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Independent Auditor’s Report 

To the Board of Directors 
Maryland SPCA, Inc. 

Opinion 

We have audited the accompanying financial statements of Maryland SPCA, Inc. (the Society), 
which comprise the statements of financial position as of December 31, 2021 and 2020, and the 
related statements of activities, functional expenses and cash flows for the years then ended, and the 
related notes to the financial statements. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Maryland SPCA, Inc. as of December 31, 2021 and 2020, 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.  Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.  We are 
required to be independent of Maryland SPCA, Inc. and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audits.  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 Maryland SPCA, 
Inc.'s ability to continue as a going concern within one year after the date that the financial statements 
are available to be issued. 



 

 Independent Auditor’s Report (Continued) 

Auditor’s 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 auditor’s 
report that includes our opinion.  Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with generally 
accepted auditing standards will always detect a material misstatement when it exists.  The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control.  Misstatements, including omissions, 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 generally accepted auditing standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the
audit.

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

 Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of Maryland SPCA, Inc.'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 Maryland SPCA, Inc.'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. 

Baltimore, Maryland 
May 16, 2022 
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MARYLAND SPCA, INC.
Statements of Financial Position
December 31, 2021 and 2020

2021 2020

Current Assets
Cash and cash equivalents 538,973$        1,201,496$     
Cash and cash equivalents, restricted 491,284 135,902

Total Cash and Cash Equivalents 1,030,257 1,337,398
Accounts receivable, net 1,140 11,949            
Contributions receivable 72,906 50,074
Pledges receivable (current portion) 130,627 50,480
Note receivable 3,000              6,000              
Inventory 20,730 34,116
Prepaid expenses 168,614 165,781          
Investments (current portion) 32,898,760 29,369,330

Total Current Assets 34,326,034 31,025,128

Property, net of accumulated depreciation 3,986,139 4,117,541

Other Assets
Pledges receivable (long-term portion) 214,877 -0-                   
Investments (long-term portion) 65,644            65,644            
Beneficial interest in endowment fund 251,737 224,887
Beneficial interest in gift annuities 153,088 137,061          

Total Other Assets 685,346 427,592

Total Assets 38,997,519$   35,570,261$   

Assets

 
 



 

The accompanying notes are an integral part of these financial statements. 
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2021 2020

Current Liabilities
Accounts payable 122,571$        171,302$        
Accrued expenses 299,006          295,954          

Total Current Liabilities 421,577 467,256

Commitments and Contingencies (Notes 13 and 14)

Net Assets
Without Donor Restrictions

Undesignated 28,634,135 27,809,648
Operating reserve 1,860,703 1,860,703
Capital reserve 4,413,838 2,699,157

Total without donor restrictions 34,908,676     32,369,508     
With Donor Restrictions 3,667,266 2,733,497

Total Net Assets 38,575,942 35,103,005

Total Liabilities and Net Assets 38,997,519$   35,570,261$   

Liabilities And Net Assets

 
 



 

-5- 

MARYLAND SPCA, INC.
Statements of Activities
Years Ended December 31, 2021 and 2020

Without Donor With Donor
Restrictions Restrictions Total

Support and Revenue
Contributions 2,633,674$     1,044,647$     3,678,321$     
Bequests and legacies 1,000,430 -0-                   1,000,430       
Government grants (PPP loan) 754,680 -0-                   754,680          
Adoptions 178,253 -0-                   178,253          
Admissions 15,734 -0-                   15,734            
Wellness clinic 458,839 -0-                   458,839          
Spay/neuter fees 259,845 -0-                   259,845          
Training programs 40,496 -0-                   40,496            
Special events, net of direct benefits to donors 273,814 -0-                   273,814          
Net investment return 3,128,733       243,041          3,371,774       
Change in value of beneficial interest

in endowment fund -0-                   26,850            26,850            
Change in value of beneficial interest

in gift annuities -0-                   16,027            16,027            
Miscellaneous 23,943 -0-                   23,943            
Net assets released from restrictions:

Satisfaction of program restrictions 320,116          (320,116)         -0-                   
Satisfaction of property acquistion restrictions 26,200            (26,200)           -0-                   
Expiration of time restrictions 50,480            (50,480)           -0-                   

Total Support and Revenue 9,165,237       933,769          10,099,006     

Expenses
Program services 5,247,020 -0-                   5,247,020
Support services

Management and general 351,904 -0-                   351,904
Fundraising 1,027,145 -0-                   1,027,145

Total Support Services 1,379,049 -0-                   1,379,049

Total Expenses 6,626,069 -0-                   6,626,069       

Change in Net Assets 2,539,168       933,769          3,472,937       

Net Assets at Beginning of Year 32,369,508 2,733,497       35,103,005

Net Assets at End of Year 34,908,676$   3,667,266$     38,575,942$   

2021

 
 



 

The accompanying notes are an integral part of these financial statements. 
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Without Donor With Donor
Restrictions Restrictions Total

2,493,984$     316,290$        2,810,274$     
3,206,922 -0-                   3,206,922       

754,597 -0-                   754,597          
134,554 -0-                   134,554          
14,880 -0-                   14,880            

700,069 -0-                   700,069          
120,370 -0-                   120,370          
16,835 -0-                   16,835            

251,253 -0-                   251,253          
3,195,234       252,164          3,447,398       

-0-                   17,817            17,817            

-0-                   35,821            35,821            
7,577 -0-                   7,577              

94,310 (94,310)           -0-                   
313,000 (313,000)         -0-                   

-0-                   -0-                   -0-                   
11,303,585     214,782          11,518,367     

5,300,318 -0-                   5,300,318       

382,382 -0-                   382,382          
1,012,122 -0-                   1,012,122       
1,394,504 -0-                   1,394,504       

6,694,822 -0-                   6,694,822

4,608,763       214,782          4,823,545       

27,760,745     2,518,715       30,279,460     

32,369,508$   2,733,497$     35,103,005$   

2020
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MARYLAND SPCA, INC.
Statements of Functional Expenses
Years Ended December 31, 2021 and 2020

Cost of
Program Management Direct Benefits
Services and General Fundraising to Donors Total

