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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Marin Humane Society
dba Marin Humane
Novato, California

We have audited the accompanying financial statements of Marin Humane Society dba Marin Humane, which
comprise the statements of financial position as of June 30, 2018 and 2017, and the related statements of activities,
functional expenses, and cash flows for the years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Marin Humane Society dba Marin Humane as of June 30, 2018 and 2017, 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.

ArmaninoLLP

San Ramon, California

November 14, 2018
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Marin Humane Society
dba Marin Humane

Statements of Financial Position
June 30, 2018 and 2017

2018 2017

ASSETS

Cash and cash equivalents $ 735,037 $ 490,683
Accounts receivable 297,042 280,959
Prepaid expenses and other assets 68,130 75,004
Contributions and grants receivable, net 152,741 142,520
Inventory 43,868 47,946
Investments 9,099,417 8,074,334
Investments held for long-term purposes 1,522,826 1,494,480
Property and equipment, net 5,133,632 5,164,322

Total assets $ 17,052,693 $ 15,770,248

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable $ 192,014 $ 241,559
Accrued expenses 516,503 529,209
Deferred revenue 18,455 6,250

Total liabilities 726,972 777,018

Net assets
Unrestricted 13,782,183 12,609,181
Temporarily restricted 1,020,712 889,569
Permanently restricted 1,522,826 1,494,480

Total net assets 16,325,721 14,993,230

Total liabilities and net assets $ 17,052,693 $ 15,770,248

The accompanying notes are an integral part of these financial statements.
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Marin Humane Society
dba Marin Humane

Statement of Activities
For the Year Ended June 30, 2018

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Revenues, gains (losses), and other support

Animal services and other county fees $ 3,355,547 $ - $ - $ 3,355,547

Fees for services 410,487 - - 410,487

Education fees 546,541 - - 546,541

Contributions 1,463,794 241,447 - 1,705,241

Bequests 2,056,242 52,500 - 2,108,742

In-kind contributions 160,301 - - 160,301

Interest and dividend income, net 147,966 25,590 - 173,556

Realized gains, net 66,924 8,362 5,064 80,350

Unrealized gains, net 333,536 38,446 23,282 395,264

Merchandise sales 241,296 - - 241,296

Special events, net of expenses of $105,607 85,555 202,182 - 287,737

Grants 54,000 223,311 - 277,311

Thrift shop sales 28,064 68,274 - 96,338

Other revenue 14,583 - - 14,583

Loss on disposal of fixed assets (1,000) - - (1,000)

Net assets released from restriction 728,969 (728,969) - -
Total revenues, gains (losses), and other

support 9,692,805 131,143 28,346 9,852,294

Functional expenses

Program services 6,678,072 - - 6,678,072

Management and general 922,844 - - 922,844

Fundraising and development 918,887 - - 918,887

Total functional expenses 8,519,803 - - 8,519,803

Change in net assets 1,173,002 131,143 28,346 1,332,491

Net assets, beginning of year 12,609,181 889,569 1,494,480 14,993,230

Net assets, end of year $ 13,782,183 $ 1,020,712 $ 1,522,826 $ 16,325,721

The accompanying notes are an integral part of these financial statements.
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Marin Humane Society
dba Marin Humane

Statement of Activities
For the Year Ended June 30, 2017

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Revenues, gains, and other support

Animal services and other county fees $ 3,289,752 $ - $ - $ 3,289,752

Fees for services 388,334 - - 388,334

Education fees 486,666 - - 486,666

Contributions 1,084,243 369,335 - 1,453,578

Bequests 1,401,012 112,386 - 1,513,398

In-kind contributions 287,116 - - 287,116

Interest and dividend income, net 126,387 23,535 - 149,922

Realized gains, net 301,009 39,139 21,725 361,873

Unrealized gains, net 357,377 45,589 25,305 428,271

Merchandise sales 287,032 - - 287,032

Special events, net of expenses of $93,875 94,542 116,871 - 211,413

Grants 84,500 174,402 - 258,902

Thrift shop sales 27,021 58,130 - 85,151

Other revenue 13,304 - - 13,304

Net assets released from restriction 482,017 (482,017) - -

Total revenues, gains, and other support 8,710,312 457,370 47,030 9,214,712

Functional expenses

Program services 6,644,405 - - 6,644,405

Management and general 1,117,086 - - 1,117,086

Fundraising and development 835,493 - - 835,493

Total functional expenses 8,596,984 - - 8,596,984

Change in net assets 113,328 457,370 47,030 617,728

Net assets, beginning of year 12,495,853 432,199 1,447,450 14,375,502

Net assets, end of year $ 12,609,181 $ 889,569 $ 1,494,480 $ 14,993,230

The accompanying notes are an integral part of these financial statements.
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Marin Humane Society
dba Marin Humane

