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* Aldrich CPAs + Advisors LLP
A I d r l C h 5665 SW Meadows Road, #200

Lake Oswego, Oregon 97035

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Vancouver Humane Society & SPCA DBA Humane Society for Southwest Washington
Vancouver, WA

Opinion
We have audited the accompanying financial statements of Vancouver Humane Society & SPCA DBA Humane
Society for Southwest Washington (a nonprofit organization), which comprise the statement of financial position as

of December 31, 2021, and the related statements of activities, functional expenses, and cash flows for the year
then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Vancouver Humane Society & SPCA DBA Humane Society for Southwest Washington as of December 31, 2021,
and the changes in its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditor’'s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Vancouver Humane Society &
SPCA DBA Humane Society for Southwest Washington and to meet our other ethical responsibilities in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Vancouver Humane Society & SPCA DBA Humane
Society for Southwest Washington ability to continue as a going concern within one year after the date that the
financial statements are available to be issued.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.



INDEPENDENT AUDITOR’S REPORT, CONTINUED

In performing an audit in accordance with generally accepted auditing standards, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
Vancouver Humane Society & SPCA DBA Humane Society for Southwest Washington internal control.
Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Vancouver Humane Society & SPCA DBA Humane Society for Southwest
Washington ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit.

Aldrich CPAs + Admdsrs LLP

Lake Oswego, Oregon
December 15, 2022



VANCOUVER HUMANE SOCIETY & SPCA

DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON
Statement of Financial Position

December 31, 2021

ASSETS
Cash $ 2,410,145
Unconditional promises to give, net 445,588
Receivables from contracts with customers 129,842
Investments 3,513,417
Inventories 94,071
Other assets 7,804
Land, buildings, and equipment, net of accumulated depreciation 6,968,305

Total Assets $ 13,569,172

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable $ 101,042
Accrued expenses 274,101
Deferred rent 52,843
Total Liabilities 427,986
Net Assets:
Without donor restrictions 8,920,931
With donor restrictions:
Purpose and time restricted 2,211,635
Perpetual in nature 2,008,620
Total with donor restrictions 4,220,255
Total Net Assets 13,141,186
Total Liabilities and Net Assets $ 13,569,172

See accompanying notes to financial statements. 3



VANCOUVER HUMANE SOCIETY & SPCA

DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Statement of Activities
Year Ended December 31, 2021

Support and Revenue:
Adoption services
Contract services
Contributions and grants

Forgiveness of Paycheck Protection Program loans

In-kind contributions

Net investment income

Other income

Other service fees

Retail sales

Net assets released from purpose restriction
Net assets released from time restrictions

Total Support and Revenue

Expenses:
Program:
Adoption
Animal Care Shelter
Clinic
Other
Total Program

Supporting services:
Fundraising
Management and general

Total Expenses

Other Organizational Activities:
Thrift store sales
Thrift store expenses
Special event revenue
Special event expenses

Total Other Organizational Activities
Change in Net Assets
Net Assets, beginning of year

Net Assets, ending of year

See accompanying notes to financial statements.

Without Donor With Donor
Restrictions Restrictions Total
540,636 -3 540,636
909,920 - 909,920
2,041,964 986,495 3,028,459
1,449,210 - 1,449,210
14,289 - 14,289
(244,127) 177,161 (66,966)
5,313 - 5,313
171,004 - 171,004
38,937 - 38,937
174,469 (174,469) -
17,845 (17,845) -
5,119,460 971,342 6,090,802
499,597 - 499,597
1,716,855 - 1,716,855
966,526 - 966,526
78,751 - 78,751
3,261,729 - 3,261,729
709,605 - 709,605
590,906 - 590,906
4,562,240 - 4,562,240
1,463,006 - 1,463,006
(1,225,741) - (1,225,741)
497,433 - 497,433
(230,929) - (230,929)
503,769 - 503,769
1,060,989 971,342 2,032,331
7,859,942 3,248,913 11,108,855
8,920,931 4,220,255 $ 13,141,186

4



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Statement of Functional Expenses

