
   
   
  

 
 
 
 
 
 

 

 

 

 

   
  

 
 

 

 

Berkeley- 
East Bay 

Humane Society 
 
 

 

   
  

 
 

   
   

 Financial Statements  
  

 
 

   
   
   
 For the Year Ended 

December 31, 2022 
 

 With Independent Auditors’ Report Thereon  
   
  

 
 

 

   
   
   
   

   



 

  BERKELEY-EAST BAY HUMANE SOCIETY 

 
(A California Not-for-Profit Corporation) 

 
 

   
REGALIA & ASSOCIATES 
CERTIFIED PUBLIC ACCOUNTANTS 

Mission, Vision, and Values Statements 

 
 

Programs 
Berkeley-East Bay Humane Society provides the following programs. 
 

Adoption Center 
The primary purpose of Berkeley-East Bay Humane Society is to place 100% of healthy and treatable animals in 
loving homes and to offer programs that enrich animals’ lives and make them more adoptable. 
 

Veterinary Hospital 
The on-site veterinary hospital provides animals with continuous medical oversight and care during their stay with us. 
Berkeley Humane runs the only veterinary hospital in the East Bay dedicated to exclusively serving shelter animals, 
and can treat conditions that fall well outside the range of what most shelters can care for, including a variety of 
medical procedures from eye surgeries to hip surgeries. 
 

PAWS Safety Net Services 
PAWS Safety Net Services provide resources that prevent animals from entering the public shelter system whenever 
possible. Safety net services include: 
 

 Behavior Advice Line and Training Classes: The Organization offers affordable dog training classes (from Puppy 
Kindergarten through Advanced Obedience) using gentle, positively reinforced training methods and a behavior 
advice line that provides expert advice on managing a range of behavioral issues. 

 Subsidized Veterinary Care and Pet Food Pantry: The Subsidized Veterinary Care and Pet Food Pantry program 
supports individuals and families who are low-income. The Pet Food Pantry provides the resource boost needed 
to keep animals out of the shelters and in their homes. With dedicated grant funding, the Organization is also able 
to offer free or subsidized veterinary care to low-income pet guardians. 

 Low-Cost Spay/Neuter and Vaccine Services: In the fall of 2016, the Organization launched Spay the Bay, a low-
cost spay/neuter and vaccine clinic to help assist seniors, students, and other low-income and vulnerable 
populations in Berkeley and the surrounding region by offering spay/neuter and vaccination services on a sliding 
scale. 

 
Board of Directors and Management Team 

Name Position Name Position 
Dan Lang President Trisha Colton Member 
Dr. Alan Shriro Vice President Heidi Hill Member 
Debra Crow Treasurer Shawna Kovacs Member 
Mike Laughlin Prior Treasurer Rachel Nevers Member 
Romy Harness Secretary Mareijke Weidemann Member 
Jason Abrams Member Elizabeth Zaborowska Member 
  

Jeffrey Zerwekh Executive Director Ellen Monroe Director of Finance & HR 
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INDEPENDENT AUDITORS’ REPORT 

The Board of Directors 
Berkeley-East Bay Humane Society 

Opinion 
We have audited the accompanying financial statements of Berkeley-East Bay Humane Society (a 
California nonprofit organization) which comprise of the statements of financial position as of 
December 31, 2022 and the related statements of activities and changes in net assets, cash flows, 
and functional expenses for the year then ended, and the related notes to the financial statements. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of Berkeley-East Bay Humane Society as of December 31, 2022, and the changes 
in its net assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America (GAAS). Our responsibilities under those standards are further described in the 
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are 
required to be independent of Berkeley-East Bay Humane Society 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 Berkeley-East Bay Humane 
Society's ability to continue as a going concern for one year after the date that the financial statements 
are available to be issued December 13, 2022. 
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INDEPENDENT AUDITORS’ REPORT (continued) 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 GAAS 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. 

In performing an audit in accordance with GAAS, 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 Berkeley-East Bay Humane Society’s 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 Berkeley-East Bay Humane Society’s 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. 

Report on Summarized Comparative Information 
The financial statements of Berkeley-East Bay Humane Society as of December 31, 2021 were audited 
by another auditor whose report dated June 28, 2022 expressed an unmodified opinion on those 
statements.  The summarized comparative information presented herein as of and for the year ended 
December 31, 2021 is consistent, in all material respects, with the audited financial statements from 
which it has been derived. 

Danville, California 
June 12, 2023
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2022 2021

Cash and cash equivalents 470,874$      207,589$      

Investments 2,570,696     2,357,898     

Accounts receivable -                   2,004            

Grants and pledges receivable -                   515,000        

Prepaid expenses and other current assets 44,867          52,573          

Total current assets 3,086,437     3,135,064     

Noncurrent Assets:

Property and equipment, net 853,725        848,479        

Right of use - premises 132,779        -                   

Investments 4,369,291     3,270,088     

Beneficial interest in trust 51,369          52,922          

Deposits and other noncurrent assets 6,000            6,000            

Total noncurrent assets 5,413,164     4,177,489     

Total assets 8,499,601$   7,312,553$   

Current Liabilities:

Accounts payable and accrued liabilities 44,804$        31,870$        

Payroll liabilities 186,209        172,252        

Lease liability - current portion 135,952        -                   

Note payable to SBA (EIDL) 4,305            4,090            

Total current liabilities 371,270        208,212        

Noncurrent Liabilities:

Note payable to SBA (EIDL) 120,629        140,923        

Lease liability - noncurrent portion 5,296            -                   

Total liabilities 497,195        349,135        

Net Assets:

Without donor restrictions:

Undesignated - operating activities 3,133,324     3,102,916     

Board designated - rebuilding activities 899,666        899,666        

Total net assets without donor restrictions 4,032,990     4,002,582     

With donor restrictions - time or purpose 3,969,416     2,960,836     

Total net assets 8,002,406     6,963,418     

Total liabilities and net assets 8,499,601$   7,312,553$   

Assets

Liabilities and Net Assets

Statements of Financial Position
December 31, 2022 and 2021

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

BERKELEY-EAST BAY HUMANE SOCIETY 
 

 

See accompanying Independent Auditors’ Report and notes to financial statements     Page 3 
REGALIA & ASSOCIATES 
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Changes in net assets:
Without  Donor 