Statement of Functional Expenses
For the Year Ended June 30, 2018

Animal
Services

Clinic,
Adoption, and

Foster Care

Education and
Community
Engagement

Animal
Outfitters Thrift Shop

Total Program
Services

Management
and General

Fundraising
and

Development Total
Personnel expenses

Salaries and wages $ 1,619,701 $ 765,246 $ 1,176,720 $ 85,568 $ - $ 3,647,235 $ 511,347 $ 466,121 $ 4,624,703
Payroll taxes and benefits 444,861 222,082 326,854 26,712 - 1,020,509 129,458 98,584 1,248,551

Total personnel expenses 2,064,562 987,328 1,503,574 112,280 - 4,667,744 640,805 564,705 5,873,254

Supplies and services
Supplies 81,664 178,961 50,582 1,718 755 313,680 12,400 5,857 331,937
Depreciation 96,589 53,540 104,507 6,017 - 260,653 41,149 14,884 316,686
Professional services 53,060 13,536 77,413 1,661 - 145,670 47,137 162,461 355,268
Cost of goods sold - - - 151,722 - 151,722 - - 151,722
Utilities 54,376 32,425 58,835 3,387 2,232 151,255 22,645 8,380 182,280
In-kind expense 40,825 25,446 33,406 1,129 - 100,806 23,039 36,456 160,301
Veterinary services - 33,034 160,097 - - 193,131 - - 193,131
Computer expenses 42,695 14,610 28,387 3,673 - 89,365 16,023 9,360 114,748
Fees 9,529 11,581 22,047 6,641 156 49,954 4,326 27,008 81,288
Administration expense 12,178 5,718 20,030 997 360 39,283 26,334 19,123 84,740
Maintenance 55,847 32,667 59,773 3,442 2,105 153,834 23,004 8,514 185,352
Insurance 34,673 21,269 23,230 1,855 1,166 82,193 7,956 2,946 93,095
Telephone 19,571 7,994 10,316 669 990 39,540 8,607 2,959 51,106
Printing 5,336 2,628 37,324 4 - 45,292 8,791 11,652 65,735
Advertising - - 15,691 - - 15,691 - - 15,691
Vehicle expenses 40,720 2,491 458 - - 43,669 10,959 - 54,628
Rent - - 9,898 - 20,300 30,198 - - 30,198
Travel 967 6,303 9,437 - - 16,707 14,428 4,103 35,238
Meetings 2,498 3,379 9,588 - - 15,465 7,687 2,260 25,412
Postage 6,398 372 8,941 23 - 15,734 4,958 37,511 58,203
Feed 31,681 - 4,818 - - 36,499 - - 36,499
Taxes and licenses 4,958 3,798 4,933 880 - 14,569 2,596 708 17,873
Uniforms 4,722 196 - - - 4,918 - - 4,918
Scholarships - - 500 - - 500 - - 500

Total supplies and services 598,287 449,948 750,211 183,818 28,064 2,010,328 282,039 354,182 2,646,549

$ 2,662,849 $ 1,437,276 $ 2,253,785 $ 296,098 $ 28,064 $ 6,678,072 $ 922,844 $ 918,887 $ 8,519,803

The accompanying notes are an integral part of these financial statements.
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Marin Humane Society
dba Marin Humane

Statement of Functional Expenses
For the Year Ended June 30, 2017

Animal
Services

Clinic,
Adoption, and

Foster Care

Education and
Community
Engagement

Animal
Outfitters Thrift Shop

Total Program
Services

Management
and General

Fundraising
and

Development Total
Personnel expenses

Salaries and wages $ 1,603,297 $ 737,150 $ 1,082,528 $ 81,231 $ - $ 3,504,206 $ 593,141 $ 420,921 $ 4,518,268
Payroll taxes and benefits 460,190 216,051 312,323 18,757 - 1,007,321 118,939 94,118 1,220,378

Total personnel expenses 2,063,487 953,201 1,394,851 99,988 - 4,511,527 712,080 515,039 5,738,646