Year Ended December 31, 2021

Advertising $

Animal care

Depreciation

Dues and subscriptions

Education and volunteer programs
Employee compensation
Employee taxes and benefits
Facility, auto and maintenance
Fundraising

Interest

Meeting, travel and employee education
Occupancy

Office expense

Professional fees

Resale supplies

Taxes and fees

Total Operating Expenses

Special event expenses

Total Functional Expenses $

Program Supporting Services
Animal Care Total Management

Adoption Shelter Clinic Other Program Fundraising and General Thrift Store Total
55 § 509 $ 429 $ 60 $ 1,053 $ 13,594 7,378 § 44,485 $ 66,510
26,242 136,250 130,538 8,340 301,370 1,278 1,735 - 304,383
- 209,880 - - 209,880 - - 3,603 213,483
896 3,298 3,792 84 8,070 1,860 2,972 785 13,687
- - - 4,235 4,235 - - - 4,235
332,069 927,737 591,163 47,323 1,898,292 334,618 362,670 515,709 3,111,289
80,382 194,240 126,083 6,202 406,907 65,733 91,440 107,221 671,301
33,554 116,465 63,844 5117 218,980 23,754 21,583 78,022 342,339
- 14,289 - - 14,289 2,482 - - 16,771
- - - - - - 6,244 - 6,244
13 3,536 136 1,636 5,321 1,094 13,191 303 19,909
- - - - - - - 407,534 407,534
8,586 26,419 16,201 4,551 55,757 39,664 13,263 12,381 121,065
11,235 49,590 33,171 1,203 95,199 192,359 38,817 9,731 336,106
- - - - - - 21,989 11,256 33,245
6,565 34,642 1,169 - 42,376 33,169 9,624 34,711 119,880
499,597 1,716,855 966,526 78,751 3,261,729 709,605 590,906 1,225,741 5,787,981
- - - - - 230,929 - - 230,929
499,597 $§ 1,716,855 $ 966,526 $ 78,751 $ 3,261,729 § 940,534 590,906 $ 1,225,741 $ 6,018,910

See accompanying notes to financial statements.



VANCOUVER HUMANE SOCIETY & SPCA

DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Statement of Cash Flows
Year Ended December 31, 2021

Cash Flows from Operating Activities:
Change in net assets

Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Contributions restricted to endowment
Paycheck Protection Program loan forgiveness
Depreciation
Unrealized loss on investments
Change in beneficial interest in assets held at

Community Foundation for Southwest Washington

Changes in assets and liabilities:
Unconditional promises to give, net
Receivables from contracts with customers
Inventories
Other assets
Accounts payable
Accrued expense
Deferred rent

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Purchase of buildings and equipment
Proceeds from sale of investments
Purchase of investments

Net Cash Used by Investing Activities

Cash Flows from Financing Activities:

Contributions restricted to endowment
Proceeds from Paycheck Protection Program loan

Cash Flows Provided by Financing Activities
Net Change in Cash
Cash, beginning

Cash, ending

See accompanying notes to financial statements.

$

2,032,331

(752,500)

(1,449,210)
213,483
238,191

(77,308)

77,019
(74,507)
6,399
24,805
(28,213)
40,059
4,703

255,252

(90,352)
1,324,018

(3,401,979)

(2,168,313)

752,500

766,510

1,519,010

(394,051)

2,804,196

2,410,145



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 1 - Organization

Nature of Organization

Vancouver Humane Society & SPCA DBA Humane Society for Southwest Washington (the Organization) is a
nonprofit organization founded in 1897 and incorporated in 1965. The Organization enriches the lives of people,
pets and our community through adoption and outreach, and serves as a resource for animal services and
education.

Program Services
The Organization provides program services in the following major areas:

Adoption — The Organization provides quality adoption services to the Southwest Washington community.
Adopters are screened to ensure that they will provide good care to the animal being adopted. The
Organization has a pet-matching program which works to match pets with potential adopters. All animals
adopted from the Organization are vaccinated against disease, treated for parasites, licensed or issued an
identification tag, and given a certificate for free health exam with the veterinarian of the adopter’s choice. All
animals are either spayed or neutered prior to adoption. In addition, the Organization offers training and
animal behavior information with each adoption.

