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Independent Auditor’s Report 
 
 
Board of Directors  
Washington Animal Rescue League  
Washington, D.C. 
 
 
 
We have audited the accompanying financial statements of Washington Animal Rescue 
League (the “League”), which comprise the Statements of Financial Position as of December 
31, 2012 and 2011, and the related Statements of Activities and Changes in Net Assets, 
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 consolidated 
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 of material 
misstatement. 

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

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

Statements of  Financial Position

December 31, 2012 2011

Assets

Cash and cash equivalents 579,349$           848,524$           
Investments 7,831,836 8,329,131
Promises to give, net 1,454,760 212,816
Inventory 57,958 62,723
Prepaid expenses and other assets 144,080 109,715
Property and equipment, net 10,549,500 10,611,492
Deferred financing costs, net 183,365 235,755            
Beneficial interest in perpetual trusts 99,769 94,698

Total assets 20,900,617$     20,504,854$     

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses 177,895$          183,838$          
Notes payable 6,839,766        6,969,858         
Charitable gift annuities 93,839              84,185              

Total liabilities 7,111,500 7,237,881

Net assets
Unrestricted

Undesignated 8,037,009 8,878,917
Board designated 1,007,142 934,199

Total unrestricted net assets 9,044,151          9,813,116          
Temporarily restricted 1,498,854        212,816            
Permanently restricted 3,246,112 3,241,041

Total net assets 13,789,117        13,266,973        

Total liabilities and net assets 20,900,617$     20,504,854$     

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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Washington Animal Rescue League

Statement of Activities and Changes in Net Assets

Temporarily Permanently
Year Ended December 31, 2012 Unrestricted Restricted Restricted Total
Revenue and support

Contributions 2,269,788$     2,160,056$     -$             4,429,844$    
Adoption and hospital fees 606,049 -                -              606,049
Special events 94,321 -                -              94,321

Less: Costs of direct benefits to donors (10,642) -                  -               (10,642)
Donated stock 41,896           -                -              41,896           
In-kind contributions 264,256 -                -              264,256         
Interest and dividends, net 203,294 -                -              203,294         
Rental income 32,779 -                -              32,779           
Other income 72,479 -                -              72,479
Change in value of gift annuities (2,795)            -                -              (2,795)
Change in value of perpetual trusts -                 -                5,071           5,071
Net assets released from restrictions 874,018         (874,018)       -              -                

Total revenue and support 4,445,443 1,286,038 5,071 5,736,552

Expenses
Program services

Shelter operations 1,286,597 -                -              1,286,597
Hospital operations 1,437,997 -                -              1,437,997
Communications/humane education 1,303,974 -                -              1,303,974

Total program services 4,028,568 -                -              4,028,568
Supporting services

Management and general 893,795 -                -              893,795
Development / fundraising 978,115 -                -              978,115

Total supporting services 1,871,910 -                -              1,871,910

Total expenses 5,900,478      -                -              5,900,478      

Change in net assets before 
gain on investments (1,455,035) 1,286,038      5,071           (163,926)

Gain on investments 686,070 -                -              686,070

Change in net assets (768,965) 1,286,038 5,071 522,144

Net assets, beginning of year 9,813,116 212,816 3,241,041 13,266,973

Net assets, end of year 9,044,151$     1,498,854$     3,246,112$  13,789,117$  

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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Washington Animal Rescue League

Statement of Activities and Changes in Net Assets

Temporarily Permanently
Year Ended December 31, 2011 Unrestricted Restricted Restricted Total
Revenue and support

Contributions 1,966,552$   786,926$     -$              2,753,478$     
Adoption and hospital fees 486,629 -               -                486,629
Special events 141,101 -               -                141,101

Less: Costs of direct benefits to donors (115,622) -               -                (115,622)
Donated stock 47,890          -               -                47,890            
In-kind contributions 141,679 -               -                141,679          
Interest and dividends, net 186,200 -               -                186,200          
Rental income 41,200 -               -                41,200            
Other income 38,784 -               -                38,784            
Change in value of gift annuities (2,330)          -               -                (2,330)
Change in value of perpetual trusts -               -               (11,792)        (11,792)
Net assets released from restrictions 1,141,423     (1,141,423)   -                -                 

Total revenue and support 4,073,506 (354,497) (11,792) 3,707,217

Expenses
Program services

Shelter operations 1,030,921 -               -                1,030,921
Hospital operations 1,503,310 -               -                1,503,310
Communications/humane education 1,139,888 -               -                1,139,888