Personnel Expenses
Compensation 3,100,753$   223,293$      424,751$      -0-$                 3,748,797$   
Payroll taxes 217,013        17,082          32,493          -0-                   266,588        
Employee benefits 407,598        13,562          23,302          -0-                   444,462        
Retirement 8,676            2,179            4,145            -0-                   15,000          
  Total Personnel Expenses 3,734,040     256,116        484,691        -0-                   4,474,847     

Veterinary supplies and services 462,484        -0-                 -0-                 -0-                   462,484        
Direct mail campaign -0-                 -0-                 423,345 -0-                   423,345        
Facilities 250,155        17,643          33,560          -0-                   301,358        
Depreciation 269,091 839               4,196            -0-                   274,126        
Information technology 152,810        11,004          20,932          -0-                   184,746        
Animal care and food 82,382          -0-                 -0-                 -0-                   82,382          
Office supplies 55,930          16,405          7,662            -0-                   79,997          
Consultants 57,198          3,963            7,538            -0-                   68,699          
Credit card fees 68,367          -0-                 -0-                 -0-                   68,367          
Insurance 41,738          3,006            5,717            -0-                   50,461          
Education supplies and expenses 36,493          -0-                 -0-                 -0-                   36,493          
Printing and advertising 23,439          1,243            2,364            -0-                   27,046          
Professional fees -0-                 23,134          -0-                 -0-                   23,134          
Auto donation -0-                 -0-                 16,611          -0-                   16,611          
Other fundraising expenses -0-                 -0-                 15,957          -0-                   15,957          
Transport and offsite expenses 12,714          -0-                 -0-                 -0-                   12,714          
Staff recruitment and appreciation 69                 12,454          -0-                 -0-                   12,523          
Special events -0-                 -0-                 4,572            5,210 9,782            
Dues and subscriptions -0-                 3,552            -0-                 -0-                   3,552            
Provision for bad debts 110               -0-                 -0-                 -0-                   110               
Miscellaneous -0-                 2,545            -0-                 -0-                   2,545            

Total Expenses 5,247,020     351,904        1,027,145     5,210              6,631,279     

Less: Cost of direct benefits to donors -0-                 -0-                 -0-                 (5,210)             (5,210)           

Total expenses reported in the
statements of activities 5,247,020$   351,904$      1,027,145$   -0-$                 6,626,069$   

2021

 
 



 

The accompanying notes are an integral part of these financial statements. 
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Cost of
Program Management Direct Benefits
Services and General Fundraising to Donors Total

3,260,736$   233,442$      453,926$      -0-$                 3,948,104$   
227,920        17,858          34,725          -0-                   280,503        
311,670        21,131          27,241          -0-                   360,042        

-0-                 -0-                 -0-                 -0-                   -0-                 
3,800,326 272,431 515,892 -0-                   4,588,649

447,767 -0-                 -0-                 -0-                   447,767        
-0-                 -0-                 369,004 -0-                   369,004        

226,294        15,774          30,672          -0-                   272,740        
288,413 973               4,867            -0-                   294,253        
163,436        11,653          22,660          -0-                   197,749        

53,022          -0-                 -0-                 -0-                   53,022          
64,180 16,236          8,897            -0-                   89,313          
60,098          -0-                 -0-                 -0-                   60,098          
65,284          -0-                 -0-                 -0-                   65,284          
32,007          2,282            4,438            -0-                   38,727          
58,954          -0-                 -0-                 -0-                   58,954          

9,707            561               1,090            -0-                   11,358          
-0-                 23,815          -0-                 -0-                   23,815          
-0-                 -0-                 21,918 -0-                   21,918          
-0-                 -0-                 26,675          -0-                   26,675          

6,271            -0-                 -0-                 -0-                   6,271            
558 27,163          -0-                 -0-                   27,721          
-0-                 -0-                 6,009            4,432              10,441          
-0-                 3,431            -0-                 -0-                   3,431            

24,001          -0-                 -0-                 -0-                   24,001          
-0-                 8,063            -0-                 -0-                   8,063            

5,300,318     382,382        1,012,122     4,432              6,699,254     

-0-                 -0-                 -0-                 (4,432)             (4,432)           

5,300,318$   382,382$      1,012,122$   -0-$                 6,694,822$   

2020
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MARYLAND SPCA, INC.
Statements of Cash Flows
Years Ended December 31, 2021 and 2020

2021 2020

Cash Flows from Operating Activities
Change in net assets 3,472,937$     4,823,545$     
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Provision for bad debts 110                 24,001            
Depreciation 274,126          294,253          
Net gains on investments (2,838,006)      (3,039,826)      
Donated stock (159,600)         (207,785)         
Contributions restricted for investment in property (18,200)           (13,000)           
Change in value of beneficial interest in endowment fund (26,850)           (17,817)           
Change in value of beneficial interest in gift annuities (16,027)           (35,821)           
Changes in operating assets and liabilities:

Accounts receivable 10,699            (35,504)           
Contributions receivable (22,832)           66,166            
Pledges receivable (295,024)         (50,480)           
Inventory 13,386            (19,148)           
Prepaid expenses (2,833)             (19,452)           
Accounts payable (48,731)           83,883            
Accrued expenses 3,052              80,312            

Net Cash Provided by Operating Activities 346,207          1,933,327       

Cash Flows from Investing Activities
Proceeds from sales of investments 2,749,577       575,059          
Purchases of investments (3,441,001)      (1,180,511)      
Net proceeds from the sale of donated stock 159,600          207,785          
Payments received on note receivable 3,000              -0-                   
Purchases of property (142,724)         (724,022)         

Net Cash Used in Investing Activities (671,548)         (1,121,689)      

Cash Flows from Financing Activities
Contributions restricted for investment in property 18,200            13,000            

Net Increase (Decrease) in Cash, Cash Equivalents
and Restricted Cash (307,141)         824,638          

Cash, Cash Equivalents and Restricted Cash -
Beginning of Year 1,337,398       512,760          

Cash, Cash Equivalents and Restricted Cash -
End of Year 1,030,257$     1,337,398$     

 
 



 

The accompanying notes are an integral part of these financial statements. 
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2021 2020

Reconciliation to Cash, Cash Equivalents and Restricted 
Cash on the Statements of Financial Position

Cash and cash equivalents 538,973$        1,201,496$     
Cash and cash equivalents, restricted 491,284          135,902          

Cash, Cash Equivalents, and Restricted Cash
on the Statements of Cash Flows 1,030,257$     1,337,398$     