Supplies and services
Supplies 62,358 182,013 54,567 1,334 219 300,491 26,004 4,531 331,026
Depreciation 96,057 45,711 102,542 5,559 - 249,869 45,852 14,208 309,929
Professional services 60,956 13,656 147,790 1,905 - 224,307 78,089 122,353 424,749
Cost of goods sold - - - 180,802 - 180,802 - - 180,802
Utilities 53,499 30,395 57,110 3,096 1,822 145,922 24,507 7,912 178,341
In-kind expense 39,883 21,450 31,800 14,545 - 107,678 97,853 81,585 287,116
Veterinary services - 34,924 140,034 - - 174,958 - - 174,958
Computer expenses 50,021 19,307 71,692 3,217 - 144,237 19,744 30,354 194,335
Fees 7,036 10,060 18,037 5,892 156 41,181 2,968 15,628 59,777
Administration expense 17,779 6,175 22,083 1,236 105 47,378 30,296 16,431 94,105
Maintenance 52,112 30,172 55,017 2,983 1,802 142,086 23,382 7,622 173,090
Insurance 33,544 18,641 23,472 1,031 2,884 79,572 8,710 2,634 90,916
Telephone 21,428 8,044 11,673 729 659 42,533 9,405 3,018 54,956
Printing 8,079 3,389 41,242 20 257 52,987 6,238 4,565 63,790
Advertising - - 31,601 - - 31,601 - - 31,601
Vehicle expenses 38,513 - 2,480 - - 40,993 1,262 - 42,255
Rent - - 12,793 - 19,700 32,493 - - 32,493
Travel 2,287 502 11,466 - - 14,255 11,645 444 26,344
Meetings 6,284 720 3,915 - - 10,919 10,800 3,382 25,101
Postage 7,889 677 8,029 102 - 16,697 6,040 5,137 27,874
Feed 25,404 7 6,225 - - 31,636 - - 31,636
Taxes and licenses 4,796 2,632 4,691 770 - 12,889 2,050 650 15,589
Uniforms 6,562 332 - - - 6,894 161 - 7,055
Scholarships - - 500 - - 500 - - 500

Total supplies and services 594,487 428,807 858,759 223,221 27,604 2,132,878 405,006 320,454 2,858,338

$ 2,657,974 $ 1,382,008 $ 2,253,610 $ 323,209 $ 27,604 $ 6,644,405 $ 1,117,086 $ 835,493 $ 8,596,984

The accompanying notes are an integral part of these financial statements.
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Marin Humane Society
dba Marin Humane

Statements of Cash Flows
For the Years Ended June 30, 2018 and 2017

2018 2017

Cash flows from operating activities
Change in net assets $ 1,332,491 $ 617,728
Adjustments to reconcile changes in net assets to net cash

provided by (used in) operating activities
Depreciation 316,686 309,929
Donations of investments (363,576) (178,408)
Net realized and unrealized gains on investments (475,614) (790,144)
Loss on disposal of property and equipment 1,000 -
Contributions restricted for long-term purposes (34,188) (116,628)
Changes in operating assets and liabilities

Accounts receivable, net (16,083) (269,589)
Prepaid expenses and other assets 6,874 45,252
Contributions and grants receivable, net 18,967 (137,470)
Inventory 4,078 (581)
Accounts payable (49,545) (166,002)
Accrued expenses (12,706) 74,143
Deferred revenue 12,205 (750)

Net cash provided by (used in) operating activities 740,589 (612,520)

Cash flows from investing activities
Purchase of property and equipment (286,996) (258,159)
Purchase of investments (2,708,519) (3,085,727)
Proceeds from the sale or maturity of investments 2,494,280 3,155,294

Net cash used in investing activities (501,235) (188,592)

Cash flows from financing activities
Collection of contributions restricted for long-term purposes 5,000 116,628

Net cash provided by financing activities 5,000 116,628

Net increase (decrease) in cash and cash equivalents 244,354 (684,484)

Cash and cash equivalents, beginning of year 490,683 1,175,167

Cash and cash equivalents, end of year $ 735,037 $ 490,683

The accompanying notes are an integral part of these financial statements.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

1. ORGANIZATION

Marin Humane Society, dba Marin Humane ("Marin Humane"), is a nonprofit corporation
organized in 1907.  In 2017, Marin Humane created its dba as part of a rebranding project to
better articulate its mission and purpose.  Marin Humane is not a chapter or affiliate of any other
animal welfare organization.  Principally serving Marin County, California, Marin Humane's
work and impact go beyond the county borders. Marin Humane is committed to a world in which
animals are treated with compassion and respect and where resources are readily available to
those who require support for the animals in their lives. Marin Humane envisions a humane world
for every animal.