Total program services 3,674,119 -               -                3,674,119
Supporting services

Management and general 659,420 -               -                659,420
Development / fundraising 870,995 -               -                870,995

Total supporting services 1,530,415 -               -                1,530,415

Total expenses 5,204,534     -               -                5,204,534       

Change in net assets before
non-operating items (1,131,028) (354,497)      (11,792)        (1,497,317)

Prepayment penalty (500,747) -               -                (500,747)
Loss on investments (165,100) -               -                (165,100)

Change in net assets (1,796,875) (354,497) (11,792) (2,163,164)

Net assets, beginning of year 11,609,991 567,313 3,252,833 15,430,137

Net assets, end of year 9,813,116$  212,816$    3,241,041$  13,266,973$  

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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Washington Animal Rescue League

Statement of Functional Expenses

Shelter Hospital Communications/ Management Development/
Year Ended December 31, 2012 Operations Operations Humane Education and General Fundraising Total
Advertising -$                    -$                    710$                         -$                    2,799$                3,509$                
Animal care 53,308               285,327             8,465                      -                      -                     347,100             
Bank and payroll service fees 3,123                 3,968                 3,480                      23,507                35,850               69,928               
Building supplies 19,965               210                    102                          -                      -                     20,277               
Computer expenses and software 11,708               26,252               35,464                    9,640                  24,910               107,974             
Database administration -                     -                     85                            85                       27,269               27,439               
Depreciation 235,506             8,378                 35,317                    26,324                6,835                 312,360             
Dues and memberships 447                    2,323                 1,326                      584                     376                    5,056                 
Employee benefits 56,566               82,669               74,732                    21,013                25,156               260,136             
Equipment rental 7,838                 8,178                 2,017                      1,651                  374                    20,058               
Special events 45                      -                     4,262                      64                       5,449                 9,820                 
Insurance - business 5,870                 8,797                 7,337                      31,117                2,643                 55,764               
Interest 57,051               77,728               66,944                    230,582              17,825               450,130             
Legal fees 28                      28                      168                          157,498              149                    157,871             
Licenses and permits -                     857                    -                          330                     10,883               12,070               
List management -                     -                     15,447                    353                     11,851               27,651               
Merchandise -                     -                     15,707                    -                      845                    16,552               
Miscellaneous 653                    87                      9,694                      634                     116                    11,184               
Office supplies and expense 659                    3,592                 2,781                      2,520                  716                    10,268               
Payroll taxes 41,452               59,698               54,355                    15,765                18,059               189,329             
Postage 378                    641                    41,690                    1,287                  42,923               86,919               
Printing and publishing 1,612                 2,548                 106,201                  3,703                  102,805             216,869             
Professional fees 49,298               93,728               78,085                    99,586                54,949               375,646             
Property taxes -                     -                     7,286                      68,522                -                     75,808               
Repairs and maintenance 187,692             5,330                 591                          2,430                  -                     196,043             
Salaries and wages 487,825             712,934             644,483                  181,214              216,945             2,243,401          
Staff events 1,015                 993                    1,070                      502                     430                    4,010                 
Telephone services 4,823                 5,608                 8,841                      5,280                  1,789                 26,341               
Temporary staffing/consultants -                     320                    33,585                    575                     354,285             388,765             
Trash removal 5,578                 10,268               -                          -                      -                     15,846               
Travel 1,324                 2,401                 8,155                      125                     1,244                 13,249               
Uniforms and laundry 906                    208                    4,020                      24                       13                      5,171                 
Utilities 51,927               34,926               31,574                    8,880                  10,627               137,934             

Totals 1,286,597$          1,437,997$          1,303,974$               893,795$             978,115$             5,900,478$          

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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Washington Animal Rescue League