Restrictions
With  Donor 
Restrictions 2022 2021

Contributed income:
Individuals 1,414,355$   988,028$      2,402,383$   2,719,640$   
Bequests 817,936        -                   817,936        311,565        
Foundations 33,000          215,010        248,010        60,010          
Corporate 108,867        -                   108,867        95,486          
Government grants -                   -                   -                   354,185        
Contributions of nonfinancial assets 758,850        -                   758,850        660,945        
Special events gross revenue 361,871        -                   361,871        349,716        
Less: cost of direct benefits to donors (67,441)        -                   (67,441)        (39,506)        
Total contributed income 3,427,438     1,203,038     4,630,476     4,512,041     

Earned revenue:
Adoptions, net of discounts and refunds 132,175        -                   132,175        127,240        
Hospital services 133,097        -                   133,097        193,829        
Training 110,659        -                   110,659        62,908          
Product sales and other earned income 15,174          -                   15,174          11,392          
Investment income 155,989        -                   155,989        69,627          
Realized investment gains (losses) (254,743)      -                   (254,743)      6,563            
Unrealized investment losses (347,761)      -                   (347,761)      (54,546)        
Change in beneficial interest in trusts -                   (1,553)          (1,553)          (101)             
Total earned revenue (55,410)        (1,553)          (56,963)        416,912        

Net assets released from restrictions: 192,905        (192,905)      -                   -                   
Total revenue and support 3,564,933     1,008,580     4,573,513     4,928,953     

Expenses:
Programs 3,114,177     -                   3,114,177     2,600,118     
General and administrative 157,411        -                   157,411        149,855        
Fundraising 262,937        -                   262,937        290,708        
Total expenses 3,534,525     -                   3,534,525     3,040,681     

Increase in net assets 30,408          1,008,580     1,038,988     1,888,272     
Net assets at beginning of year 4,002,582     2,960,836     6,963,418     5,075,146     
Net assets at end of year 4,032,990$   3,969,416$   8,002,406$   6,963,418$   

Net Assets Totals

Statement of Activities and Changes in Net Assets
For the Year Ended December 31, 2022

2022

(with Summarized Financial Information for the Year Ended December 31, 2021)
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2022 2021

Cash flows from operating activities:

Increase in net assets 1,038,988$   1,888,272$   

Adjustments to reconcile change in net assets to net

cash provided by (used for) operating activities:

Depreciation 70,664          71,466          

Net losses (gains) from investment activity 446,515        (21,644)        

Change in beneficial interest in trusts 1,553            101               

Changes in:

Accounts receivable 2,004            (1,748)          

Grants, pledges, and other receivables 515,000        (15,000)        

Prepaid expenses and other current assets 7,706            (1,462)          

Accounts payable and accrued liabilities 12,934          33,525          

Payroll liabilities 13,957          19,473          

Refundable advances -                   (354,185)      

Net cash provided by operating activities 2,109,321     1,618,798     

Cash flows from investing activities:

Acquisition of investments (2,004,194)   (3,184,228)   

Proceeds from investments 245,678        1,354,961     

Creation of right of use - premises (132,779)      -                   

Acquisition of property and equipment (75,910)        (55,503)        

Net cash used for investing activities (1,967,205)   (1,884,770)   

Cash flows from financing activities:

Creation of lease liability for right of use - premises 141,248        -                   

Principal payments made under note payable to SBA (EIDL) (20,079)        (9,064)          

Net cash provided by (used for) financing activities 121,169        (9,064)          

Net (decrease) increase in cash and cash equivalents 263,285        (275,036)      

Cash and cash equivalents at beginning of year 207,589        482,625        

Cash and cash equivalents at end of year 470,874$      207,589$      
470,874.00   207,589.00   

Supplemental Disclosures: -               -               

Interest expense 3,790$          6,601$          

Taxes paid 200$             150$             

For the Years Ended December 31, 2022 and 2021
Statements of Cash Flows 
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General

and Total Total

Adminis- Fund- Expenses Expenses

Programs trative raising 2022 2021

Compensation: and benefits

Salaries 1,661,559$   92,275$    87,501$    1,841,335$ 1,547,582$ 

Payroll taxes 128,234        6,809        6,243        141,286      120,076      

Retirement contributions 42,914          2,220        2,421        47,555        9,486          

Benefits 112,723        5,319        400           118,442      106,276      

      Total compensation and benefits 1,945,430     106,623    96,565      2,148,618   1,783,420   

Advertising and events 201,602        497           63,635      265,734      237,762      

Conferences and meetings 5,104            697           -                5,801          3,488          

Depreciation 65,718          1,413        3,533        70,664        71,466        

Dues, licenses, and service fees 11,093          350           24,099      35,542        35,560        

Information technology 11,843          70             9,624        21,537        35,381        

In-kind services and other 235,196        8,823        9,340        253,359      226,021      

Insurance 33,421          -                -                33,421        31,342        

Interest -                    3,790        -                3,790          6,600          

Medical supplies and services 196,601        -                627           197,228      180,063      

Occupancy 206,961        2,883        6,607        216,451      161,756      

Professional fees 94,939          25,119      43,968      164,026      136,301      

Supplies and administrative 101,181        5,208        4,096        110,485      126,612      

Travel and hospitality 5,088            1,938        843           7,869          4,909          

Total expenses 3,114,177$   157,411$  262,937$  3,534,525$ 3,040,681$ 

(with Summarized Financial Information for the Year Ended December 31, 2021)

Statement of Functional Expenses

For the Year Ended December 31, 2022
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1. Organization 
 
Berkeley-East Bay Humane Society (“Berkeley Humane”) was incorporated in 1927 as a California tax-
exempt, non-profit corporation.  Berkeley Humane serves the people and animals of the community by 
providing life-saving programs for cats and dogs, cultivating compassion, and strengthening the human-
animal bond. 
 
 
2. Summary of Significant Accounting Policies 
 
Basis of Presentation – The financial statements of Berkeley Humane have been prepared on the accrual 
basis of accounting in accordance with U.S. generally accepted accounting principles ("US GAAP"). 
 
Measure of Operations – The statements of activities reflect all changes in net assets, including changes in 
net assets from operating and nonoperating activities. Operating activities consist of those items attributable 
to Berkeley Humane’s ongoing operations which include a variety of programmatic activities.  Nonoperating 
activities are limited to resources that generate return from interest-bearing deposits and other activities 
considered to be of a more unusual or nonrecurring nature. 
 
Cash and Cash Equivalents – Cash and cash equivalents include all monies in FDIC-insured bank accounts 
and highly liquid investments with maturity dates of less than three months. Cash equivalents include short-
term interest-bearing investments in money market and liquid asset accounts.  The carrying value of cash and 
cash equivalents approximates fair value because of the short maturities of those financial instruments. 
 