Supplemental Disclosure of Cash Flow Information:

Noncash Investing and Financing Activities:
Acquisitions of property 142,724$        266,577$        
Less change in property-related accounts payable -0-                   457,445          

Cash paid for acquisitions of property (included in cash 
flows from investing activities) 142,724$        724,022$        

 
 



MARYLAND SPCA, INC. 
Notes to Financial Statements 
December 31, 2021 and 2020 
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Note 1:  Nature of Organization and Summary of Significant Accounting Policies 

Maryland SPCA, Inc. (the Society), has been recognized by the Internal Revenue Service (IRS) as a 
not-for-profit, tax-exempt Society as defined by Section 501(c)(3) of the Internal Revenue Code (IRC) that is 
publicly supported and, therefore, is not a private foundation.  The Society is an animal welfare organization 
founded in 1869 to provide food, water, and shelter to the area’s unwanted and abandoned animals.  The 
Society’s mission is to improve the lives of pets and people in the community.  Through annual fundraising 
and other revenue generating efforts the Society also promotes the respect, love, and welfare of all animals 
through specialized programs and education.  The Society helps find homes for unwanted dogs and cats 
through an adoption program; provides shelter for abandoned and neglected animals; provides spay/neuter 
and wellness programs; and provides a lost and found service. 

The accounting and reporting policies of the Society conform to accounting principles generally 
accepted in the United States of America.  Following is a description of the most significant of those policies: 

Use of Estimates:  The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make estimates and assumptions that 
affect the amounts reported in the financial statements and accompanying notes.  Actual results 
could differ from those estimates. 

Cash and Cash Equivalents:  The Society classifies all investments which are readily 
convertible to cash (except for investments held by investment custodians) and which have a 
maturity of three months or less when purchased as cash equivalents. 

Accounts Receivable and Allowance for Doubtful Accounts:  Receivables, which are for 
services provided, are carried at the amount billed, less an allowance for doubtful accounts.  A 
provision is made for doubtful accounts based on anticipated collection losses.  Estimated 
losses are generally determined from a review of outstanding accounts receivable and historical 
collection experience.  Receivables are written off by management when, in its determination, 
all collection efforts have been exhausted.  Management recorded an allowance for doubtful 
accounts of $-0- and $23,578 as of December 31, 2021 and 2020, respectively. 

Contributions and Pledges Receivable:  Unconditional promises to give are recorded as 
contributions and pledges receivable and recognized as revenue in the period the contribution 
or pledge is received.  A provision is made for uncollectible contributions and pledges based 
on anticipated collection losses.  Estimated losses are generally determined from historical 
collection experience and a review of outstanding contributions and pledges receivable.  
Contributions and pledges receivable are written off by management when, in its determination, 
all appropriate collection efforts have been taken.  The Society has not established an 
allowance for uncollectible contributions or pledges as of December 31, 2021 and 2020, since 
in the opinion of management, all outstanding contributions and pledges are considered 
collectible. 

Inventory:  Inventory, which is comprised of medical and other supplies, is stated at the 
lower of cost or net realizable value.  Cost is determined by the first-in, first-out (FIFO) method. 

Investments:  Investments with readily determinable fair values are reported at fair value 
in the statements of financial position.  Investments, whose fair values are not readily 
determinable, are recorded at cost.  Fair value is defined as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants 
at the measurement date.  Realized and unrealized gains and losses on investments for the 
year are reported in the statements of activities as part of net investment return. 



MARYLAND SPCA, INC. 
Notes to Financial Statements 
December 31, 2021 and 2020 
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Note 1:  Nature of Organization and Summary of Significant Accounting Policies (Continued) 

Property and Depreciation:  Property is recorded at cost or, if donated, at fair value at 
the date of gift, less accumulated depreciation.  It is the Society’s policy to capitalize all property 
acquisitions in excess of $500 having useful lives of longer than one year.  Expenditures for 
maintenance and routine repairs are charged to expense as incurred; expenditures for 
improvements and major repairs that materially extend the useful lives of assets are capitalized.  
Depreciation is computed using the straight-line method and is charged to expense over the 
estimated useful lives of the assets as follows: 

Building and improvements  10-39 years
Furniture and equipment    3-20 years
Motor vehicles   7-10 years
Software 3-5 years

 

Beneficial Interest in Endowment Funds and Gift Annuities:  Generally Accepted 
Accounting Principles (GAAP) require not-for-profit beneficiaries of endowment funds and gift 
annuities held by unrelated parties to record, as a contribution and an asset, the present value 
of the estimated future cash receipts to be received from the endowment fund or gift annuity, 
over the life of the instrument.  Due to the perpetual nature of these funds held by The Baltimore 
Community Foundation, Inc. (BCF), the future cash flows from these funds cannot be 
estimated.  Under such circumstances, not-for-profits are permitted to base the present value 
measurement on the fair value of these funds.  Increases and decreases in these fund’s fair 
value are to be recorded as a change in value in the statements of activities. 

Net Assets:  Net assets, revenue, support, gains, and losses are classified based on the 
existence or absence of donor-imposed restrictions.  Accordingly, net assets and changes 
therein are classified and reported as follows: 

Net Assets without Donor Restrictions:  Net assets available for use in general 
operations and not subject to donor restrictions.  The governing board has 
designated, from net assets without donor restrictions, net assets for a reserve for 
future capital improvements and for future operations. 

Net Assets with Donor Restrictions:  Net assets subject to donor-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 are perpetual in nature, where the donor stipulates 
that resources be maintained in perpetuity. 

Revenue Recognition:  The Society derives revenue primarily from fees for services, 
grants, contributions, bequests and legacies, special events and net investment return.  Fees 
for services are recognized as revenue when the service is provided.  Special event and net 
investment return are recognized as revenue when earned.  Contributions are recognized in 
the year the contributions are pledged and/or received.  Conditional grants are earned and 
recognized as revenue in proportion to the related expenditures incurred or when all conditions 
of the grant have been substantially met.  Grants earned and contributions not yet received are 
recorded as contributions receivable.  Grant proceeds received in advance and not yet earned 
are recorded as deferred revenue. 