Statement of Functional Expenses

Shelter Hospital Communications/ Management Development/
Year Ended December 31, 2011 Operations Operations Humane Education and General Fundraising Total
Advertising -$                    25$                     1,585$                     60$                     6,144$                7,814$                
Animal care 42,997               261,001             13,176                    -                      -                     317,174             
Bad debt expense -                     20                      -                          40,331                -                     40,351               
Bank and payroll service fees 11,466               18,086               13,977                    6,522                  23,941               73,992               
Building supplies 28,223               134                    42                            564                     -                     28,963               
Computer expenses and software 16,873               25,248               50,789                    7,232                  9,119                 109,261             
Database administration -                     -                     225                          -                      35,048               35,273               
Depreciation 60,536               68,680               51,550                    65,860                39,923               286,549             
Dues and memberships -                     1,619                 510                          2,696                  547                    5,372                 
Employee benefits 80,584               117,922             101,903                  61,518                34,561               396,488             
Equipment rental 1,038                 14,754               3,570                      1,907                  879                    22,148               
Gala and other events -                     -                     5,341                      -                      -                     5,341                 
Insurance - business 6,242                 9,882                 8,020                      7,409                  4,151                 35,704               
Interest 67,330               96,373               81,874                    36,133                59,624               341,334             
Legal fees 946                    1,142                 969                          406                     283                    3,746                 
Licenses and permits 65                      2,596                 155                          38                       12,319               15,173               
List management -                     -                     -                          -                      8,193                 8,193                 
Merchandise -                     -                     28,998                    330                     1,682                 31,010               
Miscellaneous 91                      60                      5,644                      8,319                  1,255                 15,369               
Office supplies and expense 604                    3,589                 2,982                      3,097                  1,220                 11,492               
Payroll taxes 39,631               57,752               49,576                    26,087                17,355               190,401             
Postage 416                    891                    2,775                      440                     60,083               64,605               
Printing and publishing 1,686                 2,995                 48,685                    1,408                  202,813             257,587             
Professional fees 13,180               66,322               9,877                      3,178                  19,328               111,885             
Repairs and maintenance 99,621               6,619                 7,371                      316                     255                    114,182             
Salaries and wages 479,463             701,619             606,307                  366,024              205,635             2,359,048          
Staff events 1,213                 962                    1,098                      2,020                  409                    5,702                 
Telephone services 5,831                 6,469                 9,187                      4,079                  3,381                 28,947               
Temporary staffing 1,528                 960                    475                          -                      104,778             107,741             
Trash removal 3,548                 8,464                 -                          137                     -                     12,149               
Travel 554                    1,158                 11,662                    3,241                  5,144                 21,759               
Uniforms and laundry 2,105                 1,231                 330                          104                     76                      3,846                 
Utilities 65,150               26,737               21,235                    9,964                  12,849               135,935             

Totals 1,030,921$          1,503,310$          1,139,888$               659,420$             870,995$             5,204,534$          

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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Washington Animal Rescue League

Statements of Cash Flows

Years Ended December 31, 2012 2011
Cash flows from operating activities

Change in net assets 522,144$           (2,163,164)$       
Adjustments to reconcile change in net assets to net

cash used by operating activities
Depreciation 312,360 286,549             
Amortization of deferred financing costs 52,390 26,195
Net realized and unrealized (gains) losses on investments (686,070) 165,100             
Donated stock (41,896) (47,890)              
Unrealized (gains) losses on perpetual trusts (5,071) 11,792               
Bad debt expense -                         40,351               
Loss on disposal of fixed assets 1,314 -                     
Change in present value discount 59,603               6,952                 
Decrease (increase) in:

Bequests receivable -                         250,000             
Promises to give (1,301,547) (19,788)              
Inventory 4,765 (1,356)                
Prepaid expenses and other assets (34,365) (34,304)              

(Decrease) increase in:
Accounts payable and accrued expenses (5,943) 59,030               
Charitable gift annuities 9,654 13,898               

Net cash used by operating activities (1,112,662) (1,406,635)         

Cash flows from investing activities
Net proceeds from sale of investments 2,320,821          7,221,088          
Purchases of property and equipment (251,682) (3,514,589)         
Purchases of investments (1,095,560)         (5,906,254)         

Net cash provided (used) by investing activities 973,579             (2,199,755)         

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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Washington Animal Rescue League

Statements of Cash Flows (Continued)

Years Ended December 31, 2012 2011
Cash flows from financing activities

Payment of deferred financing costs -$                   (261,950)$          
Prepayment penalty on early payment of debt -                     500,747             
Proceeds from notes payable -                     7,000,000          
Repayment of note payable (130,092)            (3,908,777)         

Net cash (used) provided by financing activities (130,092) 3,330,020

Decrease in cash and cash equivalents (269,175) (276,370)

Cash and cash equivalents, beginning of year 848,524 1,124,894          

Cash and cash equivalents, end of year 579,349$          848,524$          

Supplemental disclosures
Interest paid 397,741$          315,139$          

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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1. Organization 
and significant 
accounting 
policies 

Organization:  The Washington Animal Rescue League (the “League”) is an 
animal shelter established in 1914 to maintain a safe and clean facility for sick 
and unwanted animals.  Beginning in 1996, the League expanded the scope of 
their services by opening an animal hospital that provides low cost veterinarian 
services to low-income residents of the surrounding communities. 
 