Concentrations of Credit Risk – Financial instruments that potentially subject Berkeley Humane to 
concentrations of credit risk consist principally of cash and cash equivalents and deposits.  Berkeley Humane 
maintains its cash and cash equivalents in various bank accounts that, at times, may exceed federally insured 
limits.  Berkeley Humane manages deposit concentration risk by placing cash and money market accounts 
with financial institutions believed to be creditworthy. 
 
To date, Berkeley Humane has not experienced losses in any of these accounts.  Credit risk associated with 
accounts receivable and grants receivable is considered to be limited due to high historical collection rates 
and because substantial portions of the outstanding amounts are due from reputable organizations and 
foundations supportive of Berkeley Humane’s mission. 
 
Accounts, Grants and Pledges Receivable – Unconditional promises to give that are expected to be 
collected within one year are recorded at net realizable value. Unconditional promises to give that are 
expected to be collected in future years are recorded at the present value of their estimated future cash flows. 
The discounts on those amounts are computed using risk-adjusted interest rates applicable to the years in 
which the promises are received.   Discount amortization, if applicable, is included in contribution revenue.  
Conditional promises to give are not included as support until the conditions are met. 
 
Berkeley Humane determined that no allowance for doubtful uncollectible accounts receivable is needed 
based on historical experience, an assessment of economic conditions, and a review of subsequent 
collections. It is the policy of the organization to periodically assess receivables to determine proper carrying 
value. 
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2. Summary of Significant Accounting Policies (continued) 
 
Investments – Investments are reported at fair value with gains and losses included in the statement of 
activities and changes in net assets.  Berkeley Humane follows the provisions of ASC 958.320, Investments 
– Debt and Equity Securities of Not-for-Profit Entities and has estimated the fair value of its investments using 
available market information and other valuation methodologies. Accordingly, the estimates presented are not 
necessarily indicative of the amounts that Berkeley Humane could realize in a current market exchange. The 
use of different assumptions and/or estimation methods may have a material effect on the estimated fair value 
amounts.  The estimates are based on pertinent information available to management as of December 31, 
2022 and 2021.  Although management is not aware of any factors that would significantly affect the estimated 
fair value amounts, current estimates of fair value may differ significantly from the statements presented. 
 
Investments include money market funds, certificates of deposit, and mutual funds.  Purchased investments 
are initially stated at cost.  Investments received by gift are recorded at market value at the date of contribution.  
Investments in equity securities with readily determinable fair values and all investments in debt securities are 
reported at fair value with gains and losses included on the statement of activities and changes in net assets. 
 
Berkeley Humane’s investments consist of a diverse mixture of funds established for a variety of purposes.  
As required by ASC 958.320, net assets associated with investments are classified and reported based on 
the existence or absence of donor-imposed restrictions. Berkeley Humane 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 funds absent explicit donor stipulations to the contrary. 
 
As a result of this interpretation, Berkeley Humane classifies as net assets with donor restrictions – in 
perpetuity (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.  
 
Comparative Financial Information – The accompanying financial statements include certain prior-year 
summarized comparative information in total but not by functional category.  Such information does not include 
sufficient detail to constitute a presentation in conformity with accounting principles generally accepted in the 
United States of America (GAAP). Accordingly, such information should be read in conjunction with the 
audited financial statements for the year ended December 31, 2021, from which the summarized information 
was derived. 
 
Contributions of Nonfinancial Assets – Donated services and in-kind contributions are reflected at the fair 
value of the contributions received in accordance with ASU 2020-07, Not-for-Profit Entities (Topic 958): 
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. The contributions 
of services, equipment, and other materials are recognized if they (a) create or enhance nonfinancial assets 
or (b) require specialized skills that are provided by individuals possessing those skills and would typically 
need to be purchased if not provided by donation.  
 
Contributed Services – Volunteers donate a substantial amount of time to Berkeley Humane. While 
significant in value, these services are not recorded in the financial statements since they are not susceptible 
to objective measurement or valuation. 
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2. Summary of Significant Accounting Policies (continued) 
 
Functional Allocation of Expenses – The costs of providing program and other activities have been 
summarized on a functional basis in the statements of activities in accordance with the requirements of ASU 
2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial Statements of Not-for-Profit Entities, 
which requires CIF to report expenses by their natural classification.  Every natural expense must be broken 
out into individual functional categories on an analysis of expenses by their nature and function. Accordingly, 
certain costs have been allocated among services and supporting services benefited.  Such allocations are 
determined by management on an equitable basis.  A majority of expenses (salaries, wages, and payroll 
taxes, among others) have been distributed based on time and effort using Berkeley Humane’s payroll 
allocations.  Other expenses have been allocated in accordance with the specific services received from 
vendors or other rational allocation methods. 
 
Use of Estimates – The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect certain reported amounts and 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 reported period.  
Accordingly, actual results could differ from those estimates. 
 
Reclassifications – Certain prior year amounts have been reclassified to conform to fiscal year 2022 
presentation.  These changes had no impact on previously reported changes in net assets. 
 
Unearned Revenue (Advance Ticket Sales) – Subscriptions for the subsequent August-through-July 
program season are recorded as advance ticket sales and are recognized as revenue in the subsequent fiscal 
year in accordance with ASU No. 2014-09. 
 
Advertising (Marketing and Promotion) – Marketing and promotion costs are incurred by Berkeley Humane 
to promote its programs and are expensed as incurred.  Marketing and promotion expense amounted to 
$132,049 and $15,503 for the years ended December 31, 2022 and 2021, respectively, and such costs are 
reflected on the statement of functional expenses. 
 
Property and Equipment – Berkeley Humane’s policy is to record acquisitions of property and equipment at 
cost or, if donated, at fair market value on the date of donation.  Depreciation expense is calculated using the 
straight-line method over the estimated useful lives which range from five to 40 years. When assets are sold 
or otherwise disposed of, the cost and related depreciation or amortization are removed from the accounts, 
and any resulting gain or loss is included in the statements of activities. 
 
