
Construction in process - 491,884 196,933
3,662,259 3,354,768

Less: Accumulated depreciation and amortization 1,495,316 1,436,994
$ 2,166,943 $ 1,917,774

Depreciation expense for property, plant, and equipment was $103,895 and $87,296 in 2014 and 2013, respectively.

6 - LONG-TERM DEBT

Long-term debt consists of the following:

2014 2013
Note payable, secured by property, due in monthly principal installments of
$1,840, including interest at 6%, through August 2021. $ 128,242 $ 141,125
Note payable, secured by property, due in monthly instaliments of $716,
including interest at 6%, through August 2022. 53,999 60,320
Note payable, secured by property, due in monthly instaliments of $716,
including interest at 6%, through August 2025. 68,027 72,380
250,268 273,825
Less: Current maturities of long-term debt 24,989 23,538
$ 225,279 $ 250,287
Maturities of long-term debt in subsequent years are as follows:
2015 $ 24,989
2016 26,530
2017 28,167
2018 29,904
2019 31,748
Thereafter 108,930
$ 250,268

11



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

6 - LONG-TERM DEBT (Continued)

In March 2014, NEADS entered into a revolving line of credit agreement with its bank to meet the needs of
construction currently in progress. This line of credit is available through March 2015. The agreement has a
borrowing limit of $175,000, secured by certain assets of NEADS. The interest rate to be charged on the principal
balance is a variable rate which is 0.25% over the Commerce Bank & Trust Company Base Rate which is currently
at 3.250%. There were no outstanding advances on this line of credit at August 31, 2014.

~
1

NET ASSETS

Temporarily restricted net assets as of August 31, 2014 and 2013 are available for the following purposes:

2014 2013
Expansion project $ 650,330 $ 45,059
Capital acquisition 624,106 130,142
Dog training programs 1,303,478 1,071,908
$ 2,577,914 $ 1,247,109

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or by the
occurrence of other events specified by the donors as follows:

2014 2013
Expansion project $ 347,495 $ 28,441
Capital acquisition 6,036 12,911
Completion of dog training programs 795,442 560,234
$ 1,148,973 $ 601,586
Permanently restricted net assets are restricted to:
2014 2013
Investment in perpetuity, the income and appreciation from which is
expendable for general operating needs $ 392,906 $ 392,906
Investment in perpetuity, the income and appreciation from which is
temporarily restricted to the Canines for Combat Veterans program 1,182,635 1,182,635
$ 1,575,541 $ 1,575,541

The Board of Directors has designated $782,823 and $695,336 of unrestricted net assets for long-term investment as
of August 31, 2014 and 2013, respectively.

(00)
1

ENDOWMENT

During 1992, a donation of $50,000 was made to the Greater Worcester Community Foundation to benefit NEADS.
This donation is managed by the Community Foundation Distribution Committee. NEADS will be entitled to the
net income and as much of the principal as the Distribution Committee deems necessary to support the operational
and/or needs of NEADS. NEADS will recognize this support when it is received. No support has been recognized
in these financial statements.

12



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

9 - DONATED GOODS AND SERVICES

Donated goods and services were comprised of the following:

2014 2013
Goods
Kennel supplies and dog care $ 50,535 $ 47,247
Client equipment 4,385 -
Services
Veterinary fees 96,594 113,461
Database training 13,070 -
$ 164,584 $ 160,708

10 - FAIR VALUE MEASUREMENTS

NEADS follows the provisions of Financial Accounting Standards Board Accounting Standards Codification Topic
820, “Fair Value Measurements” (ASC Topic 820). This standard defines fair value, establishes a framework for
measuring fair value in accordance with generally accepted accounting principles, and expands disclosures about
fair value measurements.