 Basis of presentation:  The League’s financial statements are prepared on an 
accrual basis of accounting in accordance with the accounting standards generally 
accepted in the United States of America.  Net assets and revenues are classified 
based on the existence or absence of donor imposed restrictions and reported as 
follows: 
 

 Unrestricted net assets - net assets that are not subject to donor-imposed 
stipulations. 
 

 Board designated net assets - unrestricted net assets that have been set aside 
as a reserve for operating expenses. 
 

 Temporarily restricted net assets - net assets subject to donor-imposed 
stipulations that will be met either by actions of the League and/or the 
passage of time. 
 

 Permanently restricted net assets - net assets subject to donor-imposed 
stipulations that they be maintained permanently by the League.  
 

 Cash and cash equivalents:  The League considers all highly liquid investments 
and debt instruments whose original maturity is 90 days or less to be cash 
equivalents.  The League maintains balances which may exceed federally insured 
limits.  Management does not believe that this results in any significant credit 
risk. 
 

 Investments:  Investments are reported at fair value based on the following: (1) 
For the valuation of common stocks and mutual funds, the League used quoted 
prices in principal active markets for identical assets, and (2) For the valuation of 
government securities, corporate bonds and foreign equities the League used 
significant other observable inputs, particularly dealer market prices for 
comparable investments.  Gains and losses on investments, including changes in 
fair value, are reported in the Statements of Activities and Changes in Net Assets 
as increases or decreases in unrestricted net assets unless their use is temporarily 
or permanently restricted by donor stipulation or law or under the accounting 
rules for endowments pursuant to the DC Uniform Prudent Management of 
Institutional Funds Act (UPMIFA). 
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 The uninvested cash and money market portions of the investment portfolio are 
considered investments as they are held for long-term investment. 
 

 The League invests in professionally managed portfolios that contain common 
shares of publicly traded companies, corporate bonds, and government securities. 
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. 
 

 Fair value measurement:  The League values certain assets at fair value in 
accordance with a three-tier fair value hierarchy, which prioritizes the inputs used 
in measuring fair value as follows: 
 

 Level 1.  Observable inputs such as quoted prices in active markets for 
identical assets or liabilities; 
 

 Level 2.  Inputs, other than the quoted prices in active markets, that are 
observable either directly or indirectly; and 

 
 Level 3.  Unobservable inputs in which there is little or no market data, 

which require the reporting entity to develop its own assumptions. 
 

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

 Bequests receivable:  The League is named as a beneficiary of a portion of 
various estates.  These estates were in the process of being settled and the 
proceeds distributed to the beneficiaries.  Bequests are recognized when they 
become known to the League.  Amounts expected to be received within one year 
are recorded at net realizable value, and those expected to be received in more 
than one year are recorded at the discounted present value.   
 

 Promises to give:  Unconditional promises to give that are expected to be 
collected within one year are recorded at net realizable value.  Unconditional 
promises to give that are expected to be collected in future years are recorded at 
the discounted present value of their estimated future cash flows.   
 

 The discounts on those amounts for pledges are computed using a discount rate 
equal to the risk free treasury rate for a term equal to the length of the pledge plus 
a risk factor of 0.5%-1.0%.  Amortization of the discount is included in 
temporarily restricted contribution revenue. 
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 The League’s management periodically reviews the status of these receivables for 
collectibility, which is assessed based on management’s knowledge of a 
relationship with the donor and the age of the receivable.  As a result of these 
reviews, all receivables deemed uncollectible are provided for with an appropriate 
allowance for doubtful accounts recorded based on an estimate of the probable 
doubtful accounts. Conditional promises to give are not included as support until 
the conditions are substantially met.   
 

 Inventory:  Inventory consists of medicine, medical supplies, and retail 
merchandise and is stated at the lower of cost or market.  Cost is determined 
using the first-in, first-out method. 
 

 Property and equipment:  Property and equipment over $1,000 is recorded at 
cost and is depreciated on a straight-line basis over the estimated useful lives of 
the assets as follows: 
 

 Building and improvements 40 years  
 Equipment 7 years  
 Furniture and fixtures 7 years  
 Vehicles-ambulance 5 years  
  
 Donated assets are capitalized at the estimated fair value at the date of receipt. 