Marin Humane's core essence is to use their hearts and minds to transform the lives of animals
and people.  Its mission is to transform lives through exceptional animal care, humane education,
and advocacy. The mission is carried out 24 hours a day, 365 days a year, through many
programs and services for the community. Since 1979, Marin Humane has contracted with a Joint
Powers Agency ("JPA"), comprised of Marin County and its 11 cities and towns, to provide
animal services to all the cities and towns as well as unincorporated Marin County.  Marin
Humane's Animal Services program is responsible for responding to animal-related complaints,
investigating animal cruelty and neglect cases, rescuing animals in distress, assisting with lost and
found animal reports, administering dog licensing, and enforcing county and municipal animal
ordinances.  Marin Humane also responds to wildlife calls and is recognized by the County of
Marin as a first responder for animal-related needs in the event of a disaster.

Marin Humane responded to a number of disasters during the year ended June 30, 2018.  Marin
Humane raised money for Houston SPCA to support its efforts during the hurricane, took in
adoption animals from Florida to alleviate the burden on the shelters there and became an
emergency evacuation site for the animals of people evacuated during the Napa/Sonoma fires.
Marin Humane's Animal Services officers also deployed to Sonoma County to assist the teams
during the disaster.

Best known for operating the animal shelter and adoption center on its Novato campus Marin
Humane provides shelter services for thousands of animals surrendered by their guardians, found
lost or stray, and transferred from overcrowded or underresourced shelters. In 2015, Marin
Humane opened a satellite cat adoption center ("Kitty Corner") in San Anselmo. Marin Humane's
Behavior & Training department assesses the temperament of all animals prior to their being
made available for adoption; in the best interest of the animals, there is no set time limit for an
animal once it has been made available for adoption. The Clinic and veterinary team medically
evaluate and treat all shelter animals as well as operate a Spay/Neuter and low-cost vaccination
Clinic that is open to the public. Volunteers are active in all departments, including fostering
animals who may be too young, in need of home treatment and recuperation, or need extra care
before becoming available for adoption.

Educational programs are offered to people of all ages, including two humane law academies,
classroom presentations, dog and cat training classes, workshops, summer camps, and after
school youth programs.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

1. ORGANIZATION (continued)

Marin Humane's Community Engagement department provides free pet food and assistance to the
pets of hundreds of low income seniors throughout Marin County.  In March 2018, Marin
Humane began fundraising to support efforts to expand its pet food and pet care assistance to any
qualified pet guardian in Marin County.  Marin Humane will launch the Pet Safety Net program
on July 1, 2018.  The goal of the Pet Safety Net program is to provide needy pet guardians with
resources to keep their pet in their home as long as possible.  Marin Humane also coordinates
teams of volunteers and their trained dogs to offer reading programs in local schools and libraries
as well as thousands of visits to hospitals, senior communities, hospice facilities, and others.

Marin Humane has a retail store (Animal Outfitters) which offers adopters the basic items they
need for taking their companion home, Marin Humane branded items, and supplies for dog
training. For over 50 years, auxiliary volunteers have operated a Thrift Shop in San Anselmo.
Revenues from the Thrift Shop support the Spay/Neuter Clinic.

All of the programs and services at Marin Humane are intended to bring animals and humans
together, forging a bond that not just impacts people's homes but makes neighborhoods happier
and healthier.

During the year ended June 30, 2018, Marin Humane received and cared for 5,721 animals,
including 1,182 wildlife.  Marin Humane rehomed a total of 2,397 animals, returned 1,229
animals to their guardians, transferred 584 animals to other animal organizations, transferred 761
wildlife to a licensed wildlife rehabilitation center, and released two wildlife back into their
habitat during the year ended June 30, 2018.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation

Marin Humane's financial statements have been prepared on the accrual basis of accounting and
presented on the basis of unrestricted, temporarily restricted and permanently restricted net assets,
in accordance with accounting principles generally accepted in the United States of America
("U.S. GAAP"). 

 Unrestricted net assets - net assets not subject to donor-imposed restrictions.

 Temporarily restricted net assets - net assets subject to donor-imposed restrictions that may or

will be met by actions of Marin Humane and/or the passage of time.  Temporarily restricted

net assets also include the portion of donor-restricted endowment funds that are not classified

as permanently restricted, until such funds are appropriated for expenditure by Marin Humane.