Animal Care Shelter — The Organization offers shelter to unwanted, abandoned, lost and homeless animals
from Clark and Skamania counties as well as other animals in need that are brought to the Organization. The
Organization provides food, water, medication, shelter and, if needed, humane euthanasia.

Clinic — The Organization’s veterinary clinic provides vital care to shelter animals including spay and neuter
surgeries and minor and major medical services. The clinic is staffed by professional veterinarians,
technicians, and assistants and is equipped to facilitate surgeries, x-rays, and dental procedures.

Other — The Organization provides free and low-cost services to low-income pet owners in our community.
These include Wellness Clinics for the pets of the houseless, free pet food, funding for emergency medical
care, temporary emergency boarding, and vaccination clinics. The Organization also offers education
information to potential adopters and other animal owners in the community and provides opportunities for
community members to participate in a variety of volunteer activities. The Organization provides education
information programs via presentations for children, schools, civic groups, and other interested parties as well
as periodic newsletters. Volunteers assist by helping with adoptions, filing, answering telephones, walking
dogs, feeding animals in the shelter, staffing the Organization’s thrift store, socializing with and grooming
animals, promoting and staffing special events, and providing foster care for shelter animals.

Note 2 - Summary of Significant Accounting Policies

Financial Statement Presentation

The financial statements of the Organization have been prepared in accordance with accounting principles generally
accepted in the United States of America (U.S. GAAP), which require the Organization to report information
regarding its financial position and activities according to the following net asset classifications:

Net assets without donor restrictions — Net assets that are not subject to donor-imposed restrictions and may
be expended for any purpose in performing the primary objectives of the Organization. These net assets may
be used at the discretion of the Organization's management and the Board of Directors.

Net assets with donor restrictions — Net assets subject to stipulations imposed by donors and grantors. Some
donor restrictions are temporary in nature; those restrictions will be met by actions of the Organization or by
the passage of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated the
funds be maintained in perpetuity.



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 2 - Summary of Significant Accounting Policies, continued

Financial Statement Presentation, continued

Donor restricted contributions are reported as increases in net assets with donor restrictions. When a restriction
expires, net assets are reclassified from net assets with donor restrictions to net assets without donor restrictions
in the statement of activities.

Use of Estimates

The preparation of financial statements, in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect certain reported amounts and disclosures. Actual results could differ from those
estimates.

Fair Value of Financial Instruments

The Organization’s financial instruments, none of which are held for trading purposes, include cash, receivables,
and accounts payable. The Organization estimates that the fair value of all of these non-derivative financial
instruments at December 31, 2021 does not differ materially from the aggregate carrying values of its financial
instruments recorded in the accompanying statement of financial position.

Cash

The Organization maintains its cash in bank deposit accounts that are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000 per depositor. Although balances may, at times, exceed this limit, the
Organization has not experienced any losses in such accounts, and believes it is not exposed to any significant risk
on cash.

Unconditional Promises to Give

When a donor has unconditionally promised to contribute funds to the Organization in future periods, the
Organization recognizes an unconditional promise to give. Promises to give expected to be collected within one
year are recorded as support and a receivable at net realizable value. Promises to give expected to be collected in
future years are recorded as support and a receivable at the present value of expected future cash flows. Discounts
on those amounts are computed using interest rates applicable to the years in which the promises are received.
Amortization of discounts is included in contribution revenue.

An allowance for uncollectible promises to give, if any, is provided based upon management’s judgment, including
such factors as prior collection history, type of contribution and nature of fundraising activity.

Receivables from Contracts with Customers

The Organization has accounts receivable related to contract agreements. Accounts receivable are recorded at
estimated net realizable value. Receivables are written off when management determines an account is
uncollectible. Past due status is determined on how recently payments have been received. No allowance for
doubtful accounts is deemed necessary at December 31, 2021 because management believes all amounts are
collectible.

Investments

Realized and unrealized gains and losses are included in the change in net assets in the statement of activities.
Investment income and gains restricted by a donor are reported as increases in net assets without donor restriction
if the restrictions are met (either by passage of time or by use) in the reporting period in which the income and gains
are recognized.