Costs of maintenance and repairs are expensed currently.  Berkeley Humane reviews the carrying values of 
all assets for impairment whenever events or circumstances indicate that the carrying value of an asset may 
not be recoverable from the estimated economic utility and/or future cash flows expected to result from its use 
and eventual disposition.  When considered impaired, an impairment loss is recognized to the extent carrying 
value exceeds the fair value of the asset.  Berkeley Humane has determined that no long-lived assets were 
impaired during the years ended December 31, 2022 and 2021.  
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2. Summary of Significant Accounting Policies (continued) 
 
Fair Value Measurements – Fair value is defined as the price that would be received to sell an asset in the 
principal or most advantageous market for the asset in an orderly transaction between market participants on 
the measurement date.  Fair value should be based on the assumptions market participants would use when 
pricing an asset.  US GAAP establishes a fair value hierarchy that prioritizes investments based on those 
assumptions. 
 
The fair value hierarchy gives the highest priority to quoted prices in active markets (observable inputs) and 
the lowest priority to an entity's assumptions (unobservable inputs).  Berkeley Humane groups assets 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.  These levels are: 
 
Level 1 : Unadjusted quoted market prices for identical assets or liabilities in active markets as of the 
measurement date. 
 
Level 2 : Other observable inputs, either directly or indirectly, including:  
• Quoted prices for similar assets/liabilities in active markets;  
• Quoted prices for identical or similar assets in non-active markets;  
• Inputs other than quoted prices that are observable for the asset/liability; and, 
• Inputs that are derived principally from or corroborated by other observable market data. 
 
Level 3 : Unobservable inputs that cannot be corroborated by observable market data. 
 
In some cases, the inputs used to measure the fair value of an asset or a liability might be categorized within 
different levels of the fair value hierarchy.  In those cases, the fair value measurement is categorized in its 
entirety in the same level of the fair value hierarchy as the lowest level input that is significant to the entire 
measurement.  Assessing the significance of a particular input to entire measurement requires judgment, 
taking into account factors specific to the asset or liability.  The categorization of an asset within the hierarchy 
is based upon the pricing model of the asset and does not necessarily correspond to our assessment of the 
quality, risk or liquidity profile of the asset or liability. 
 
Revenue and Revenue Recognition – Revenue is recognized in accordance with authoritative guidance, 
including ASU 2018-08, Not-for-Profit Entities (Topic 605) and ASU No. 2014-09, Revenue from Contracts 
with Customers (Topic 606). 
 
Contributions are recognized when cash, securities or other assets, an unconditional promise to give, or 
notification of a beneficial interest is received.  Conditional promises to give are not recognized until the 
conditions on which they depend have been substantially met. A transfer of funds with a conditional promise 
to contribute are accounted for as a refundable advance until the conditions have been substantially met. 
Certain payments received include both elements of contributed income and earned income, and 
management evaluates such transactions to determine the proper revenue rules to apply and to bifurcate the 
revenue components. When applicable, revenue earned under a contractual arrangement (an “exchange 
transaction”) is recognized when earned and therefore measured as services are provided in accordance with 
Topic 606. 
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2. Summary of Significant Accounting Policies (continued) 
 
Contributions received are recorded as net assets without donor restrictions or net assets with donor 
restrictions, depending on the existence and/or nature of any donor-imposed restrictions.  Contributions that 
are restricted by the donor are reported as an increase in net assets without donor restrictions if the restriction 
expires in the reporting period in which the contribution is recognized. 
 
Net Assets – Net assets, revenues, gains, and losses are classified based on the existence or absence of donor 
or grantor-imposed restrictions. Thus, net assets and changes therein are classified and reported as follows: 
 
Net Assets Without Donor Restrictions 
Net assets without donor restrictions represent funds which are available for use in general operations and 
not subject to donor (or certain grantor) restrictions. The governing board has the ability to designate, from net 
assets without donor restrictions, net assets for certain board-designated purposes, and it has opted to do so 
as of December 31, 2022 and 2021. Components of Board-Designated net assets are provided in Note 18. 
 
Net Assets With Donor Restrictions 
Net assets with donor restrictions represent funds which are subject to donor- (or certain grantor-) imposed 
restrictions.  Some donor-imposed restrictions are temporary in nature, such as those that will be met by the 
passage of time or other events specified by the donor.  Other donor-imposed restrictions can be perpetual in 
nature, where the donor stipulates that such resources be maintained in perpetuity. Gifts of long-lived assets and 
gifts of cash restricted for the acquisition of long-lived assets are recognized as revenue when the assets are 
placed in service. Donor-imposed restrictions are released when a restriction expires, that is, when the stipulated 
time has elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, or both. 
 
Income Taxes – Berkeley Humane is organized as California nonprofit corporation and has been recognized 
by the IRS as exempt from federal income taxes under IRC Section 501(a) as organizations described in IRC 
Section 501(c)(3), qualify for the charitable contribution deduction under IRC Sections 170(b)(1)(A)(vi) and (viii), 
and has been determined not to be private foundations under IRC Sections 509(a)(1) and (3), respectively.  
Berkeley Humane is annually required to file a Return of Organization Exempt from Income Tax (Form 990) with 
the IRS.  Berkeley Humane is not required to file an Exempt Organization Business Income Tax Return (Form 
990-T) because it had no unrelated business taxable income for the years ended December 31, 2022 and 2021. 
 
Berkeley Humane has received notification from the Internal Revenue Service and the State of California that 
it qualifies for tax-exempt status under Section 501(c)(3) of the Internal Revenue Code and Section 23701d 
of the California Revenue and Taxation Code.  The exemptions are subject to periodic review by the federal 
and state taxing authorities and management is confident that Berkeley Humane continues to satisfy all 
federal and state statutes in order to qualify for continued tax exemption status. 
 
Recent and Relevant Accounting Pronouncements – The following pronouncements are relevant to 
Berkeley Humane: 
 

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial 
Statements of Not-for-Profit Entities.  The update addresses the complexity and understandability of net asset 
classification, deficiencies in information about liquidity and availability of resources, and the lack of 
consistency in the type of information provided about expenses and investment return.  Berkeley Humane 
has followed the recommendation of the update to ensure presentation conformity of its financial statements. 
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2. Summary of Significant Accounting Policies (continued) 
 
In August 2014, the FASB issued ASU 2014-15, Presentation of Financial Statements—Going Concern 
(Subtopic 205-40) Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern, which 
requires an organization’s management to evaluate whether there are conditions and events, considered in 
the aggregate, that raise substantial doubt about an entity’s ability to continue as a going concern within one 
year after the date that the financial statements are issued (or within one year after the date that the financial 
statements are available to be issued, when applicable).  As of June 12, 2023 (the date of the Independent 
Auditors’ Report), management has made this evaluation and has determined that Berkeley Humane has the 
ability to continue as a going concern. 
 