MARYLAND SPCA, INC. 
Notes to Financial Statements 
December 31, 2021 and 2020 
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Note 1:  Nature of Organization and Summary of Significant Accounting Policies (Continued) 

The Society recognizes revenue in the statements of activities and contract assets on 
the statements of financial position only when services have been provided.  Since the Society 
has performed its obligation under the contract, it has unconditional rights to the consideration 
recorded as contract assets and therefore classified those billed and unbilled contract assets 
as accounts receivable. 

Performance obligations are determined based on the nature of the goods and services 
provided.  Each of the Society’s revenue streams are treated as separate performance 
obligations, some of which are satisfied at a point in time and others are satisfied over a specific 
time period.  The Society determines the transaction price based on contractually agreed upon 
amounts or rates.  The Society disaggregates its revenue as follows: 

2021 2020

Performance obligations satisfied at a point in time:
Adoptions 178,253$      134,554$      
Admissions 15,734          14,880          
Wellness clinic 458,839        700,069        
Spay/neuter fees 259,845        120,370        

Performance obligations satisfied over time:
Training programs 40,496          16,835          

953,167$      986,708$      
 

Contributions and Grants:  Contributions received are recorded with donor restrictions or 
without donor restrictions, depending on the existence and/or nature of any donor restrictions. 
Contributions received that are restricted by donors for the acquisition or construction of 
property are released from restriction when the property is place in service. 

Recognition of Donor Restrictions:  All donor-restricted support is reported as an 
increase in net assets with donor restrictions.  Upon the expiration of a temporary restriction, 
net assets with donor restrictions are reclassified to net assets without donor restrictions in the 
statements of activities. 

Donated Services:  Donated services are recognized as contributions if the services 
(a) create or enhance nonfinancial assets or (b) require specialized skills, are performed by 
individuals with those skills, and would otherwise be purchased by the Society.  During the 
years ended December 31, 2021 and 2020, there were no donated services that met these 
definitions. 

In addition, a number of unpaid volunteers have made significant contributions of their 
time and services to the Society.  The value of this contributed time is not recorded as a 
contribution in these financial statements since the recognition criteria was not met. 

Functional Allocation of Expense:  The costs of providing various programs and other 
support activities have been summarized on a functional basis in the statements of activities 
and by natural classification in the statements of functional expenses.  Costs that cannot be 
specifically identified with a particular function and that benefit more than one functional 
category are allocated based on estimates such as time and effort expended by the staff on the 
various functions or other criteria. 



MARYLAND SPCA, INC. 
Notes to Financial Statements 
December 31, 2021 and 2020 
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Note 1:  Nature of Organization and Summary of Significant Accounting Policies (Continued) 

Advertising:  Advertising costs are charged to expense when incurred.  The Society had 
no significant direct-response advertising. Advertising expense for the years ended 
December 31, 2021 and 2020 was $6,180 and $1,842, respectively, and is included in printing 
and advertising on the statements of functional expenses. 

Income Taxes:  The Society is exempt from federal and state income taxes under IRC 
§501(c)(3).  Income that is not related to exempt purposes, less applicable deductions, is 
subject to federal and state income taxes.  The Society has no unrelated business income for 
the years ended December 31, 2021 and 2020.  Accordingly, no provision for income taxes is 
reflected in these financial statements. 

The Society’s federal exempt organization tax returns are subject to examination by the 
IRS, generally for a period of three years after the returns are filed. 

Recently Issued Accounting Pronouncements:  The Financial Accounting Standards 
Board (FASB) issued Accounting Standards Update (ASU) 2016-02, Leases which will be 
effective for fiscal years beginning after December 15, 2021.  The distinction between finance 
leases and operating leases is substantially similar to the distinction between capital leases 
and operating leases in the previous guidance for leases.  Lessor accounting is also largely 
unchanged.  For lessees, leases under both categories will be reported on the statement of 
financial position as a depreciable right-to-use asset and a related liability to make lease 
payments.  The asset and liability should be initially measured at the present value of the lease 
payments, including payments to be made in optional periods only if the lessee is reasonably 
certain to exercise an option to extend the lease or not to exercise an option to terminate the 
lease.  The asset will be depreciated and the liability will be reduced by the lease payments.  
For leases with a term of 12 months or less, a lessee is permitted to make an accounting policy 
election not to recognize lease assets and liabilities.  Management has elected not to early 
adopt this standard and will assess the future impact of any leases on the financial statements. 

In September 2020, the FASB issued ASU No. 2020-07, Not-for-Profit Entities (Topic 
958), Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial 
Assets which is effective for fiscal years beginning after June 15, 2021.  This ASU requires that 
contributed nonfinancial assets be reported as a separate line item in the statement of activities, 
as well as disclose the disaggregation of the contributed nonfinancial assets recognized by 
type, whether they are monetized or utilized during the reporting period, and if utilized, the 
programs or other activities in which these contributed nonfinancial assets were used.  
Management has elected not to early adopt this standard and will assess the future impact of 
any contributed nonfinancial assets on the financial statements. 

Reclassifications:  Certain amounts previously reported in the 2020 financial statements 
have been reclassified to conform to the financial statement presentation for the year ended 
December 31, 2021. 

Subsequent Events:  In preparing these financial statements, the Society has evaluated 
events and transactions for potential recognition or disclosure through May 16, 2022, the date 
the financial statements were available to be issued.  During the period from January 1, 2022 
through May 16, 2022, the Society did not have any material recognizable subsequent events. 
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Note 2:  Liquidity and Availability of Funds 

A summary of the financial assets available for general expenditure, that is, without donor or other 
restrictions limiting their use, within one year of the statements of financial position date comprise the 
following: 

2021 2020

Cash and cash equivalents 538,973$        1,201,496$     
Cash and cash equivalents, restricted 491,284          135,902          
Accounts receivable 1,140              11,949            
Contributions receivable 72,906            50,074            
Pledges receivable (current portion) 130,627          50,480            
Note receivable (current portion) 3,000              6,000              
Investments (current portion) 32,898,760     29,369,330     
Less: Net assets without donor restrictions, board designated (6,274,541)      (4,559,860)      
Less: Net assets with donor restrictions, net of time restrictions (2,851,293)      (2,255,425)      

Financial Assets Available for General Expenditure 25,010,856$   24,009,946$   
 

As part of the Society's liquidity management plan, the Society invests cash in excess of daily 
requirements in short-term investments and money market funds. 