Inventories

Inventories consist of items held for sale in retail operations as well as in the thrift store. The thrift store inventory
consists primarily of items that have been donated by individuals in the community. Most of the donations are used
items and the value of inventory was based on average sale prices for the past year by category and the estimated
number of items on hand at year end based on an analysis of the square footage of the thrift store. Any purchased
inventory is recorded at cost and on the first-in, first-out method.



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 2 - Summary of Significant Accounting Policies, continued

Land, Buildings, and Equipment

Purchased property is stated at cost; donated assets are valued at their estimated fair value on the date donated.
Gifts of property with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire property and equipment are reported as an increase to net assets with donor
restrictions. Absent explicit donor stipulations about how those assets must be maintained, the Organization reports
expirations of donor restrictions when the donated or acquired assets are placed in service.

Repairs and maintenance costs are expensed as incurred. Expenditures that significantly increase asset values or
extend useful lives are capitalized. Acquisitions of property in excess of $500 that meet the capitalization
requirements are capitalized. Upon retirement, sale, or other disposition of property, the cost and accumulated
depreciation are eliminated from the accounts and gains, or losses are included on the statement of activities.
Depreciation of capitalized assets is calculated using the straight-line method over estimated useful lives of 5 to 50
years.

Deferred Rent

Rent expense is being recognized on a straight-line basis over the life of the lease. The difference between rent
expense recognized and rental payments, as stipulated in the lease, is reflected as deferred rent in the statement
of financial position.

Revenue Recognition

Contracts with Customers

The Organization recognizes revenues from contracts with customers in a manner that depicts the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the Organization
expects to be entitled in exchange for those goods or services. Refer to Note 3 for further details.

Contributions and Grants

Contributions and grants are recorded as revenue when they are considered to be either unconditional, or, if
considered to be conditional, once the conditions are met. In order for a contribution or grant to be conditional, it
must have both a barrier and a right of return/release. All contributions and grants are considered to be available
for the Organization’s unrestricted use unless specifically restricted by the donor. Contributions and grants restricted
by the donor are recorded as net assets with donor restrictions, as appropriate. When the restrictions are satisfied
(that is, when a stipulated time restriction ends or purpose restriction is accomplished), net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the statement of activities as net
assets released from restrictions.

Donated Goods and Services

Donations of property and equipment are recorded as contributions at their estimated fair value at the date of the
donation. Such donations are reported as unrestricted contributions unless the donor has restricted the donated
asset to a specific purpose. Assets donated with explicit restrictions regarding their use are recorded as net assets
with donor restrictions. Absent donor stipulations regarding how long these donated assets must be maintained,
the Organization considers the restriction to be satisfied when the donated assets are placed in service. At that
time, or when a stipulated time restriction ends, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statement of activities as net assets released from restrictions.

The Organization utilizes the services of many volunteers throughout the year. This contribution of services by the
volunteers is not recognized in the financial statements unless the services received (a) create or enhance
nonfinancial assets or (b) require specialized skills which are provided by individuals possessing those skills and
would typically need to be purchased if not provided by donation.



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 2 - Summary of Significant Accounting Policies, continued

Functional Expense Allocations

The costs of providing program and other activities have been summarized on a functional basis in the statement
of functional expenses. Accordingly, certain costs have been allocated among animal services and supporting
services benefited. Such allocations are determined by management on an equitable basis.

The expenses that are allocated include the following:

Expense Method of Allocation
Employee compensation Time and effort
Occupancy Square footage
Depreciation Square footage
Other Headcount

Other expenses are broken out by accounts and can be directly charged to the appropriate function based on actual
expenses.

Income Taxes

The Organization is a qualified nonprofit organization that is exempt from federal and state income taxes under
Section 501(c)(3) of the Internal Revenue Code (IRC) and Section. However, the Organization remains subject to
taxes on any net income which is derived from a trade or business regularly carried on and unrelated to its exempt
purpose. The Organization has no significant unrelated business income subject to taxation. Consequently, there
is no provision for income taxes.