 
 Impairment of long-lived assets:  The League evaluates the carrying value of its 

long-lived assets based on whether it is probable that undiscounted future net 
cash flows from its long-lived assets will be less than its net book value.  At 
December 31, 2012 and 2011, management does not believe an impairment 
adjustment is required. 
 

 Deferred financing costs:   Costs incurred in connection with financing activities 
are deferred and amortized to interest expense over the term of the related debt 
agreements using the straight-line method which approximates an effective 
interest method. 
 

 Beneficial interest in perpetual trusts:  The League is named as the beneficiary 
in perpetual trusts held by third parties.  The trusts, which are invested in cash 
equivalents, equity and fixed income funds, and other assets are measured at the 
fair value of the League’s share of trust assets.   
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 Gift annuities:  Gift annuities are contracts between the League and a donor in 
which the League agrees to pay the donor (or other person named by the donor) a 
lifetime annuity in return for a gift of cash or marketable securities.  The assets 
received by the League are recorded at fair value at the date of the donation.  A 
liability is recorded for the amount due to an income beneficiary of a gift annuity 
based on the present value of the estimated future payments to be distributed 
during the income beneficiary’s expected life.  Each year, the liability is re-
measured and changes in the liability due to factors other than cash payments, 
such as changing life expectancies, are recorded as an increase or decrease to 
revenue and support.  The discount rate ranges from 3% to 4% depending on the 
discount rate in effect at the time of the gift. 
 

 Revenue recognition:  The League's primary sources of revenue are 
contributions and investment income.  Contributions received by the League, 
which include unconditional promises to give, are recognized as revenue in the 
period received or promised.  Conditional contributions are recorded when the 
conditions have been met.  Contributions are considered to be unrestricted unless 
specifically restricted by the donor.  Contributions with donor-imposed 
restrictions that are met in the same year as received are reported as revenues in 
the unrestricted net asset class.  Investment income is recognized as revenue 
when earned.  Adoption and hospital fees are recognized as revenue when the 
services are provided.   
 

 The League holds several special fundraising events during the year to raise 
contributions for general support and awareness within the community.   
 

 In-kind contributions:  Contributions of donated non-cash assets are recorded at 
their fair values in the period received.  Donated services are recognized if the 
services create or enhance non-financial assets, or require specialized skills, are 
performed by people with those skills, and would otherwise need to be purchased 
by the League. The League recorded $264,256 and $141,679 in donated materials 
and services, including $240,905 and $95,258 in donated legal, veterinarian, and 
other professional services during 2012 and 2011, respectively. 
 

 Functional allocation of expenses:  The League’s expenses have been 
summarized on a functional basis in the Statements of Functional Expenses.  
Accordingly, certain costs have been allocated among the areas benefited.  
 

 Costs of joint activities:  The League accounts for costs of joint activities which 
are part fundraising and have elements of one or more other functions, such as 
program or management and general according to certain criteria of purpose, 
audience and content in order to allocate any portion of the costs of joint 
activities to a functional area other than fundraising. 
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 Tax status:  The League has been determined to be exempt from federal income 
tax pursuant to Internal Revenue Code Section 501(c)(3), and is classified as an 
organization that is not a private foundation. 
 

 Uncertainty in income taxes:  The League evaluates uncertainty in income tax 
positions based on a more-likely-than not recognition standard.  If that threshold 
is met, the tax position is then measured at the largest amount that is greater than 
50% likely of being realized upon ultimate settlement.  As of December 31, 2012 
and 2011, there are no accruals for uncertain tax positions.  If applicable, the 
League records interest and penalties as a component of income tax expense.  Tax 
years from 2009 through the current year remain open for examination by tax 
authorities. 
 

  Management 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 revenues and 
expenses during the reporting period.  Actual results could differ from those 
estimates. 
 

 Reclassifications:  Certain 2011 balances have been reclassified to conform to 
the 2012 presentation. 
 

 Subsequent events:  Management has evaluated subsequent events for disclosure 
in these financial statements through June 6, 2013, which is the date the financial 
statements are available to be issued. 
 