In June 2018, the FASB issued ASU 2018-08, Not-for-Profit Entities (Topic 958) – Clarifying the Scope and 
the Accounting Guidance for Contributions Received and Contributions Made.  The FASB issued this update 
to clarify and improve the scope and the accounting guidance for contributions received and contributions 
made. The amendments in this Update should assist entities in (1) evaluating whether transactions should be 
accounted for as contributions (nonreciprocal transactions) within the scope of Topic 958, Not-for-Profit 
Entities, or as exchange (reciprocal) transactions subject to other guidance and (2) determining whether a 
contribution is conditional.  Accordingly, Berkeley Humane has incorporated these clarifying standards within 
the audited financial statements. 
 
In May 2014, the FASB completed its Revenue Recognition project by issuing ASU No. 2014-09, Revenue 
from Contracts with Customers (Topic 606). This guidance establishes the principles to report useful 
information to users of financial statements about the nature, timing, and uncertainty of revenue from contracts 
with customers. The guidance (1) removes inconsistencies and weaknesses in existing revenue requirements, 
(2) provides a more robust framework for addressing revenue issues, (3) improves comparability of revenue 
recognition practices across entities, industries, jurisdictions, and capital markets, (4) provides more useful 
information to users of financial statements through improved disclosure requirements, and (5) simplifies the 
preparation of financial statements by reducing the number of requirements to which an organization must 
refer. 
 
In November 2016, the FASB issued ASU 2016-18, Restricted Cash. This guidance requires entities to show 
the changes in the total of cash, cash equivalents, restricted cash, and restricted cash equivalents in the 
statement of cash flows. As a result, entities will no longer present transfers between cash and cash 
equivalents and restricted cash and restricted cash equivalents in the statement of cash flows. When cash, 
cash equivalents, restricted cash, and restricted cash equivalents are presented in more than one line item 
on the statements of financial position, the new guidance requires a reconciliation of the totals in the statement 
of cash flows to the related captions in the statements of financial position. 
 
In September 17, 2021, the FASB issued Accounting Standards Update (ASU) 2020-07; Presentation and 
Disclosure by Not-for-Profit Entities for Contributed Nonfinancial Assets.  The Update increases transparency 
around contributed nonfinancial assets (also known as “gifts-in-kind”) received by non-profit organizations, 
including transparency on how those assets are used and how they are valued.  The Update requires that an 
organization to present contributed nonfinancial assets as a separate line item in the statement of activities, 
apart from contributions of cash or other financial assets.  It also requires that an organization disclose: 
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2. Summary of Significant Accounting Policies (continued) 
 
1. A disaggregation of the amount of contributed nonfinancial assets recognized within the statement of 

activities by category that depicts the type of contributed nonfinancial assets. 
2. For each category of nonfinancial assets recognized: 
 Qualitative information about whether the contributed nonfinancial assets were either monetized or 

utilized during the reporting period.  If utilized, a description of the programs or other activities in which 
those assets were used. 

 The organization’s policy (if any) about monetizing rather than utilizing contributed nonfinancial assets. 
 A description of any donor-imposed restrictions associated with the contributed nonfinancial assets 
 A description of the valuation techniques and inputs used to arrive at a fair value measure in accordance 

with requirements in Topic 820, Fair Value Measurement, at initial recognition. 
The principal market (or most advantageous market) used to arrive at a fair value measure if it is a market in 
which the recipient not-for-profit is prohibited by a donor-imposed restriction from selling or using the 
contributed nonfinancial assets. 
 
 
3. Cash and Cash Equivalents 
 
Cash and cash equivalents of $470,874 and $207,589 at December 31, 2022 and 2021, respectively, include 
all funds in banks (cash on hand and noninterest-bearing checking) with original commitment durations of 90 
days or less.  Cash balances are available for general operating purposes and, except for cash on hand, are 
domiciled in a noninterest-bearing account. 
 
 
4.  Grants, Pledges, and Accounts Receivable 
 
Grants, pledges, and accounts receivable consist of the following at December 31:  
 

 2022 2021 
Grants and pledges receivable $                        - $           515,000 
Accounts receivables - 2,004 
   Total grants, pledges, and accounts receivable $                        - $           517,004 

 
Berkeley Humane uses the direct write-off method with regards to receivables deemed uncollectible. During 
the years ended December 31, 2022 and 2021, Berkeley Humane recognized no bad debt expense. 
 
 
5. Beneficial Interest in Trust 
 
Berkeley Humane has been named as a beneficiary of a certain irrevocable charitable remainder trust. This 
trust was created independently by a donor and is held and administered by an independent trustee.  
Therefore, Berkeley Humane has neither possession nor control over the assets of the trust. 
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5. Beneficial Interest in Trust 
 
During the lifetime of the income beneficiary, Berkeley Humane may receive distributions from the trust with 
a final distribution on the termination of the trust as determined by the trustee and trust terms. The amounts 
paid to the income beneficiary may be different than the income earned by the trust during any given year, 
with any difference being added to or subtracted from the trusts’ corpus.  The trust terminates upon the death 
of the income beneficiary and remaining corpus at that time will be distributed to Berkeley Humane for its 
ongoing operating activities. 
 
The value of the gift at the time of donation was based on the then-present value of the estimated benefits to 
be received by Berkeley Humane at the termination of the trust. Annual changes in the value of the trust is 
reported as an increase or decrease in net assets with donor restrictions in the statement of activities and 
changes in net assets. 
 
Berkeley Humane has determined that the estimated fair value of the beneficial interest in the trust (domiciled 
with Wells Fargo Advisors) amounted to $51,369 and $52,922 at December 31, 2022 and 2021, respectively. 
The change in the value of the beneficial interest in trust amounted to ($1,553) and ($101) for the years ended 
December 31, 2022 and 2021, respectively, and is reflected as a component of net assets with donor 
restrictions on the statements of financial position. 
 
 
6. Investments 
 
Investments consist of the following at December 31: 
 
 2022 2021 
 Cost Fair Value Cost Fair Value 
Money market mutual funds $  1,361,004 $  1,361,004 $  1,106,067  $  1,106,067 
Domestic equities 8,049 17,473 1,125 1,112 
Exchange traded funds 5,936,508 5,561,510 4,575,340 4,520,807 
     Total investments $     931,236 $  6,939,987 $  5,682,532 $  5,627,986 

 
During the years ended December 31, 2022 and 2021, earnings on investments were reinvested. Investments 
are recorded at cost when purchased. Investments received by gift are recorded at fair value at the date of 
contribution. Investment income consists of interest and dividends and amounted to $155,989 and $69,627 
for the years ended December 31, 2022 and 2021, respectively. 
 