 Permanently restricted net assets - net assets subject to donor-imposed restrictions that they be

maintained permanently by Marin Humane.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of accounting and financial statement presentation (continued)

Revenues are reported as increases in unrestricted net assets unless use of the related assets is
limited by donor-imposed restrictions.  Expenses are reported as decreases in unrestricted net
assets.  Investment income and gains or losses on investments and other assets or liabilities are
reported as increases or decreases in unrestricted net assets unless their use is restricted by
explicit donor restriction or by law.  Expirations of temporary restrictions on net assets (i.e., the
donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are
reported as reclassifications between the applicable classes of net assets.

Revenue recognition

Revenue, other than from contributions, bequests, and unconditional grants, is recognized in the
period in which the service has been provided.  Animal services, veterinary fees, and educational
program revenue is recognized when services are provided. 

Contributions

Contributions received and promises to give are reported as unrestricted, temporarily restricted, or
permanently restricted, depending on donor restrictions (if any).

Contributions, including unconditional promises to give, are recognized as revenues in the period
the promise is received.  Conditional promises to give are not recognized until they become
unconditional, which is when the conditions on which they depend are substantially met.
Contributions that are promised in one year but are not expected to be collected until after the end
of that year are considered contributions receivable and are recorded at fair value by discounting
at an appropriate discount rate commensurate with the risks involved.  Amortization of any such
discounts is recorded as additional contribution revenue in accordance with donor-imposed
restrictions, if any, on the contributions.  An allowance for doubtful contributions receivable is
provided based upon management's judgment including such factors as prior collection history,
type of contribution, and current aging of the promise to give.

Donated materials, services, and equipment

Donated materials and equipment are recorded based on the estimated fair value at the date the
contribution is made.  Donated services are recognized as contribution revenue for certain
services received at the fair value of those services, if the services (a) create or enhance non-
financial assets, or (b) require specialized skills that are provided by individuals possessing those
skills, and would be purchased if not donated.  

Over 675 unpaid volunteers have made significant contributions of their time to Marin Humane.
Throughout the year, volunteers provided services to all programs and departments; the value of
these services is not recognized as contributions in the financial statements since the recognition
criteria were not met.  
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Donated materials, services, and equipment (continued)

Donated materials and services received during each year were valued as follows:

2018 2017

Legal services $ 6,630 $ 89,639
Kitty Corner rent 21,450 21,450
Other services 68,192 112,958

96,272 224,047
Contributed supplies 56,974 48,524
Other contributed goods 7,055 14,545

$ 160,301 $ 287,116

Cash and cash equivalents

Marin Humane considers all highly liquid investments with original maturities of three months or
less when purchased to be cash equivalents.  Marin Humane places its cash and temporary cash
investments with high quality institutions.  Periodically, such deposits may be in excess of
federally insured limits.

Investments

Investments primarily include corporate stocks, real estate funds, and government and corporate
bonds.  Purchased investments in equity and debt securities with readily determinable fair values
are reported at fair value based upon quoted market prices.  Investments received by donation are
recorded at the fair value at the date of donation.

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

11



Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair value measurements

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date.  Marin Humane
determines the fair values of its assets and liabilities based on the fair value hierarchy that
includes three levels of inputs that may be used to measure fair value (Level 1, Level 2, and Level
3).  Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that Marin Humane has the ability to access at the measurement date.  An active market
is a market in which transactions occur with sufficient frequency and volume to provide pricing
information on an ongoing basis.  Level 2 inputs are inputs other than quoted prices that are
observable for the asset or liability, either directly or indirectly.  Level 3 inputs are unobservable
inputs for the asset or liability.  Unobservable inputs reflect Marin Humane's own assumptions
about the assumptions market participants would use in pricing the asset or liability (including
assumptions about risk).  Unobservable inputs are developed based on the best information
available in the circumstances and may include Marin Humane's own data.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair
value hierarchy.  In such cases, the determination of which category within the fair value
hierarchy is appropriate for any given investment is based on the lowest level of input that is
significant to the fair value measurement.  Marin Humane's assessment of the significance of a
particular input to the fair value measurement in its entirety requires judgment and considers
factors specific to the investment.

Management has adopted, as a practical expedient, to measure the fair value of investments which
(a) do not have a readily determinable fair value and (b) prepare their financial statements
consistent with the measurement principles of an investment company or have the attributes of an
investment company, on the basis of the net asset value ("NAV") per share of the investment (or
its equivalent) if the NAV of the investment (or its equivalent) is calculated in a manner
consistent with the measurement principles of accounting for investment companies as of the
entity's measurement date.  The relevant guidance also requires disclosures by major category of
investment about the attributes of investments.  Management has elected to adopt the practical
expedient for its investment in a limited partnership.