In addition, the Board of Directors (the Board) of the Society has designated certain cash for future 
capital improvements and an operating reserve (Note 10).  Even though there is no intent of the Board to 
remove these designations, the Board could make these amounts available, as necessary. 

Note 3:  Note Receivable 

In July 2015, the Society entered into an agreement with an unrelated third party to provide them a 
right of easement on a specific portion of the Society's property.  As part of this agreement, the unrelated 
third party made a nonrefundable payment of $10,000 and entered into a promissory note in the amount of 
$15,000 as a final payment on this right of easement agreement.  The promissory note is non-interest bearing 
and payable in annual installments of $3,000 due in May of each year.  Future minimum payments as of 
December 31, 2021 are $3,000. 
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Note 4:  Pledges Receivable 

The Society is the recipient of unconditional promises to give as of December 31, 2021 and 2020, 
which are generally expected to be received as follows: 

2021 2020

Receivable in less than one year 130,627$      50,480$        
Receivable in one to five years 220,000        -0-                 

Total unconditional promises to give 350,627        50,480          
Less: Discount to net present value

(0.97% - 1.26% effective rate) (5,123)           -0-                 
Pledges receivable, net 345,504        50,480          
Long-term pledges receivable, net 214,877        -0-                 

Pledges receivable (current), net 130,627$      50,480$        
 

Note 5:  Investments 

A summary of the investment portfolio is as follows at December 31, 2021 and 2020: 

Fair Value Cost Fair Value Cost

Common stock index funds 18,374,888$   13,002,330$   16,073,184$   12,922,232$   
Bond index funds 9,331,552       9,493,603       8,988,005       8,726,847       
Common stocks 3,516,773       1,166,629       3,131,761       1,016,734       
Money market funds 1,740,549       1,740,549       1,242,024       1,242,024       
Exchange-traded funds 642                 642                 -0-                   -0-                   

Total investments 32,964,404     25,403,753$   29,434,974     23,907,837$   

Investments classified as long-term:
Endowment Funds 65,644            65,644            

Investments (current portion) 32,898,760$   29,369,330$   

2021 2020
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Note 5:  Investments (Continued) 

Net investment return consisted of the following for the years ended December 31, 2021 and 2020: 

Without With Without With
Donor Donor Donor Donor

Restrictions Restrictions Total Restrictions Restrictions Total

Investments
Interest and dividends 579,284$     39,243$     618,527$     447,660$     30,845$     478,505$     
Net gains 2,633,440    178,398     2,811,838    2,817,474    194,133     3,011,607    
Investment fees (83,991)        (5,690)        (89,681)        (69,900)        (4,816)        (74,716)        

Endowment Funds
Interest and dividends -0-                5,756         5,756           -0-                4,484         4,484           
Net gains -0-                26,168       26,168         -0-                28,219       28,219         
Investment fees -0-                (834)           (834)             -0-                (701)           (701)             

Net investment return 3,128,733$  243,041$   3,371,774$  3,195,234$  252,164$   3,447,398$  

2021 2020

 

Note 6:  Property 

Property consists of the following as of December 31, 2021 and 2020: 

2021 2020

Land 46,150$        46,150$        
Building and improvements 5,329,309 5,359,803
Furniture and equipment 803,792 1,085,049
Motor vehicles 331,386 331,386
Software 28,713 27,513          
Construction in progress 94,507          -0-                 

Total Cost 6,633,857     6,849,901     
Less:  Accumulated depreciation 2,647,718 2,732,360

3,986,139$   4,117,541$   
 

Note 7:  Beneficial Interest in Endowment Fund 

In 2005, the Society entered into an agreement with The Baltimore Community Foundation, Inc. 
(BCF), a tax-exempt §501(c)(3) Society, to establish an endowment fund with BCF to be known as "The MD 
SPCA Fund" (the Fund). 

The purpose of establishing the Fund was to encourage and enhance contributions, ensure perpetual 
continuity, and provide professional investment management of the Society's endowment fund.  As part of 
this agreement, the Board of the Society authorized the transfer of its own funds to BCF. 
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Note 7:  Beneficial Interest in Endowment Fund (Continued) 

The agreement for the Fund stipulates that the principal portion of the Fund will be held in perpetuity 
and that an amount of the net annual income earned by the Fund, as determined under the BCF’s spending 
policy, will be distributed to the Society for as long as the Society is in existence.  If for any reason the Society 
ceases operations, the agreement with BCF provides that this income will be used for a similar purpose. 

The fair value of the Fund held by BCF at December 31, 2021 and 2020 was $251,737 and $224,887, 
respectively, which has been reflected as an asset in the statements of financial position.  Gains of $26,850 
and $17,817, associated with the Fund’s change in fair value, have been recognized for the years ended 
December 31, 2021 and 2020, respectively, in the statements of activities.  The Fund made distributions of 
$-0- and $9,639 during the years ended December 31, 2021 and 2020, respectively. 

Note 8:  Beneficial Interest in Gift Annuities 

The Society is a 100% income beneficiary of gift annuities held by BCF.  The annuities provide for 
distributions to the Society that will be made under the terms of BCF’s spending policy for gift annuity funds, 
which is subject to amendment.  The Society will remain a beneficiary of the gift annuities in perpetuity. 

The fair value of these funds as of December 31, 2021 and 2020 were as follows: 

2021 2020

Carolyn Stafford Fund for the Maryland SPCA 54,699$        50,970$        
Anne Hancock Fund for the Maryland SPCA 98,389 86,091

153,088$      137,061$      
 

Gains of $16,027 and $35,821, associated with the change in fair value, have been recognized for the 
years ended December 31, 2021 and 2020, respectively, in the statements of activities. 

Note 9:  Fair Value Measurement 

GAAP establishes a framework for measuring fair value.  The framework provides a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives 
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1 
measurements) and the lowest priority to unobservable inputs (level 3 measurements). 

The three levels of the fair value hierarchy are as follows: 

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or 
liabilities in active markets. 

Level 2: Inputs to the valuation methodology include: 

 Quoted prices for similar assets or liabilities in active markets; 

 Quoted prices for identical or similar assets or liabilities in inactive markets; 

 Inputs other than quoted prices that are observable for the asset or liability; 

 Inputs that are derived principally from or corroborated by observable market data by 
correlation or other means. 