2. Investments Investments consisted of the following as of December 31: 
 

  2012 2011 
 Common stocks $ 4,065,002 $ 3,988,252 
 Corporate bonds  1,778,268  2,169,185 
 Foreign equities  517,490  150,456 
 Money market funds  184,624  393,007 

 Municipal bonds  1,114,821  961,297 
 Mutual funds – equity  97,778  607,428 
 Mutual funds – bonds   73,853  59,506 
    
 Total $ 7,831,836 $ 8,329,131 
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 Investment gain consisted of the following for the years ended December 31: 
 

   2012 2011 
 Realized and unrealized gains (losses) $ 686,070 $ (165,100) 
 Interest and dividends, net  203,294  186,200 
    
 Total $ 889,364 $ 21,100 
  
 Interest and dividends for the years ended December 31, 2012 and 2011, are net 

of broker fees of $58,913 and $60,732, respectively. 
 

3. Fair value  The fair value of investments is as follows: 
 

 December 31, 2012 Total Level 1 Level 2 
 Beneficial interest in perpetual 

trusts $ 99,769 $ -       $ 99,769 
 Charitable gift annuities $ 93,839 $ -       $ 93,839 
 Investments:    
 Common stocks $ 4,065,002 $ 4,065,002 $ -       
 Corporate bonds  1,778,268  -        1,778,268 
 Foreign equities  517,490  -        517,490 
 Money market funds  184,624  184,624  -       
 Municipal bonds  1,114,821  -        1,114,821 
 Mutual funds – equity  97,778  97,778  -       
 Mutual funds – bonds   73,853  73,853  -       
 Total investments $ 7,831,836 $ 4,421,257 $ 3,410,579 
     
 December 31, 2011 Total Level 1 Level 2 
 Beneficial interest in perpetual 

trusts $ 94,698 $ -       $ 94,698 
 Charitable gift annuities $ 84,185 $ -       $ 84,185 
 Investments:    
 Common stocks $ 3,988,252 $ 3,988,252 $ -       
 Corporate bonds  2,169,185  -        2,169,185 
 Foreign equities  150,456  -        150,456 
 Money market funds  393,007  393,007  -       
 Municipal bonds  961,297  -        961,297 
 Mutual funds – equity  607,428  607,428  -       
 Mutual funds – bonds   59,506  59,506  -       
 Total investments $ 8,329,131 $ 5,048,193 $ 3,280,938 
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 For the valuation of beneficial interest in perpetual trusts, the League used 
significant other observable inputs, particularly dealer market prices for 
comparable investments. 
 
The charitable gift annuities are valued at present value of the future payments. 
 

4. Promises to 
give 

Promises to give consist of the following as of December 31: 
 

  2012 2011 
 Amounts due in:   
  Less than one year $ 427,104 $ 82,500 
  One to five years  930,032  132,500 
  Thereafter  188,750  5,000 
 Total promises to give  1,545,886  220,000 
 Less:  Discount to present value  (91,126)  (7,184)
    
 Promises to give, net $ 1,454,760 $ 212,816 

  
At December 31, 2012 approximately 42% of the League’s promises to give were 
from two contributors.  At December 31, 2011 approximately 95% of the 
League’s promises to give were from three contributors. 
 

5. Property and 
equipment 

Property and equipment consisted of the following as of December 31: 

  2012 2011 
 Land $ 2,647,300  $ 2,647,300  
 Building and improvements  9,801,076  9,571,308 
 Equipment  536,741  516,699 
 Furniture and fixtures   328,160   328,160 
 Vehicles  190,074  190,074 
 Land improvements  294,044  294,044 
 Total property and equipment  13,797,395  13,547,585 
 Accumulated depreciation  (3,247,895)  (2,936,093) 
 Property and equipment, net $ 10,549,500 $ 10,611,492 
  
 Depreciation expense for the years ended December 31, 2012 and 2011, was 

$312,360 and $286,549, respectively. 
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6. Beneficial 
interest in 
perpetual 
trusts 

The League is named as a beneficiary of two perpetual trusts administered by 
financial institutions.  The League's value of its interest in the trusts at December 
31, 2012 and 2011, was $99,769 and $94,698, respectively.  The trusts are 
recognized as an asset and as permanently restricted net assets in the 
accompanying financial statements.  The League receives quarterly distributions 
which are based on the dividend and interest income received on the assets of the 
trusts during the quarter.  The quarterly distributions are recorded as unrestricted 
investment income when received.  The League's share of changes in the fair 
value of the trust assets are recognized as permanently restricted changes in 
perpetual trust value. 
 