Inventory

Animal Outfitters store merchandise and supplies inventory is stated at lower of cost (on a first-
in, first-out basis) or net realizable value.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment

Property and equipment are recorded at cost if purchased, or if donated, at the estimated fair value
on the date of the donation.  Marin Humane generally capitalizes property and equipment with a
cost greater than $5,000 and a life expectancy of more than three years.  Maintenance and repair
costs are charged to operations as incurred.  Depreciation is computed using the straight-line
method over the estimated useful lives of the assets, which ranges from three to fifty years.

Functional expenses

The costs of providing Marin Humane's various programs and supporting activities have been
summarized on a functional basis in the statements of activities and are detailed on the statements
of functional expenses.  During the year, costs are classified as direct or indirect; indirect, or
shared costs, are allocated among program and support services using an allocation methodology
based upon time studies, full-time equivalents in the functional categories, and full-time
equivalents including volunteers in the functional categories.

Income tax status

Marin Humane is a qualified organization exempt from Federal income and California franchise
taxes under the provisions of Sections 501(c)(3) of the Internal Revenue Code and 23701(d) of
the California Revenue and Taxation Code, respectively.  Marin Humane recognizes the effect of
income tax positions only if those positions are more likely than not of being sustained and
changes in recognition or measurement are reflected in the period in which the change in
judgment occurs.  Marin Humane has evaluated its current tax positions and has concluded that as
of June 30, 2018 and 2017, it does not have any significant tax positions for which a reserve
would be necessary.

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 the reported amounts of assets and liabilities, and disclosure of contingent
assets and liabilities, at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period.  Actual results could differ from those estimates.  Uses
of estimates include, but are not limited to, accounting for allocation of operating expenses and
depreciation.

Subsequent events

Marin Humane has evaluated subsequent events through November 14, 2018, the date the
financial statements were available to be issued.  No subsequent events have occurred that would
have a material impact on the presentation of Marin Humane's financial statements.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

3. CONTRIBUTIONS AND GRANTS RECEIVABLE

Unconditional promises to give and grants, which are not expected to be collected until after the
year promised or granted, are reflected in the accompanying statements of financial position as
contributions and grants receivable and revenue in appropriate net asset category.  Contributions
receivable are recorded using discount rates ranging from 2.33% to 2.81% for the year ended
June 30, 2018 and discount rates ranging from 0.87% to 1.85% for the year ended June 30, 2017.

Contributions and grants receivable consist of the following:

2018 2017

Receivable in less than one year $ 90,188 $ 44,708
Receivable in one to five years 70,000 105,000

160,188 149,708
Less: discount to present value (7,447) (7,188)

$ 152,741 $ 142,520

4. INVESTMENTS

Investments consist of the following:

2018 2017

Equities $ 5,925,012 $ 5,466,288
Fixed income securities 4,032,740 3,544,217
Real estate securities 526,436 467,154
Investment in limited partnership 91,155 91,155
Pre-IPO stock 46,900 -

$ 10,622,243 $ 9,568,814

Investment earnings during the years consist of the following:

2018 2017

Interest and dividends, net $ 173,556 $ 149,922
Realized and unrealized gains 475,614 790,144

$ 649,170 $ 940,066

Marin Humane incurred investment expenses totaling $56,696 and $68,726 for the years ended
June 30, 2018 and 2017, respectively; interest and dividends income is presented net of
investment expenses in the accompanying statements of activities.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

5. FAIR VALUE MEASUREMENTS

The following table sets forth by level, within the fair value hierarchy, Marin Humane's assets at
fair value as of June 30, 2018:

Level 1 Level 2 Level 3 Total

Equities $ 5,925,012 $ - $ - $ 5,925,012
Fixed income securities 4,032,740 - - 4,032,740
Real estate securities 526,436 - - 526,436
Investment in limited partnership - - 91,155 91,155
Pre-IPO stock - - 46,900 46,900

$10,484,188 $ - $ 138,055 $10,622,243

The following table sets forth by level, within the fair value hierarchy, Marin Humane's assets at
fair value as of June 30, 2017:

Level 1 Level 2 Level 3 Total

Equities $ 5,466,288 $ - $ - $ 5,466,288
Fixed income securities 3,544,217 - - 3,544,217
Real estate securities 467,154 - - 467,154
Investment in limited partnership - - 91,155 91,155

$ 9,477,659 $ - $ 91,155 $ 9,568,814

The following table sets forth a summary of changes in the fair value of Level 3 investments for
the year ended June 30, 2018:

Limited
Partnership Pre-IPO Stock Total

Balance, beginning of year $ 91,155 $ - $ 91,155

Donation of pre-IPO stock - 46,900 46,900

Balance, end of year $ 91,155 $ 46,900 $ 138,055
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

5. FAIR VALUE MEASUREMENTS (continued)

The following table sets forth a summary of changes in the fair value of Level 3 investments for
the year ended June 30, 2017:

Limited partnership, beginning of year $ -

Contribution of interest in limited partnership 91,155

Limited partnership, end of year $ 91,155

6. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2018 2017

Land $ 252,597 $ 252,597
Buildings and improvements 8,377,735 8,169,103
Furniture and fixtures 644,157 653,400
Equipment 168,275 150,281
Vehicles 358,066 379,595

9,800,830 9,604,976
Accumulated depreciation (4,667,198) (4,440,654)

$ 5,133,632 $ 5,164,322

Depreciation expense totaled $316,686 and $309,929 for the years ended June 30, 2018 and 2017,
respectively.

7. ACCRUED EXPENSES

Accrued expenses consist of the following:

2018 2017

Accrued vacation $ 294,304 $ 255,209
Accrued salaries and wages 96,305 151,244
Retirement plan contributions payable 123,025 108,488
Other accrued expenses 2,869 14,268

$ 516,503 $ 529,209
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

8. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consist of the following:

2018 2017

Unexpended endowment earnings $ 480,640 $ 408,242
Pet Safety Net funds 216,686 -
Time restricted funds 122,553 83,410
Capital asset projects 57,894 241,079
Thrift shop bequest 50,000 -
Behavior and Training funds 30,600 20,000
The Joe Willie Project funds 18,317 39,288
Pen Pals of San Quentin Program funds 7,484 10,818
Community Engagement funds 6,572 58,526
Other 29,966 28,206

$ 1,020,712 $ 889,569

9. ENDOWMENT

Marin Humane's endowment consists of several individual donor-restricted endowment funds
established for a variety of purposes.  As required by generally accepted accounting principles,
net assets associated with endowment funds, including funds designated by the Board of
Directors to function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions.

Interpretation of relevant law

Marin Humane's Board of Directors has interpreted the California enacted version of 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 absent
explicit donor stipulations to the contrary.  As a result of this interpretation, Marin Humane
classifies as permanently restricted net assets (a) the original value of gifts donated to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment,
and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund.  The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by Marin Humane in a manner consistent with the standard of prudence prescribed
by UPMIFA.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

9. ENDOWMENT (continued)

Interpretation of relevant law (continued)

In accordance with UPMIFA, Marin Humane 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 Marin Humane

(7) The investment policies of Marin Humane

Return  objectives and risk parameters

Marin Humane has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding to programs supported by its endowment while seeking
to maintain the purchasing power of the endowment assets.  The return objectives are to provide
reasonable and stable returns to supplement the operating budget, provide liquidity for the
operation of Marin Humane, and support the long-term viability of Marin Humane through
accumulation of reserves as well as to assure donors that Marin Humane manages its endowment
funds prudently.  The primary investment objectives are to preserve capital, maintain an
adequately balanced portfolio, and distribute income.  Marin Humane's investment policy
includes social responsibility guidelines; Marin Humane avoids investing in companies which
may harm or exploit animals or harm the environment.  Endowment assets are invested in a
diversified asset mix, including cash, cash equivalents, fixed income securities, and equity
securities.

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 UPMIFA requires Marin Humane to retain as a
fund of perpetual duration.  There were no such deficiencies as of June 30, 2018 and 2017.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

9. ENDOWMENT (continued)

Strategies employed for achieving objectives

To satisfy its long-term rate-of-return objectives, Marin 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).  Marin Humane targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives of maintaining the purchasing power of the endowment while producing stable
income within prudent risk constraints.

Spending policy

Marin Humane has a policy of transferring any investment returns, other than those which are
stipulated by the donor to remain in perpetuity, to either temporarily or unrestricted net assets.
Marin Humane is reinvesting the interest and gains to allow its investments to grow annually after
distributions to fund future operations.  This is consistent with Marin Humane's objective to
maintain the purchasing power of the endowment assets held in perpetuity or for a specified term
as well as provide additional real growth through new gifts and investment returns.