If the asset or liability has a specified (contractual) term, the Level 2 input must be 
observable for substantially the full term of the asset or liability. 
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Note 9:  Fair Value Measurement (Continued) 

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 

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

Money Market Funds:  Valued at original cost, which equals fair value. 

Common Stocks:  Valued at the closing price reported on the active market in which the 
individual securities are traded. 

Exchange-Traded Funds, Common Stock Index Funds and Bond Index Funds:  Valued 
at the last sales price reported in the active market in which the individual fund is traded. 

Corporate Bonds and U.S. Government Securities:  Valued using inputs such as 
benchmark yields, reported trades, broker/dealer quotes, and issuer spreads. 

Beneficial Interest in Endowment Funds and Gift Annuities:  Valued as described in 
Note 1. 

In determining the appropriate levels, the Society performs a detailed analysis of the assets and 
liabilities that are subject to fair value measurements. 

The table below presents the assets measured at fair value on a recurring basis by level within the 
hierarchy as of December 31, 2021: 

Total Level 1 Level 2 Level 3
December 31, 2021

Common stock index funds 18,374,888$   18,374,888$   -0-$               -0-$               
Bond index funds 9,331,552       9,331,552       -0-                 -0-                 
Common stocks 3,516,773       3,516,773       -0-                 -0-                 
Money market funds 1,740,549       1,740,549       -0-                 -0-                 
Exchange-traded funds 642                 642                 -0-                 -0-                 
Beneficial interest in endowment fund 251,737          -0-                   -0-                 251,737        
Beneficial interest in gift annuities 153,088          -0-                   -0-                 153,088        

33,369,229$   32,964,404$   -0-$               404,825$      
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Note 9:  Fair Value Measurement (Continued) 

The table below presents the assets measured at fair value on a recurring basis by level within the 
hierarchy as of December 31, 2020: 

Total Level 1 Level 2 Level 3
December 31, 2020

Common stock index funds 16,073,184$   16,073,184$   -0-$               -0-$               
Bond index funds 8,988,005       8,988,005       -0-                 -0-                 
Common stocks 3,131,761       3,131,761       -0-                 -0-                 
Money market funds 1,242,024       1,242,024       -0-                 -0-                 
Beneficial interest in endowment fund 224,887          -0-                   -0-                 224,887        
Beneficial interest in gift annuities 137,061          -0-                   -0-                 137,061        

29,796,922$   29,434,974$   -0-$               361,948$      
 

The change in investments for which the Society has used Level 3 inputs to determine fair value is as 
follows: 

2021 2020

Balance at beginning of year 361,948$      308,310$      
Change in value 42,877          53,638          

Balance at end of year 404,825$      361,948$      
 

Note 10:  Net Assets 

Net Assets without Donor Restrictions: 

Undesignated net assets without donor restrictions - Consists of the resources and obligations related 
to the daily operations of the Society. 

Board designated net assets without donor restrictions -  

Operating Reserve - The operating reserve consists of resources designated by the 
Board to be set aside to ensure the financial stability of the organization while positioning it to 
respond to varying economic conditions and changes affecting the organization’s financial 
position and securing the ability of the organization to continuously carry out its mission.  The 
operating reserve will be funded to contain at least three months of the annual operating 
expense budget.  Distributions from this reserve must be approved by the Board or its finance 
committee. 

Capital Reserve - The capital reserve consists of resources designated by the Board to 
be set aside for the following: to fund the annual capital budget, to provide an emergency fund 
for capital repairs/purchases and to fund building acquisition, construction and renovation 
projects.  Increases to the fund will be determined each year by the Board.  Earnings from 
investments held in the Capital Reserve will be added to the Capital Reserve.  Distributions 
from this fund must be approved by the Board. 
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Note 10:  Net Assets (Continued) 

Net Assets with Donor Restrictions: 

The Society has several restricted funds, a majority of which may be fully expended but only for the 
purpose established by the respective donors. 

Net assets with donor restrictions were available for the following purposes as of December 31, 2021: 

2020 2021
Net Investment Change Released from

Contributions Return* in Value Restrictions

Subject to expenditure for 
specified purpose:

Shearer Fund 1,818,224$    -0-$                209,423$       -0-$            -0-$                2,027,647$    
Brownie's Care Fund -0-                  336,231         -0-                  -0-              (6)                   336,225         
Cotton Fund 205,766         -0-                  31,090           -0-              -0-                  236,856         
Lucy Community Fund 135,902         146,930         -0-                  -0-              (127,773)        155,059         
Humane education/training -0-                  100,000         -0-                  -0-              (50,000)          50,000           
Celeste Hutton Library Fund 22,072           -0-                  2,528             -0-              (4,890)            19,710           
Pop-Up trainings 2,668             -0-                  -0-                  -0-              -0-                  2,668             
PawPlus Program 31,000           -0-                  -0-                  -0-              (30,198)          802                
Mansion renovations 20,000           -0-                  -0-                  -0-              (20,000)          -0-                  
Trail project 5,816             -0-                  -0-                  -0-              (5,816)            -0-                  
Other programs 13,977           115,982         -0-                  -0-              (107,633)        22,326           

2,255,425      699,143         243,041         -0-              (346,316)        2,851,293      

Subject to the passage of time:
Time restrictions (pledges receivable) 50,480           345,504         -0-                  -0-              (50,480)          345,504         

2,305,905      1,044,647      243,041         -0-              (396,796)        3,196,797      

Subject to spending policy or appropriation
Cotton Fund 65,644           -0-                  -0-                  -0-              -0-                  65,644           
Beneficial interest in endowment fund 224,887         -0-                  -0-                  26,850       -0-                  251,737         
Beneficial interest in gift annuities 137,061         -0-                  -0-                  16,027       -0-                  153,088         

427,592         -0-                  -0-                  42,877       -0-                  470,469         

2,733,497$    1,044,647$    243,041$       42,877$     (396,796)$      3,667,266$    

*  Includes realized and unrealized gains (losses)

Current Year Activity
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Note 10:  Net Assets (Continued) 

Net assets with donor restrictions were available for the following purposes as of December 31, 2020: 

2019 2020
Net Investment Change Released from

Contributions Return* in Value Restrictions

Subject to expenditure for 
specified purpose:

Shearer Fund 1,612,655$    -0-$                215,569$       -0-$            (10,000)$        1,818,224$    
Cotton Fund 173,764         -0-                  32,002           -0-              -0-                  205,766         
Lucy Community Fund -0-                  135,902         -0-                  -0-              -0-                  135,902         
PawPlus Program -0-                  31,000           -0-                  -0-              -0-                  31,000           
Celeste Hutton Library Fund 19,879           -0-                  4,593             -0-              (2,400)            22,072           
Mansion renovations 320,000         -0-                  -0-                  -0-              (300,000)        20,000           
Trail project 5,816             -0-                  -0-                  -0-              -0-                  5,816             
Pop-Up trainings 2,668             -0-                  -0-                  -0-              -0-                  2,668             
Humane education/training 7,644             -0-                  -0-                  -0-              (7,644)            -0-                  
Other programs 2,335             98,908           -0-                  -0-              (87,266)          13,977           

2,144,761      265,810         252,164         -0-              (407,310)        2,255,425      

Subject to the passage of time:
Time restrictions (pledges receivable) -0-                  50,480           -0-                  -0-              -0-                  50,480           

2,144,761      316,290         252,164         -0-              (407,310)        2,305,905      

Subject to spending policy or appropriation
Cotton Fund 65,644           -0-                  -0-                  -0-              -0-                  65,644           
Beneficial interest in endowment fund 207,070         -0-                  -0-                  17,817       -0-                  224,887         
Beneficial interest in gift annuities 101,240         -0-                  -0-                  35,821       -0-                  137,061         

373,954         -0-                  -0-                  53,638       -0-                  427,592         

2,518,715$    316,290$       252,164$       53,638$     (407,310)$      2,733,497$    

*  Includes realized and unrealized gains (losses)

Prior Year Activity

 

Cash and cash equivalents, restricted is composed of the Lucy Community Fund and Brownie’s Care 
Fund. 

The Society maintains the following two funds that are classified as temporary in nature: 

 Celeste Hutton Library Fund - This fund was established in memory of a former president 
of the Society.  The fund, along with any related investment income, is restricted for the 
library, including any educational and reference materials. 

 Shearer Fund - This fund, along with any related investment income, is restricted to 
education for the humane treatment, benefit and relief of animals. 
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Note 10:  Net Assets (Continued) 

The Society maintains the following endowment fund classified as permanent in nature, of which the 
original principal portion of the fund may not be expended: 

 Cotton Fund:  This fund was established according to the Will of Edyth J. Cotton.  The 
principal is permanently restricted.  The Society can use the investment income for general 
operations, as long as it does not become involved in vivisection and other experimentation 
with animals.  The accumulated income and gains (losses) are recorded as temporarily 
restricted net assets until released. 

FASB issued guidance on the net asset classification of donor-restricted endowment funds for a 
nonprofit organization that is subject to an enacted version of the Uniform Prudent Management of 
Institutional Funds Act of 2006 (UPMIFA).  This guidance also requires additional disclosures about an 
organization’s endowment funds (both donor-restricted endowment funds and board-designated endowment 
funds) whether or not the organization is subject to UPMIFA. 

The Board of the Society have interpreted the Maryland Uniform Prudent Management of Institutional 
Funds Act (MUPMIFA) 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, the Society classifies as net assets with donor restrictions (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, such as net realized and unrealized 
gains (losses). 

The remaining portion of the donor-restricted endowment fund that is not classified as net assets with 
donor restrictions that are perpetual in nature is classified as net assets with donor restrictions that are 
temporary in nature until those amounts are appropriated for expenditure by the Society in a manner 
consistent with the standard of prudence prescribed by MUPMIFA.  In accordance with MUPMIFA, the 
Society considers the following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds: (1) the duration and preservation of the various funds, (2) the purposes of the 
donor-restricted endowment funds, (3) general economic conditions, (4) the possible effect of inflation and 
deflation, (5) the expected total return from income and the appreciation of investments, (6) other resources 
of the Society, and (7) the Society’s investment policies. 

Investment Return Objectives, Risk Parameters and Strategies 

The Society has adopted investment and spending policies, approved by the Board, for endowment 
assets that attempt to provide a predictable stream of funding to programs supported by its endowment funds 
while also maintaining the purchasing power of those endowment assets over the long-term.  Accordingly, 
the investment process seeks to achieve an after-cost total real rate of return, including investment income 
as well as capital appreciation, which exceeds the annual distribution with acceptable levels of risk.  
Endowment assets are invested in a well-diversified asset mix that is intended to result in a consistent 
inflation-protected rate of return that has sufficient liquidity to make an annual distribution of not more than 
5%, while growing the funds if possible.  Therefore, the Society expects its endowment assets, over time, to 
produce an average annual rate of return that is approximately equal to the risk-free rate (the 10-year 
Treasury) plus a spread of 200 to 300 basis points over a full market cycle, estimated to be three to ten 
years, depending on market conditions.  Actual returns in any given year may vary from this amount.  
Investment risk is measured in terms of the total endowment fund. Investment assets and allocation between 
asset classes and strategies are managed to not expose the fund to unacceptable levels of risk. 
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Note 10:  Net Assets (Continued) 

Spending Policy 

The Society has a policy of appropriating for distribution each year not more than 5% of the average 
value of the endowment fund’s fair value over the trailing twelve quarters.  In establishing this policy, the 
Society considered the long-term expected return on its investment assets, the nature and duration of the 
individual endowment funds which must be maintained in perpetuity because of donor-restrictions, and the 
possible effects of inflation.  The Society’s objective is to maintain the purchasing power of the endowment 
assets as well as to provide additional real growth through new gifts and investment return. 