Determination of Fair Value

NEADS uses fair value measurements to record fair value adjustments to certain assets and liabilities and to
determine fair value disclosures. In accordance with ASC Topic 820, the fair value of a financial instrument is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Fair value is best determined based on quoted market prices. In cases where
quoted market prices are not available, fair values are based on estimates using present value or other valuation
techniques. Those techniques are significantly affected by the assumptions used, including the discount rate and
estimates of future cash flows. Accordingly, the fair value estimates may not be realized in an immediate settlement
of the instrument.

Fair Value Hierarchy

In accordance with ASC Topic 820, NEADS groups its financial assets and financial liabilities generally measured
at fair value in three levels, based on the markets in which the assets and liabilities are traded and the reliability of
the assumptions used to determine fair value.

Level 1: Valuation is based on quoted prices in active markets for identical assets or liabilities that the
reporting entity has the ability to access at the measurement date.

Level 2: Valuation is based on observable inputs other than Level 1 prices, such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are observable
or can be corroborated by observable market data for substantially the full term of the assets or liabilities.

13



NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

10 - FAIR VALUE MEASUREMENTS (Continued)

Fair Value Hierarchy (continued)

Level 3: Valuation is based on unobservable inputs that are supported by little or no market activity and
that are significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which the determination of fair value
requires significant management judgment or estimation.

The assets or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of
any input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There have been
no changes in the methodologies used at August 31, 2014 and 2013.

Money market, mutual funds, bonds, and equities: Valued at the closing price reported on the active market on
which the individual securities are traded.

Alternative investments - NEADS, as a practical expedient, estimates the fair value of its alternative
investments based on the net asset value (or its equivalent) as reported by the fund manager. NEADS has
evaluated the audited financial statements of its holdings as of the balance sheet date and believes that reported
net asset value (or its equivalent) is calculated consistent with the guidance of ASC 820-10-35-59.
Classification within the fair value hierarchy is based on the existence of restrictions on NEADS's ability to
redress its holdings.

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, although NEADS believes its valuation methods are
appropriate and consistent with other market participants, the use of different methodologies or assumptions to
determine the fair value of certain financial instruments could result in a different fair value measurement at the
reporting date.

NEADS’s financial assets that are measured at fair value on a recurring basis were recorded using the fair value
hierarchy at August 31, 2014 as follows:

August 31, 2014

Level 1 Level 2 Level 3 Total

Investments

Money market funds $ 243,447 $ - $ - $ 243,447

Real estate investment trust - - 380,128 380,128

Taxable bonds 341,285 - - 341,285

Equity based mutual funds 1,854,815 - - 1,854,815

Alternatives - - 132,067 132,067
Total investments $ 2,439,547 $ - $ 512,195 $ 2,951,742
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NATIONAL EDUCATION FOR ASSISTANCE DOG SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

10 - FAIR VALUE MEASUREMENTS (Continued)

Fair Value Hierarchy (continued)

NEADS’s financial assets that are measured at fair value on a recurring basis were recorded using the fair value
hierarchy at August 31, 2013 as follows;

August 31, 2013

Level 1 Level 2 Level 3 Total

Investments

Money market funds $ 262,866 $ - $ - $ 262,866

Real estate investment trust - - 354,167 354,167

Taxable bonds 697,653 - - 697,653

Equity based mutual funds 936,906 - - 936,906

Alternatives - - 488,846 488,846
Total investments $ 1,897,425 $ - $ 843,013 $ 2,740,438

NEADS does not measure any liabilities at fair value on a recurring or non-recurring basis on the statement of
financial position.

A reconciliation of liabilities measured at fair value using significant unobservable inputs (level 3) follows:

2014 2013
Beginning balance $ 843,013 $ 678,010
Purchases - 108,000
Transfer to Level 1 (372,287) -
Interest and dividends 41,148 45,230
Total unrealized gain (loss) included in changes in net assets 321 11,773
Ending balance $ 512,195 $ 843,013

NEADS invests in a business development company which completed a public offering during the year. The stock
of this company is actively traded on the New York Stock Exchange (NYSE). The fair market value of the
investment on the offering date is reflected as a transfer from level 3 to level 1 within the fair value hierarchy above.