Realized and unrealized gains and losses are reflected on the statement of activities and changes in net 
assets. Realized investment gains (losses) amounted to ($254,743) and $6,563 for the years ended 
December 31, 2022 and 2021, respectively. Unrealized investment gains (losses) amounted to ($347,761) 
and ($54,546) for the years ended December 31, 2022 and 2021, respectively. 
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6. Investments (continued) 
 
Berkeley Humane has a Finance Committee which has the responsibility for establishing Berkeley Humane’s 
return objectives (generally lower rates of return associated with more stable and safer investments) and to 
define the risk parameters (generally low risk securities, certificates of deposit and mutual funds). The 
committee routinely oversees investment performances and reviews cash flows necessary to sustain Berkeley 
Humane’s operating activities. 
 
Investment net asset composition by type of fund is summarized as follows as of December 31, 2022: 
 

 

 

Net Assets 
Without 
Donor 

Restrictions 

Net Assets 
With Donor 
Restrictions Total 

Donor-restricted investment funds  $                     - $      3,970,969 $      3,970,969 
Board-designated investment funds  2,969,018 - 2,969,018 
   Total investments  $      2,969,018 $      3,970,969 $     6,939,987 

 
Changes in investment net assets for the year ended December 31, 2022 are summarized as follows: 
 

 

 

Net Assets 
Without 
Donor 

Restrictions 

Net Assets 
With Donor 
Restrictions Total 

Investments at beginning of year  $      2,667,150 $      2,960,836 $      5,627,986 
     

Investment income:     
   Interest and dividends  155,989 - 155,989 
   Realized investment losses  (254,743). - (254,743). 
   Unrealized investment losses  (347,761). - (347,761). 
       Total investment income  (446,515). - (446,515). 
     

Net acquisition of investments  748,383 1,010,133 1,758,516 
Investments at end of year  $      2,969,018 $      3,970,969 $     6,939,987 

 
Investment net asset composition by type of fund is summarized as follows as of December 31, 2021: 
 

 

 

Net Assets 
Without 
Donor 

Restrictions 

Net Assets 
With Donor 
Restrictions Total 

Donor-restricted investment funds  $                     - $      2,960,836 $      2,960,836 
Board-designated investment funds  2,667,150 - 2,667,150 
   Total funds  $      2,667,150 $      2,960,836 $      5,627,986 
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6. Investments (continued) 
 
Changes in investment net assets for the year ended December 31, 2021 are summarized as follows: 
 

 

 

Net Assets 
Without 
Donor 

Restrictions 

Net Assets 
With Donor 
Restrictions Total 

Investment net assets at beginning of year  $       1,815,526 $      1,961,198 $      3,776,724 
     

Investment return:     
   Interest and dividends  69,627 - 69,627 
   Realized investment losses  6,563 - 6,563 
   Unrealized investment losses  (54,546). - (54,546). 
       Total investment income  21,644 - 21,644 
     

Net acquisition of investments  829,980 999,638 1,829,618 
Investment net assets at end of year  $      2,667,150 $      2,960,836 $      5,627,986 

 
Funds with Deficiencies 
From time to time, the fair value of assets associated with individual donor-restricted endowment funds may 
fall below the level that the donor or the Uniform Prudent Management of Institutional Funds Act (UPMIFA) 
requires Berkeley Humane to retain as a fund of perpetual duration. In accordance with ASU 2016-14, 
deficiencies of this nature would be reported in net assets with donor restrictions – time restricted. There were 
no deficiencies of this nature as of December 31, 2022 and 2021. These deficiencies could arise in the future 
from unfavorable market fluctuations that occur after the investment of new contributions for donor-restricted 
endowment funds and continued appropriation for certain programs that is deemed prudent by the Finance 
Committee and the Board of Directors. 
  
Return Objectives and Risk Parameters 
Berkeley Humane has adopted investment and spending policies for investments that attempt to provide a 
predictable stream of funding to programs supported by its investments while seeking to maintain the 
purchasing power of all marketable assets.  The organization’s investments include those assets of donor-
restricted funds that Berkeley Humane must hold temporarily for a donor-specified period(s) or in perpetuity 
in accordance with donor instructions. Under this policy, as approved by the Finance Committee and the 
Board of Directors, the investments are structured in a manner that is intended to produce results that 
approximate the price and yield results of the general market conditions (Dow Jones Industrial Average) while 
assuming a moderate level of investment risk. Actual returns in any given year may vary from this amount. 
 
Strategies Employed for Achieving Objectives 
To satisfy its long-term rate-of-return objectives, Berkeley Humane 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). Berkeley Humane targets a diversified asset allocation that places a greater 
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk 
constraints. 
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6. Investments (continued) 
 
Spending Policy and How the Investment Objectives Relate to Spending Policy 
Berkeley Humane has periodically appropriated a portion of investments earnings for operations. Berkeley 
Humane currently seeks to promote growth of its investment funds for the purpose of creating a pool of 
investments that will generate income for support of its operations in the future. In establishing this policy, 
Berkeley Humane considered the long-term expected return on its investments. Accordingly, over the long 
term, Berkeley Humane expects the current spending policy to allow its investments to achieve annual growth.  
This is consistent with Berkeley Humane’s objective to maintain the purchasing power of the investments held 
for a specified term as well as to provide additional real growth through new gifts and investment return. 
 
 
7. Liquidity  
 
Berkeley Humane regularly monitors liquidity required to meet its operating needs and other contractual 
commitments, while also striving to maximize the safeguarding of its available funds.  Berkeley Humane has 
various sources of liquidity at its disposal, including cash and cash equivalents and other sources (including 
the future collection of receivables). 
 
For purposes of analyzing resources available to meet general expenditures over a 12-month period, Berkeley 
Humane considers all expenditures related to its mission, as well as the conduct of services undertaken to 
support those activities to be general expenditures. 
 