The Organization follows U.S. GAAP related to the recognition of uncertain tax positions. The Organization
recognizes a liability for unrecognized tax benefits when facts and circumstances indicate that an uncertain tax
position is more likely than not to be overturned by a taxing authority upon examination. The Organization
recognizes accrued interest and penalties associated with uncertain tax positions, if any, as part of the income tax
provision. There were no unrecognized income tax benefits, nor any interest and penalties associated with
unrecognized tax benefits, accrued or expensed as of and for the year ended December 31, 2021.

Advertising
The Organization expenses the cost of advertising as incurred. For the year ended December 31, 2021, advertising
expenses were $66,510.

Subsequent Events
The Organization has evaluated subsequent events through December 15, 2022, which is the date on which the
financial statements were available to be issued.

Note 3 - Revenue Recognition from Contracts with Customers

Overview

The Organization earns revenue from contracts with customers primarily through the provision of services through
its programs and activities and through sales of products. Revenues are accounted for under Topic 606 which the
Organization adopted on January 1, 2020. The Organization recognizes revenue from contracts with customers
when its performance obligations are satisfied, regardless of the period in which it is billed. This is typically the point
in time in which the customer partakes of the service, or the goods are transferred.

Disaggregated Revenue
Disaggregated revenues from contracts with customers are presented on the face of the statement of activities and
include adoption services, contract services, retail sales, thrift store sales, and other services fees.

10



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 3 - Revenue Recognition from Contracts with Customers, continued

Performance Obligations

Sales contain a single delivery element and revenue is recognized at a single point in time when ownership, risks,
and rewards transfer.

Adoption Services, Other Service Fees, and Retail Sales

Revenues for adoption services, other service fees, and retail sales occur entirely through retail point of sale
transactions or the provision of services on a single day. Revenues from such transactions are recorded at a single
point in time in which the customer partakes of the service or the goods are transferred. Customer discounts are
offered for these transactions and while are considered variable consideration, are recorded at the point in time of
the sale. These revenues are reported in the statement of activities net of discounts of $34,106.

Contract Services

The Organization has service contracts with several entities to provide animal shelter services. The contracts extend
for multiple years but have predetermined service fees that are based on the volume of services provided rather
than a single contract price. Revenues are recognized over time for which the services have been performed.

Thrift Store Sales

Revenues for thrift store sales occur entirely through retail point of sale transactions transferred at a point in time
which result in concurrent revenue and cash flows. As thrift store sales are an auxiliary activity to support program
operations rather than a distinct program activity, revenues are presented as other revenue generating activities
separately on the statement of activities. Customer discounts are offered for these transactions and while are
considered variable consideration, are recorded at the point in time of the sale. These revenues are reported in the
statement of activities net of discounts of $156,854.

Contract Balances

The timing of revenue recognition, billings, and cash collections results in billed accounts receivable and customer
advances and deposits (contract liabilities) on the statement of financial position. Payments for program fees are
typically received prior to or at the time the good or service is transferred but payment terms may be extended for
some customers. The timing of revenue recognition, billings, and cash collections results in billed accounts
receivable on the statement of financial position. Accounts receivable represent unconditional rights to
consideration from customers and require only the passage of time before payment of the consideration is due. All
fees received for which the performance obligation has not yet been met are shown as contract liabilities on the
statement of financial position until the obligation has been met. These deposits are liquidated when revenue is
recognized.

Receivables from contracts with customers were $55,335 as of December 31, 2020. There were no other contract
assets or contract liabilities as of December 31, 2020 or December 31, 2021.

11



VANCOUVER HUMANE SOCIETY & SPCA

DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON
Notes to Financial Statements

Year Ended December 31, 2021

Note 4 - Availability and Liquidity

The following represents the Organization’s financial assets at December 31, 2021:

Financial assets at year end:

Cash $ 2,410,145
Unconditional promises to give 445,588
Receivables from contracts with customers 129,842
Investments 3,513,417
Total financial assets 6,498,992

Less amounts unavailable to be used for general expenditures within one year:
Restricted by donor with time or purpose restrictions (2,211,635)
Donor restricted funds held in perpetuity (2,008,620)
Total amounts unavailable to be used for general expenditures within one year (4,220,255)
Financial assets available to meet cash needs for general expenditures within one year $ 2,278,737

The Organization receives significant contributions and promises to give from its donors. Contributions restricted
for programs which are ongoing, major, and central to its operations are considered to be available to meet cash
needs for general expenditures.