7. Operating 
leases 

The League owns the building located at 15 Oglethorpe St, NW, in Washington, 
DC.  The League occupies almost 30% of the building and leases the balance of 
the space to other organizations.  As of December 31, 2012 the League has two 
tenants whom occupy 33% of the space.  The leases expire on various dates 
through 2017.  The League is working on locating other organizations to lease the 
remaining space. The following is a schedule by years of future minimum rent 
due:   
 

 Year Ending December 31 Total  
    
 2013 $ 91,485  
 2014  96,444  
 2015  98,783  
 2016  101,327  
 2017  98,147  
    
 Total $ 486,186  
    
8. Notes payable  
  

Outstanding notes payable are as follows at December 31: 
 

   2012 2011 
 Refinancing note commencing on June 30, 2011, 

in the amount of $3,500,000 bearing interest at 
5.65% per annum.  Principal and interest 
payments of $21,807 are due monthly with a 
balloon payment at maturity in June 2016.  The 
maturity date of the note can be extended for two 
years at the end of the term with a written 
request at least 45 days prior to the maturity 
date.   $ 3,405,766 $ 3,469,858
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  Note commencing on June 30, 2011, in the 
amount of $3,500,000 bearing interest at 5.65% 
per annum.  Payments of interest only are due 
monthly.  Principal payments are due annually 
with a balloon payment at maturity on June 30, 
2016.      3,434,000  3,500,000

  
Total notes payable $ 6,839,766 $ 6,969,858

  
  The notes are secured by the property owned by the League. 

 
The notes are subject to a prepayment penalty of 2% of the principal prepaid prior 
to June 2013 but after June 2012, and 1% of the principal prepaid prior to June 
2014 but after June 2013. 
 
The League is subject to the following covenants related to the notes payable that 
are required to be maintained at all times: a tangible net worth of not less than 
$10,000,000, a fair value of its unencumbered (except for liens held by the 
Lender) cash and marketable securities of at least $6,000,000, and a fair value of 
the securities in the securities account of at least $2,000,000.  The League is also 
required to provide the bank with audited financial statements by May 30th of the 
following year.  The League was in compliance with all debt covenants as of 
December 31, 2011.  The League received a waiver from the bank for late 
delivery of financial statements for the year ended December 31, 2012.  
 

 Future minimum principal payments due under notes payable at December 31, 
2012, are as follows: 
 

 Year ending December 31,  Amount  
 2013 $ 141,415  
 2014  148,556  
 2015  156,937  
 2016  6,392,858  
 Total $ 6,839,766  
  
9. Temporarily 

restricted net 
assets  

As of December 31, the League’s temporarily restricted net assets were available 
for the following purposes and programs: 

  2012 2011 
 Humane education, hospital, and training $ 43,644 $ - 
 Time restricted    
  Promises to give, net  1,455,210  212,816 
 Temporarily restricted net assets $ 1,498,854 $ 212,816 
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10. Endowment 
funds  

The League's endowment consists of permanently restricted contributions 
established for a variety of purposes.  Net assets associated with endowment 
funds are classified and reported based on the existence or absence of donor-
imposed restrictions. 
 

 Interpretation of the Relevant Law 
Management of the League has interpreted the DC Uniform Prudent Management 
of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair 
value of the original gift as of the date of the donor-restricted endowment funds 
absent explicit donor stipulations to the contrary.  As a result of this 
interpretation, the League classifies as permanently restricted net assets at (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 will be classified in 
temporarily restricted net assets (to the extent the cumulative balance in the 
endowment fund exceeds the original corpus amount) until those amounts are 
appropriated for expenditure by the League in a manner consistent with the 
standard prudence prescribed by UPMIFA.  Losses from the endowment fund 
will be allocated against unrestricted net assets with subsequent earnings and 
appreciation restoring the unrestricted net assets.  In accordance with UPMIFA, 
the League 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 donor-restricted endowment fund 
3. General economic conditions 
4. The possible effect of inflation and deflation 
5. The expected total return from income and appreciation of investments 
6. Other resources of the organization 
7. The investment policies of the organization. 
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 Endowment net assets composition by type of fund as of December 31, 2012: 
 

   
Unrestricted 

Permanently 
Restricted 

 
Total 

 Donor-restricted endowment 
funds $ - $ 3,246,112 $ 3,246,112

     
 Endowment net assets composition by type of fund as of December 31, 2011: 

 
   

Unrestricted 
Permanently 

Restricted 
 

Total 
 Donor-restricted endowment 

funds $ (17,335) $ 3,241,041 $ 3,223,706
     
 Changes in endowment net assets for the year ended December 31, 2012: 