In addition to financial assets available to meet general expenditures over the next 12 months, Berkeley 
Humane anticipates collecting sufficient revenue to cover general expenditures not covered by donor-
restricted resources.  The following table shows the total financial assets held by Berkeley Humane and the 
amounts of those financial assets readily available within one year of the balance sheet date to meet general 
expenditures: 
 

 2022 2021 
Cash and cash equivalents $          470,874 $          207,589 
Investments 6,939,987 5,627,986 
Grants, pledges, and other receivables - 517,004 
   Subtotal 7,410,861 6,352,579 
Less: amounts not available to be used within one year:   
    Net assets with donor restrictions for programs (3,969,416) (2,960,836) 
Financial assets available to meet general expenditures   
   over the next twelve months $       3,441,445 $       3,391,743 

 
Berkeley Humane receives a substantial amount of support by way of restricted contributions.  Because donor 
restrictions require resources to be used in a particular manner or in a future period, Berkeley Humane must 
maintain sufficient resources to meet those responsibilities to its donors. Thus, financial assets from these 
restricted contributions may not be available for general expenditures within one year. 
 
As part of Berkeley Humane’s liquidity management, the organization has a policy to structure its financial 
assets to be available as its general expenditures, liabilities, and other obligations become due. 
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8. Fair Value Measurements 
 
Composition of investments utilizing fair value measurements at December 31, 2022 is as follows: 
 

 Totals Level 1 Level 2 Level 3 
Investments $  6,939,987  $  6,939,987  $               - $            - 
Beneficial interest in trust 51,369 - - 51,369 
       Totals $  6,991,356 $  6,939,987  $               - $  51,369 

 
Composition of investments utilizing fair value measurements at December 31, 2021 is as follows: 
 

 Totals Level 1 Level 2 Level 3 
Investments $  5,627,986  $  5,627,986  $               - $            - 
Grants, pledges, and accounts receivable 517,004 - 517,004 - 
Beneficial interest in trust 52,922 - - 52,922 
       Totals $  6,197,912 $  5,627,986  $   517,004 $  52,922 

 
Fair value measurements establish a fair value hierarchy that prioritizes the input used to measure fair value. 
This hierarchy consists of three broad levels: (a) Level 1 measurement reflects the value of the investments 
at quoted prices in active markets for identical assets, generally without any adjustments, (b) Level 2 assets 
and liabilities are valued based on "observable inputs" other than quoted active market prices, including 
quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or 
liabilities in inactive markets, and interest rates and yield curves, and (c) Level 3 assets and liabilities are 
valued based on “unobservable inputs," such as a company’s own estimates and pricing models. 
 
Assets Classified as Level 3: The significant unobservable inputs used in the fair value measurement of Level 
3 asset (beneficial interest in trust) are the estimated fair values of the underlying assets comprising the 
investment administered by Wells Fargo Advisors established by the donor. The change in value of the 
underlying assets in Berkeley Humane’s beneficial interest in the trust amounted to ($1,553) and ($101) for 
the years ended December 31, 2022 and 2021, respectively. 
 
 
9. Contributions of Nonfinancial Assets 
 
During the years ended December 31, 2022 and 2021, Berkeley Humane was the recipient of certain in-kind 
contributions. In accordance with ASU 2020-07, Berkeley Humane has determined that the estimated values 
of these goods and services were as follows for the years ended December 31: 
 

 2022 2021 
Net proceeds from vehicle donations $             29,271 $             22,814 
Contributions to Berkeley Humane Thrift Shop 522,775 437,504 
Medical services for adoption animals 206,804 200,627 
   Total contributions of nonfinancial assets $           758,850 $           660,945 
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9. Contributions of Nonfinancial Assets (continued) 
 
All of the contributions of nonfinancial assets were utilized during the years ended December 31, 2022 and 
2021. The valuation of the services provided were made based on estimated values of services which 
approximate market values of comparable services from other providers. None of the items listed above were 
made with donor restrictions and none of the items were monetized by Berkeley Humane. 
 
Berkeley Humane also received donated services from volunteers in connection with its fundraising events. 
Such services were not recognized in the accompanying financial statements because they did not meet the 
criteria for recognition under ASC 958.605. 
 
 
10. Property and Equipment 
 
Property and equipment consist of the following at December 31: 
 

 2022 2021 
Land $             85,214 $             85,214 
Building and improvements 790,221 790,221 
Construction in progress 481,476 481,476 
Furniture and equipment 333,741 262,931 
Vehicles 223,529 223,529 
Less: accumulated depreciation (1,060,456) (994,892) 
   Property and equipment, net $           853,725 $           848,479 

 
Depreciation expense amounted to $70,664 and $71,466 for the years ended December 31, 2022 and 2021, 
respectively. During the year ended December 31, 2022, Berkeley Humane disposed of fully depreciated 
property and equipment with original cost basis of $5,100. There was no gain or loss related to the removal 
of these assets. There were no disposals during the year ended December 31, 2021. 
 
 
11. Occupancy and Right of Use - Premises 
 
Berkeley Humane occupies its premises (office and thrift shop) under multi-year operating leases expiring 
November 30, 2023 and January 31, 2024, respectively. As of December 31, 2022, the leases require a total 
monthly remittance of $11,314 which then increases to $11,499 effective January 1, 2023. Total rental 
expense for premises amounted to $143,825 and $104,722 for the years ended December 31, 2022 and 
2021, respectively. These amounts are included with occupancy expense on the statement of functional 
expenses. 
 
In accordance with ASU 2016-02, Leases, Berkeley Humane is required to reflect the present value of future 
operating lease payments (discounted at an appropriate borrowing rate) as a “Right of Use” asset and a 
corresponding lease liability.  Accordingly, Berkeley Humane has recorded a total lease liability in the amount 
of $141,248 at December 31, 2022 (split between current portion of $135,952 and noncurrent portion of 
$5,296) and a corresponding right of use asset for the premises in the amount of $132,779. The weighted 
average discount rate associated with the calculation of the present value of the future lease payments was 
4.0%, which represents an estimate of Berkeley Humane’s incremental borrowing rate. 
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11. Occupancy and Right of Use - Premises (continued) 
 
As of December 31, 2022, minimum future lease payments under contractual obligations are as follows: Year 
ending December 31, 2023: $133,603; and Year ending December 31, 2024: $5,314.  
 
 
12. Advertising 
 
Advertising costs are expensed as incurred. Advertising expenses amounted to $17,675 and $8,618 for the 
years ended December 31, 2022 and 2021, respectively, and are reflected as a component of advertising and 
events expense on the statement of functional expenses. 
 