The Organization manages its liquidity and reserves following three guiding principles: operating within a prudent
range of financial soundness and stability, maintaining adequate liquid assets to fund near-term operating needs,
and maintaining sufficient reserves to provide reasonable assurance that long-term obligations will be discharged.
The Organization has a board approved liquidity policy to maintain a reserve of available operating current financial
assets of $1 million, or approximately 60 days of operating expenses, at all times. To achieve these targets, the
entity forecasts its future cash flows and continually monitors its liquidity and reserves. During the year ended
December 31, 2021, the level of liquidity and reserves was managed within the policy requirements.

Note 5 - Unconditional Promises to Give

Unconditional promises to give consisted of the following:

Due within one year $ 292,189
Due in one to five years 171,500
Due in more than five years 500
464,189

Less:
Allowance for doubtful accounts (9,398)
Discount to present value (at a rate of 2.50%) (9,203)
$ 445,588

12



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 6 - Investments and Fair Value Measurements

Fair Value Measurements

Fair value accounting standards define fair value, establish a framework for measuring fair value, outline a fair value
hierarchy based on inputs used to measure fair value and enhance disclosure requirements for fair value
measurements. The fair value hierarchy distinguishes between market participant assumptions based on market
data obtained from sources independent of the reporting entity (observable inputs that are classified within Level 1
or 2 of the hierarchy) and the reporting entity’s own assumptions about market participant assumptions
(unobservable inputs classified within Level 3 of the hierarchy).

Level 1 inputs are quoted prices in active markets for identical investments that the investment manager has
the ability to access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
investment, either directly or indirectly.

Level 3 inputs are unobservable inputs for the investment.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level of input that is
significant to the fair value measurement.

The 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 December 31, 2021.

Money market funds: Valued at deposited amount plus accrued interest, which approximates fair value
(Level 1).

Common stock, mutual funds, and exchange traded funds: Valued at the closing price reported on the active
markets on which the individual securities are traded, which approximates fair value (Level 1).

The following table sets forth by level, within the fair value hierarchy, the Organization’s financial instruments at fair
value as of December 31, 2021:

Level 1 Lewel 2 Level 3 Total

Money Market $ 286,407 $ -5 -3 286,407
Common Stock:

Small Cap - Domestic 353,082 - - 353,082
Mutual Funds

Bond 1,246,385 - - 1,246,385

Equity 1,556,425 - - 1,556,425
Exchange Traded Funds

Small Cap - Domestic 19,953 - - 19,953

Large Cap - Domestic 51,165 - - 51,165

$ 3,613,417 $ - % -9 3,513,417

13



VANCOUVER HUMANE SOCIETY & SPCA
DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON

Notes to Financial Statements
Year Ended December 31, 2021

Note 7 - Land, Buildings, and Equipment

At December 31, 2021, land, buildings, and equipment consisted of the following:

Land

Buildings and related improvements
Furniture and equipment

Vehicles

Less accumulated depreciation

Depreciation expense was $213,483 for the year ended December 31, 2021.

Note 8 - Paycheck Protection Program Loan

717,765
7,860,816
698,106
87,729

9,364,416

(2,396,111)

6,968,305

In response to the significant and ongoing uncertainty around the severity and duration of the novel coronavirus
(COVID-19) pandemic (see Note 14), the Organization applied for forgivable loans under the Small Business
Administration (SBA) Paycheck Protection Program (PPP). The PPP, established as part of the Coronavirus Aid,
Relief and Economic Security Act (CARES Act), provides for loans to qualifying businesses for amounts up to 2.5
times of the average monthly payroll expenses of the qualifying business. The Organization received $682,700 and
$755,640 under the PPP in April 2020 and February 2021, respectively. The Organization received forgiveness of

the entire loan amounts and related accrued interest in April 2021 and September 2021.