Endowment composition

Endowment net asset composition by type of fund as of June 30, 2018 is as follows:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted endowment funds $ - $ 480,640 $ 1,522,826 $ 2,003,466

Endowment net asset composition by type of fund as of June 30, 2017 is as follows:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-restricted endowment funds $ - $ 408,242 $ 1,494,480 $ 1,902,722

19



Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

9. ENDOWMENT (continued)

Endowment composition (continued)

Changes in endowment net assets for the fiscal year ended June 30, 2017 is as follows:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Balance, June 30, 2016 $ - $ 299,979 $ 1,447,450 $ 1,747,429

Investment return
Investment income, net - 23,535 - 23,535
Net appreciation - 84,728 47,030 131,758

Total investment return - 108,263 47,030 155,293

Balance, June 30, 2017 $ - $ 408,242 $ 1,494,480 $ 1,902,722

Changes in endowment net assets for the fiscal year ended June 30, 2018 is as follows:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Balance, June 30, 2017 $ - $ 408,242 $ 1,494,480 $ 1,902,722

Investment return
Investment income, net - 25,590 - 25,590
Net appreciation - 46,808 28,346 75,154

Total investment return - 72,398 28,346 100,744

Balance, June 30, 2018 $ - $ 480,640 $ 1,522,826 $ 2,003,466

10. RETIREMENT PLAN

Marin Humane maintains a defined contribution plan (the "Plan") covering all employees who
have completed the service requirement of one year and worked at least 1,000 hours.  The Plan is
a 403(b) elective deferral plan which provides for discretionary contributions to be made by
eligible employees.  Marin Humane provides a 3% matching contribution for eligible employees;
the Plan also provides for discretionary contributions to be made by Marin Humane on behalf of
plan participants. Discretionary contributions are determined annually by the Board of Directors;
discretionary contributions totaled 3% of eligible compensation for the years ended June 30, 2018
and 2017.  Participants become fully vested in employer matching and discretionary contributions
over a period of five years.  Marin Humane made contributions to the Plan totaling $211,460 and
$199,706  for the years ended June 30, 2018 and 2017, respectively.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

11. COMMITMENTS AND CONTINGENCIES

Obligations under operating lease

Marin Humane leases the retail space for its Thrift Shop under a non-cancelable operating lease
that expires in September 2021. The lease currently requires monthly payments of $1,700, which
are subject to nominal annual increases. 

The scheduled minimum lease payments under the lease terms are as follows:

Year Ending June 30,

2019 $ 21,795
2020 22,755
2021 23,442
2022 5,904

$ 73,896

Rent expense under the Thrift Shop operating lease agreement totaled $20,250 and $19,650 for
the years ended June 30, 2018 and 2017, respectively. 

In April 2015, Marin Humane entered into an agreement with a pet supply retailer under which
the pet supply retailer provides the space for Kitty Corner rent free.  The initial term of the lease
is five years.  The estimated fair value of the donated rent was $21,450 for the years ended
June 30, 2018 and 2017 and is reflected as a component of in-kind contributions and in-kind
expenses in the accompanying statement of activities.

Litigation

Marin Humane was a defendant in litigation brought by certain individuals based on claims that
Marin Humane acted wrongfully when it seized their horses.  In December 2016, this litigation
was settled and all claims against Marin Humane were dismissed with prejudice; all parties in the
action were responsible for their costs and legal fees.  Marin Humane received pro bono legal
services totaling $89,639 during the year ended June 30, 2017 primarily related to this litigation.
Marin Humane received donated legal services totaling $6,630 during the year ended June 30,
2018; services rendered were primarily in connection with Marin Humane's renegotiation of its
animal services contract with the JPA (see Note 1).  The fair value of legal services received was
based upon the number of hours contributed at appropriate billing rates and is reflected as an in-
kind contribution and expense in the accompanying statements of activities for the years ended
June 30, 2018 and 2017.
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Marin Humane Society
dba Marin Humane

Notes to Financial Statements
June 30, 2018 and 2017

12. CONCENTRATIONS

Revenue earned under Marin Humane's agreement for animal services with the JPA (see Note 1)
comprised 34% and 33% of Marin Humane's total  revenue, gains, and other support for the years
ended June 30, 2018 and 2017, respectively.  If a significant reduction in the revenue earned
under the JPA agreement were to occur, it could materially affect Marin Humane's programs and
financial position.

Grants from four organizations comprise approximately 74% of Marin Humane's total grant
revenue for the year ended June 30, 2018.  Grants from three organizations comprised
approximately 60% of Marin Humane's total grant revenue for the year ended June 30, 2017.
Contributions from one donor comprise approximately 12% of Marin Humane's total contribution
revenue for the year ended June 30, 2017.
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