 
 

 
 

Unrestricted 
Permanently 

Restricted 
 

Total 
     
 Endowment net assets,  

 beginning of year $ (17,335) $ 3,241,041 $ 3,223,706
     
 Investment return:    
  Investment income  84,195  -   84,195
  Net gain (realized and 

unrealized) 
 
 284,138 

 
 - 

 
 284,138

 Total investment return  368,333  -  368,333
     
 Expenditures  (350,998)  -  (350,998)
     
 Change in value of perpetual 

trusts  -  5,071  5,071
     
 Endowment net assets, end of 

year $ - $ 3,246,112 $ 3,246,112
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 Changes in endowment net assets for the year ended December 31, 2011: 
 

   
Unrestricted 

Permanently 
Restricted 

 
Total 

     
 Endowment net assets,  

 beginning of year 
 
$ (25,560)

 
$ 3,252,833 

 
$ 3,227,273

     
 Investment return:    
  Investment income  72,586  -        72,586
  Net gain (realized and 

unrealized) 
 
 (64,361)

 
 -       

 
 (64,361)

 Total investment return  8,225  -        8,225
     
 Change in value of perpetual 

trusts  -        (11,792)  (11,792)
     
 Endowment net assets, end of 

year $ (17,335) $ 3,241,041 $ 3,223,706
     
 Description of amounts classified as permanently restricted net assets and 

unrestricted net assets (endowment only) 
 

  2012 2011 
 Permanently restricted net assets   
 The portion of perpetual endowment fund that is 

required to be retained permanently either by 
explicit donor stipulation or by UPMIFA. 

 
 
$ 3,246,112 

 
 
$ 3,241,041

    
 Unrestricted net assets   
 The earnings from the endowment fund not 

subject to restrictions. 
 
$ - 

 
$ (17,335)

    
  Return Objectives and Risk Parameters 

The League 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 preserve the endowment assets.  Endowment 
assets include those assets of donor-restricted funds that the League must hold in 
perpetuity or for a donor-specified period.  Under the investment policy, the 
endowment assets are diversified among both equity and fixed-income securities 
so as to provide a balance that will enhance total return while avoiding undue risk 
concentration in any single asset class or investment category.  It is the policy of 
the League to utilize professional management services for the investment of the 
endowment funds. 
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 Strategies Employed for Achieving Objectives 
To satisfy its long-term rate-of-return objectives, the League relies on a return 
strategy in which investment returns are achieved through current yield (interest 
and dividends) and capital appreciation.  
 

 Spending Policy and How the Investment Objectives Relate to Spending 
Policy 
It is the normal policy of the League to annually distribute 5% of a trailing four-
year average of the endowment’s total assets value, with the understanding that 
this spending rate will not normally exceed total real return (return net of 
inflation) from investments over time.  Specific spending and budgeting 
procedures are established by the Finance Committee.  No allocation was made 
for 2012 spending due to the opening balance deficit in the unrestricted portion of 
the endowment. 
 

 It is the responsibility of the Finance Committee to periodically review the 
spending policy in light of actual returns in order to ensure the preservation of 
purchasing power of the endowment. 
 

11. Allocation of 
joint costs 

During 2012 and 2011, the League incurred joint costs of $323,265 and 
$329,755, respectively, for informational materials primarily related to direct 
mail and newsletters that included fundraising appeals.  These costs are included 
in various line items on the Statements of Functional Expenses.  Pursuant to the 
joint cost rules (see Note 1) these costs were allocated to the functional areas as 
follows for the years ended December 31: 
 

  2012 2011 
    
 Program $ 180,589 $ 40,275
 Management and general  4,127  - 
 Fundraising  138,549  289,480
    
 Total $ 323,265 $ 329,755
  
12. Retirement 

plan 
The League's employees are eligible for coverage under a 401(k) retirement plan. 
Under the terms of the retirement plan, eligible employees may elect to defer a 
portion of their compensation to be contributed to the plan.  In addition, the 
League may make discretionary contributions on behalf of all eligible employees 
based on a percentage of eligible employees' salaries.  The League funds 
retirement costs as they accrue.  The League contributed to the plan for the years 
ended December 31, 2012 and 2011, $51,216 and $81,944, respectively. 
 

13. Related party 
transaction 

 

The League compensated a board member for legal services provided.  For the 
year ended December 31, 2011, the amount compensated was $2,700.  No such 
transactions occurred in 2012. 