As discussed above in the financial statements, NEADS estimates the fair value of its investments in certain entities
using the net asset value per share of the investment. Further information about these investments is presented

below:
Redemption
Frequency
Unfunded (If Currently Redemption
Fair Value Commitments Eligible) Notice Period
Real estate investment trust $ 380,128 $ - Quarterly None
Private equity 132,067 - Quarterly None

$ 512,195 $ -
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NOTES TO FINANCIAL STATEMENTS
(Continued)

10 - FAIR VALUE MEASUREMENTS (Continued)

Fair Value Hierarchy (continued)

The private equity funds are closed end funds with an indeterminate liquidation period. Prior to liquidation,
NEADS is eligible to have their investments purchased back through a limited repurchase program at a price that
may reflect a discount from the purchase price paid for the shares being repurchased. NEADS intends to hold these
investments until liquidation by the fund and does not intend to take part in the repurchase program.

The real estate investment trust is a fund which invests in multifamily communities that may be wholly owned by
the manager or held through joint venture arrangements with institutional or other real estate investors. The fair
value of the investment in this fund has been estimated using the net asset value of NEADS’ ownership interest.
The investment in this fund can be redeemed under the fund’s share redemption program which is subject to
significant conditions and limitations. NEADS does not intend to take part in this share redemption program. It is
estimated that the underlying assets of the fund will be liquidated within the next three to five years or listed on a
national securities exchange.

11 - RETIREMENT PLAN

NEADS has a 403(b) retirement plan covering substantially all employees. NEADS made matching contributions to
the plan in the amount of $5,133 and $5,224 in 2014 and 2013, respectively.

12 - LEASES

NEADS leases certain capital assets under a capital lease agreement. This lease is classified as capital lease in the
financial statements.

Property, plant, and equipment includes the following equipment acquired under capital lease agreements:

2014
Furniture and fixtures $ 15,361
Less: Accumulated depreciation 512
$ 14,849

Future minimum lease payments under this capital lease, together with the present value of future minimum lease
payments as of August 31, 2014 are as follows:

Year Ending
2015 $ 4,917
2016 5,118
2017 4,426
Total minimum lease payments 14,461
Less: Amount representing interest 861
Present value of minimum lease payments $ 13,600

NEADS also leases equipment under a long-term lease agreement classified as an operating lease for financial
statement purposes.
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NOTES TO FINANCIAL STATEMENTS
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12 - LEASES (Continued)

Future minimum lease payments as of August 31, 2014 are as follows:

Year Ending

2015 $ 16,128

2016 16,128

2017 15,228

2018 6,345

2019 -

$ 53820
13 - STATEMENT OF CASH FLOWS
Supplemental disclosures of cash flows information is as follows:
2014 2013

Cash paid during the year for interest $ 15,901 $ 17,443

Non-cash investing activities
During 2014, NEADS acquired property through a capital lease obligation in the amount of $15,361.

14 - TAX-EXEMPT STATUS

National Education for Assistance Dog Services, Inc. qualifies as a tax-exempt, nonprofit organization under
Section 501(c)(3) of the Internal Revenue Code. Accordingly, no provision for federal income tax is required.
Management annually reviews for uncertain tax positions along with any related interest and penalties and believes
that NEADS has no uncertain tax positions that would have a material adverse effect, individually or in the
aggregate upon NEADS’s statements of financial position, or the related statements of activities, or cash flows.
NEADS’s income tax returns in the U.S. federal jurisdiction. NEADS is no longer subject to U.S. federal income
tax examinations by tax authorities for years before 2011.

15 - COMMITMENTS

National Education for Assistance Dog Services, Inc. entered into a contract to construct a new client facility aimed
at providing additional client bedrooms, improving client living quarters, and adding classrooms and training areas.
The total cost of this project is estimated at $1,600,000. Expenditures of $254,679 related to this contract have been
incurred as of August 31, 2014.
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