Note 9 - Net Assets with Donor Restrictions

At December 31, 2021, net assets with donor restrictions were as follows:

Purpose Restrictions:
Animal care
Capital improvements
Endowment earnings
Other

Time Restricted for Future Periods:
Promises to give

Endowments:

Subject to appropriation and expenditure when a specified event occurs:

General use
Building
Clinic

Total Assets with Donor Restrictions

$

193,555
1,708,518
247,651
52,222

2,201,946

9,689

1,398,470
360,150

250,000

2,008,620

4,220,255
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DBA HUMANE SOCIETY FOR SOUTHWEST WASHINGTON
Notes to Financial Statements

Year Ended December 31, 2021

Note 9 - Net Assets with Donor Restrictions, continued

During the year ended December 31, 2021, net assets were released from donor restrictions by incurring expenses
satisfying the restricted purpose or by occurrence of the passage of time or other events specified by the donors as
follows:

Satisfaction of purpose restrictions:

Animal care $ 132,283
Capital improvements 23,524
Other 18,662
174,469

Satisfaction of time restrictions 17,845
Total assets released from restriction $ 192,314

Note 10 - Endowment

The Board of the Organization has interpreted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the donor-restricted
endowment funds while supporting the operations of the Organization through a set spending rate. As a result of
this interpretation, the Organization retains in perpetuity (a) the original value of gifts donated to the endowment,
(b) the original value of subsequent gifts to the endowment, and (c) accumulation to the 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 retained in perpetuity is subject to
appropriation for expenditure by the Organization in a manner consistent with the standard of prudence prescribed
by UPMIFA.

In accordance with UPMIFA, the Organization considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:

1) The duration and preservation of the fund

2) The purposes of the Organization and the donor-restricted endowment fund
3) General economic conditions

4) The possible effect of inflation and deflation

5) The expected total return from income and the appreciation of investments
6) Other resources of the Organization

7) The investment policies of the Organization

Investment and Spending Policies

The Organization’s endowment funds investment strategy is to emphasize long-term growth as measured by total
return, while avoiding excessive risk. The primary investment objective is to achieve a balance return of income
consistent with principal growth and to achieve a rate of return, net of fees, to exceed a return of relevant indices
or other benchmarks as determined by the Organization’s Investment Committee. Amounts distributed from the
endowment are determined by the Foundation agreement and the Foundation’s Board of Directors.
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Note 10 - Endowment, continued

Investment and Spending Policies, continued

The Organization’s endowment investment policy is based on fundamental financial principles that include prudent
asset allocation, risk assessment and long-term planning. The investment policy emphasizes total return, which
allows the funds to utilize current dividend and interest income, and over time, a portion of the aggregate capital
appreciation, in an attempt to provide a predictable stream of funding for grant making while seeking to maintain
the purchasing power of the endowment assets.

Within that framework, the investment policy establishes an achievable return objective through diversification of
asset classes. The current long-term objective is to produce a minimum annual return adequate to cover the yearly
spending rate, management fees and annual inflation. Actual returns in any given year may vary from this amount.

The endowment funds consisted of the following as of December 31, 2021:

With Donor
Restriction
Donor restricted funds:
Original donor-restricted gift amount required to be
maintained in perpetuity by donor $ 2,008,620
Accumulated investment gains 247,651
§__ 2256271
The changes in endowment net assets for the year ended December 31, 2021 are as follows:
With Donor
Restriction
Endowment net assets December 31, 2020 $ 1,326,610
Contributions 752,500
Investment income, net 177,161
Endowment net assets December 31, 2021 $ 2,256,271

Note 11 - Concentration of Credit Risk

For the year ended December 31, 2021, 71% of unconditional promises to give were from two donors and 36% of
contributions were from two donors.

The Organization invests in various types of marketable securities and money market funds. The Organization has
established guidelines relative to diversification and maturities that target certain safety and liquidity risk levels.
These guidelines are periodically reviewed and modified. The Organization also invests in various investment
securities. Investment securities in general are subject to various risks, such as interest rate, credit and overall
market volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that
the changes in the value of investment securities will occur in the near term and that such change could materially
affect the amounts reported in the financial statements.
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Note 12 - Operating Leases

The Organization leases space for the thrift store and a copier under non-cancellable operating leases expiring
June 2025 and September 2026, respectively, as well as month-to-month lease agreements for small equipment.
Total rental expense under these leases was $407,534 for the year ended December 31, 2021 and is reported in
occupancy expense in the statement of functional expenses.