Endowment net asset composition by type of fund as of December 31, 2021 and 2020 is as follows: 

Without Total Net 
Donor Temporary Permanent Endowment

Restrictions in Nature in Nature Assets
December 31, 2021

Donor-restricted endowment funds -0-$             236,856$    65,644$      302,500$    
Beneficial interest in endowment fund -0-               -0-               251,737      251,737      
Beneficial interest in gift annuities -0-               -0-               153,088      153,088      

-0-$             236,856$    470,469$    707,325$    
December 31, 2020

Donor-restricted endowment funds -0-$             205,766$    65,644$      271,410$    
Beneficial interest in endowment fund -0-               -0-               224,887      224,887      
Beneficial interest in gift annuities -0-               -0-               137,061      137,061      

-0-$             205,766$    427,592$    633,358$    

With Donor Restrictions
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Note 10:  Net Assets (Continued) 

Changes in endowment net assets during the years ended December 31, 2021 and 2020 are as 
follows: 

Without Total Net 
Donor Temporary Permanent Endowment

Restrictions in Nature in Nature Assets
Endowment net assets,

December 31, 2019 -0-$             173,764$    373,954$    547,718$    
Contributions -0-               -0-               -0-               -0-               
Net investment return -0-               32,002        -0-               32,002        
Change in value of beneficial 

interest in endowment fund -0-               -0-               17,817        17,817        
Change in value of beneficial

interest in gift annuities -0-               -0-               35,821        35,821        
Amounts appropriated for
   expenditure -0-               -0-               -0-               -0-               

Endowment net assets,
December 31, 2020 -0-               205,766      427,592      633,358      

Contributions -0-               -0-               -0-               -0-               
Net investment return -0-               31,090        -0-               31,090        
Change in value of beneficial

interest in endowment fund -0-               -0-               26,850        26,850        
Change in value of beneficial

interest in gift annuities -0-               -0-               16,027        16,027        
Amounts appropriated for
   expenditure -0-               -0-               -0-               -0-               

Endowment net assets,
December 31, 2021 -0-$             236,856$    470,469$    707,325$    

With Donor Restrictions

 
 



MARYLAND SPCA, INC. 
Notes to Financial Statements 
December 31, 2021 and 2020 
 
 
 

-26- 

Note 11:  Paycheck Protection Program 

The Society applied for and received funds in the amount of $754,597 under the Paycheck Protection 
Program (PPP), which was created by the U.S. Federal Government as a result of the coronavirus pandemic.  
The proceeds were considered a forgivable loan, assuming certain qualified expenses, primarily payroll 
related expenses, were incurred during the period of eight-weeks to 24-weeks, commencing on the date of 
the loan agreement (April 16, 2020).  Any portion of this loan that did not qualify for forgiveness was subject 
to an interest rate of 1%.  The original loan document required monthly principal installments plus interest 
over an eighteen-month period commencing on November 16, 2020 with a maturity date of April 16, 2022.  
However, the repayment of the principal period was extended until 10 months after the end of the period of 
eight-weeks to 24-weeks.  The Society applied for and received full forgiveness of the PPP loan on 
November 6, 2020 and the proceeds have been included on the statements of activities as government 
grants (PPP Loan). 

In February 2021, the Society once again applied for and received additional funds in the amount of 
$754,680 under the Small Business Administration’s (SBA) PPP.  The proceeds were considered a 
forgivable loan, assuming certain qualified expenses, primarily payroll related expenses, were incurred 
during either a period of eight-weeks to 24-weeks, commencing on the date of the loan agreement (February 
8, 2021).  Any portion of this loan that did not qualify for forgiveness was subject to an interest rate of 1%.  
The loan document required monthly principal installments plus interest commencing one month after the 
earlier of: the date the SBA officially forgave only a portion of the loan; the date the SBA denied forgiveness; 
10 months after the end of the 24-week period; or 16 months after the loan proceeds were disbursed. The 
loan had a maturity date of February 8, 2026.  The Society applied for and received full forgiveness of the 
PPP loan on August 16, 2021 and the proceeds have been included on the statements of activities as 
government grants (PPP Loan). 

Note 12:  Pension Plan 

The Society has a 401(k) Profit-Sharing Plan that covers all employees, unless specifically excluded 
in the plan document.  Employees can begin making salary deferral and Roth contributions on their first day 
of employment, but their contributions are subject to limitations as set by the IRC.  Employees must complete 
one year of service to be eligible for any employer contributions to the plan.  The Society is not required to 
contribute to the plan, but may make discretionary employer contributions. 

The Society’s employer contributions to the plan was $15,000 and $-0- for the years ended 
December 31, 2021 and 2020, respectively. 

Note 13:  Operating Lease 

The Society has various lease agreements to rent copier equipment.  These leases expire between 
September 2023 and November 2025 and require total monthly lease payments in the amount of $2,473.  
Rent expense under these agreements was $23,451 and $34,434, respectively, for the years ended 
December 31, 2021 and 2020. 
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Note 13:  Operating Lease (Continued) 

Future minimum annual lease payments for each of the years subsequent to December 31, 2021 are 
as follows: 

Year ending December 31: 
2022 17,841$        
2023 15,947          
2024 10,266          
2025 9,411            

53,465$        
 

Note 14:  Self-Insurance Program - Unemployment Compensation Plan 

The Society has elected to maintain a self-funded unemployment compensation plan as a 
reimbursable employer as defined by the Department of Labor, Licensing and Regulation of the State of 
Maryland (the Department), whereby it pays qualified claims directly to the Department in lieu of submitting 
quarterly unemployment taxes.  In order to be eligible for self-funding, the Department requires that either a 
surety bond be posted or funds be held as collateral in the event that the Society would fail to pay its claims.  
The Department required collateral that the Society has satisfied with a surety bond in the amount of $47,014 
and $49,452 for the years ended December 31, 2021 and 2020, respectively. 

Note 15:  Certain Significant Risks and Uncertainties 

Cash and Cash Equivalents:  The Society maintains its cash balances in a single financial institution.  
Periodically during the year, the Society’s cash balances may exceed federally insured limits.  The Society 
has not experienced any losses in such accounts and believes it is not exposed to significant risk on cash 
balances. 

Investment Risk:  The Society invests in a professionally managed portfolio that may contain corporate 
stock, mutual funds, hedge funds, money market funds and other investments.  Such investments are 
exposed to various risks such as interest rate, market, and credit.  Due to the level of risk associated with 
such investments and the level of uncertainty related to changes in the value of such investments, it is at 
least reasonably possible that changes in risks in the near term could materially affect investment balances 
and the amounts reported in the financial statements. 

Note 16:  National Health Emergency 

In March 2020, the President of the United States declared a national emergency due to a viral 
pandemic.  The declaration of the national emergency and similar declaration by various states, and the 
outbreak of the virus itself, has had far reaching social, economic, and financial impacts on the United States.  
The pandemic continues and at this time the impact on the operations and financial status of the Society 
cannot be determined. 



www.gma-cpa.com