 
13. Refundable Advance and Government Grant 
 
PPP Loan Program Under the CARES Act: During the year ended December 31, 2021, Berkeley Humane 
received loan forgiveness approval for its refundable advance received under the Paycheck Protection 
Program in the amount of $354,185. In accordance with FASB ASC 405-20-40-1, the refundable advance 
was removed and reflected as government contributed income on the statement of activities and changes in 
net assets for the year ended December 31, 2021. There were no government grants recognized during the 
year ended December 31, 2022. 
 
 
14. Note Payable to SBA 
 
Economic Injury Disaster Loan: During the year ended December 31, 2020, Berkeley Humane entered into a 
loan agreement with the U.S. Small Business Administration (SBA) under its Economic Injury Disaster Loan 
(EIDL) assistance program in response to the impact of COVID-19 on its operations. The original principal 
balance of the EIDL loan amounted to $150,000. The loan is collateralized by business assets (receivables, 
property, equipment, and leasehold improvements) and matures in 30 years (June 7, 2050). Interest accrues 
at the rate of 2.75% per annum with installment payments of $641 per month. Interest expense amounted to 
$3,790 and $6,601 for the years ended December 31, 202 and 2021, respectively. As of December 31, 2022, 
minimum future principal payments due under the loan agreement are as follows: Year ending December 31, 
2023: $4,305; Year ending December 31, 2024: $4,425; Year ending December 31, 2025: $4,548; Year 
ending December 31, 2026: $4,666; Year ending December 31, 2027: $4,805; and Thereafter: $102,185. 
 
 
15.  Compensated Absences (Accrued Payroll and Related Benefits) 
 
Financial statement presentation follows the recommendations of ASC 710.25, Compensated Absences.   
Under ASC 710.25, Berkeley Humane is required to record a liability for the estimated amounts of 
compensation for future absences. Employees are permitted to accrue a specific number of hours of vacation 
which is payable upon termination of the employee. Annual leave accruals are recorded in the financial 
statements as an accrued liability on the statements of financial position based on hourly rates in effect at the 
end of the year. Accrued vacation payroll liabilities amounted to $100,701 and $89,482 at December 31, 2022 
and 2021, respectively, and are included with payroll liabilities on the statements of financial position. 
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16. Net Assets 
 
Net Assets without Donor Restrictions 
Net assets without donor restrictions of $4,032,990 and $4,002,582 at December 31, 2022 and 2021, 
respectively, represent the cumulative retained surpluses since the organization’s inception. 
 
Board-Designated Funds: In a prior year, the Board of Directors designated $899,666 for the purpose of 
certain infrastructure improvements and to set aside funds related to its investment portfolio. All designated 
funds come under the purview of the Board and its policy to ensure the stability of Berkeley Humane’s mission, 
programs, property, and ongoing operations of the organization. 
 
Net Assets with Donor Restrictions 
Berkeley Humane recognizes support from net assets with donor restrictions when the restrictions imposed 
by the donors have been satisfied or expired.  Net assets with donor restrictions consist of the following as of 
December 31: 
 

 2022 2021 
Restricted for beneficial interest in trust $          51,369 $          52,922 
Restricted or capital improvements       1,500,000       1,500,000 
Restricted for capital campaign 2,418,047 1,407,914 
   Total net assets with donor restrictions $     3,969,416 $     2,960,836 

 
Contributions of net assets with donor restrictions amounted to $1,203,038 and $1,192,054 for the years 
ended December 31, 2022 and 2021, respectively. Net assets released from restrictions amounted to 
$192,905 and $192,416 for the years ended December 31, 2022 and 2021, respectively. These amounts were 
transferred from net assets with donor restrictions to net assets without donor restrictions on the statement of 
activities and changes in net assets. The change in the beneficial interest in trust amounted to ($1,553) and 
($101) for the years ended December 31, 2022 and 2021, respectively. 
 
 
17. Allocation of Joint Costs 
 
Berkeley Humane follows the provisions of ASC 958-720-55-1 “Accounting for Costs of Activities That Include 
Fundraising.”  Under ASC 958-720-55-1, Berkeley Humane incurred allocable joint costs of $221,216 for the 
informational materials and activity that included fundraising appeals for the year ended December 31, 2022.  
Of these costs, $180,695 was allocated to program activities and $40,521 was allocated to fundraising 
activities. For the year ended December 31, 2021, Berkeley Humane incurred allocable joint costs of $160,213 
for the informational materials and activity that included fundraising appeals. Of these costs, $136,800 was 
allocated to program activities and $23,413 was allocated to fundraising activities. 
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18. Retirement Plan 
 
Berkeley Humane offers employees the opportunity for participation in a salary reduction retirement plan 
qualified under Internal Revenue Code Section 401(k). The plan has certain eligibility requirements (such as 
age and length of service requirements) and accepts rollover contributions, allows hardship distributions, and 
offers a loan option. At its discretion, Berkeley Humane may make matching employer contributions to the 
Plan, but is not required to do so. During the years ended December 31, 2022 and 2021, Berkeley Humane 
made contributions totaling $47,555 and $9,584, respectively, to the Plan. 
 
 
19. Commitments and Contingencies 
 
In the normal course of business, Berkeley Humane could be subject to certain commitments and 
contingencies which might not be fully reflected in the financial statements. Such commitments and 
contingencies also include risks associated with various economic and operating factors, which include (a) 
grant restrictions and donor conditions which obligate Berkeley Humane to fulfill certain requirements as set 
forth in grant instruments, (b) funding levels which vary based on factors beyond Berkeley Humane’s control, 
such as generosity of donors and general economic conditions, (c) employment and service agreements with 
key management personnel, and (d) financial risks associated with funds on deposit at bank and investment 
brokerage accounts. Certain of the grants and contracts (including current and prior costs) are subject to audit 
and final acceptance by the various granting agencies. Management believes that such commitments, 
contingencies, and risks will not have a material adverse effect on the financial statements. 
 
 
20. COVID-19 
 
As a result of COVID-19 and its variants, the worldwide threat continues to (a) influence financial markets, 
(b) threaten revenue streams, and (c) impact private enterprises with which Berkeley Humane conducts 
operations. Business continuity, including supply chains and consumer demand across a broad range of 
industries and countries, continues to present challenges. Management monitors and evaluates its options. 
These financial statements reflect certain economic events which impacted the years ended December 31, 
2022 and 2021. 
 
 
21.  Subsequent Events 
 
In compliance with ASC 855, Subsequent Events, Berkeley Humane has evaluated subsequent events 
through June 12, 2023, the date the financial statements were available to be issued. In the opinion of 
management, there are no subsequent events which are necessitate disclosure. 
 