Future minimum lease payments under this non-cancellable agreement are as follows:

Years Ending December 31,

2022 $ 280,134
2023 288,413
2024 296,940
2025 151,999
2026 3,490

$ 1,020,976

Note 13 - Retirement Plan

The Organization has a 401(k) retirement plan. Participating employees may elect to contribute, on a tax-deferred
basis, a portion of their compensation. Employees are automatically enrolled in the plan contributing 3% of their
compensation on the first day of the month after they are hired but may instead elect to contribute a different percent
of their compensation (including opting out by electing to contribute 0% of their compensation). The Organization
contributes a match of 50% of the first 6% contributed by the employee. The Organization’s contribution expense
was $52,590 for the year ended December 31, 2021.

Note 14 - Contingency

Coronavirus

The World Health Organization declared the outbreak of the coronavirus (COVID-19) as a global pandemic and
recommended containment and mitigation measures worldwide. The COVID-19 outbreak in the United States of
America (U.S.) has caused business disruption through mandated and voluntary closings of businesses and shelter-
in-place orders, including Washington, where the Organization is headquartered. In response, the U.S. Government
enacted the CARES Act which includes significant provisions to provide relief and assistance to affected
organizations. While the disruption is currently expected to be temporary, there is considerable uncertainty around
the duration of business closures, shelter-in-place orders, and the ultimate impact of the CARES Act and other
governmental initiatives. It is a least reasonably possible that this matter will negatively impact the Organization.
However, given the uncertainty about the situation, an estimate of the future impact on the Organization’s financial
position, if any, cannot be made at this time.

Note 15 - Subsequent Event

The stock market experienced volatility subsequent to December 31, 2021, which caused the investments held by
the Organization to decline approximately 7% as of the most recent available statements, November 30, 2022. This
decline in the value of the investments also resulted in the fair value of assets associated with two individual donor-
restricted endowment funds to fall below the level that the donor or UPMIFA requires the Organization to retain as
a fund of perpetual donation. As of November 30, 2022, the total fair value of these assets was approximately
$117,000 below the required level. The duration and impact of market volatility is unknown past the date of these
statements at the date of issuance.
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Note 16 - Future Accounting Standards

In February 2016, the FASB issued ASU No. 2016-02, Leases. The primary change in U.S. GAAP addressed by
ASU 2016-02 is the requirement for a lessee to recognize on the statement of financial position a liability to make
lease payments (“lease liability”) and a right-of-use asset representing its right to use the underlying asset for the
lease term. ASU 2016-02 also requires qualitative and quantitative disclosures to enable users of the financial
statements to assess the amount, timing, and uncertainty of cash flows arising from leases. ASU 2016-02 is effective
for fiscal years beginning after December 15, 2021. Lessees must apply a modified retrospective transition
approach for leases existing at, or entered into after, the beginning of the earliest comparative period presented in
the financial statements. The Organization is evaluating the effect that the provisions of ASU 2016-02 will have on
its financial statements and related disclosures.

In September 2020, the FASB issued ASU No. 2020-07, Presentation and Disclosures by Not-for-Profit Entities for
Contributed Nonfinancial Assets. The primary change in U.S. GAAP addressed by ASU 2020-07 is the requirement
for contributed nonfinancial assets to be presented on their own line within the statement of activities and additional
disclosures to be added to the notes to the financial statements. These disclosures include a disaggregation of the
amount of contributed nonfinancial assets by type and qualitative information about any donor-imposed restrictions
on, any uses of, and the valuation techniques utilized when determining the fair value of contributed nonfinancial
assets. ASU 2020-07 is effective for fiscal years beginning after June 15, 2021. Entities must apply a retrospective
transition approach for the earliest comparative period presented in the financial statements. The Organization is
evaluating the effect that the provision of ASU 2020-07 will have on its financial statements and related disclosures.
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