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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Assistance Dogs of Hawaii
Makawao, Maui, Hawaii

Opinion

We have audited the accompanying financial statements of Assistance Dogs of Hawaii (a
nonprofit organization), which comprise the statement of financial position as of December 31,
2021, and the related statements of activities and change in net assets, functional expenses and
cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Assistance Dogs of Hawaii as of December 31, 2021, and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Assistance
Dogs of Hawaii’s ability to continue as a going concern within one year after the date that the
financial statements are available to be issued.



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 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:

e 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.

e 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 Assistance Dogs of Hawaii’s internal
control. Accordingly, no such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Assistance Dogs of Hawaii’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.

Melanie Devereux, CPA LLC

Makawao, Hawaii
February 25, 2023



ASSISTANCE DOGS OF HAWAIIL

Statements of Financial Position
For the Year Ended December 31, 2021

ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 634,262
Investments 1,501,868
Deposits 60
Prepaid Expense 41,569
Total Current Assets 2,177,759
PROPERTY AND EQUIPMENT
Land and Land Improvements 1,270,127
Building and Building Improvements 2,301,026
Dogs 283,358
Vehicles 115,303
Furniture and Equipment 138,168
Work in Progress
Less Accumulated Depreciation (973,540)
Total Property and Equipment 3,134,442
TOTAL ASSETS $ 5,312,201
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable $ 13,718
Accrued Payroll Liabilities 31,710
Total Current Liabilities 45,428
TOTAL LIABILITIES 45,428
NET ASSETS
Without Donor Restrictions 5,266,773
With Donor Restrictions -
Total Net Assets 5,266,773
TOTAL LIABILITIES AND NET ASSETS $ 5,312,201

The accompanying notes and independent auditor’s report
are an integral part of these financial statements.
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ASSISTANCE DOGS OF HAWAII

Statement of Activities and Changes in Net Assets

For the Year Ended December 31. 2021

Public Support:
Contributions
Donated Stocks

Total Public Support

Revenue:
Special Events (Net of Direct Expenses)
Sale of Merchandise
Program Service Revenue
Dividend Income
Payroll Protection Plan Forgiven
Other Income

Total Revenue

Total Public Support and Revenue

Expenses
Program Services
Supporting Services
Fundraising

Total Expenses

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

The accompanying notes and independent auditor’s report
are an integral part of these financial statements.

Without Donor With Donor

Restrictions Restrictions Total
731,739 731,739
158,140 158,140
889,879 889,879
8,237 8,237
4,490 4,490
2,525 2,525
101,563 101,563
61,687 61,687
1,700 1,700
180.202 180,202
1,070,081 1,070,081
769,819 769,819
141,476 141,476
533,272 53,272
964,567 964,567
105,514 105,514
5.161.259 5.161.259
5,266,773 5,266,773




ASSISTANCE DOGS OF HAWAII

Statement of Functional Expenses
For the Year Ended December 31. 2021

Program Management Fundraising Total
Personnel and Related Costs $ 325274 § 40,659 $ 40,659 $ 406,592
Depreciation 128,536 22,683 - 151,219
Supplies 67,717 11,950 - 79,667
Accounting Fees 10,840 40,651 2,710 54,201
Travel 45,399 - - 45,399
Occupancy Costs 30,559 3,395 - 33,954
Veterinary Expenses 32,474 - - 32,474
Qutside Services 25,271 4,738 1,579 31,588
Repairs & Maintenance 29,672 - - 29,672
Property Tax 14,218 3,555 - 17,773
Advertising/Marketing 10,157 5,078 1,693 16,928
Printing & Publications 11,659 1,457 1,457 14,573
Insurance 12,273 1,364 - 13,637
Bank Fees 6,022 3,011 3,011 12,044
Dues & Subscriptions 5,556 617 - 6,173
Training 6,010 - - 6,010
Postage & Shipping 4,726 591 591 5,908
Other Expenses 2,491 1,245 1,245 4,981
Professional Development 965 482 161 1,608
General Excise Tax - - 166 166

$ 769819 § 141,476 $ 53272 § 964,567

The accompanying notes and independent auditor’s report
are an integral part of these financial statements.
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ASSISTANCE DOGS OF HAWAII

Statements of Cash Flows
For the Year Ended December 31. 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions and Foundations $ 889,879
Fundraising and Merchandise Sales 15,252
Investment 24,710
Other Revenue 1,700
Cash Paid to Employees and Vendors (835,414)
Net Cash Provided by Operating Activities 96,127
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (39,108)
Change in investments (14,710)
Net Cash (Used) by Investing Activities (53,818)
NET INCREASE IN CASH 42,309
CASH BALANCE, BEGINNING OF YEAR 591.953
CASH BALANCE, END OF YEAR $ 634,262

The accompanying notes and independent auditor’s report
are an integral part of these financial statements.
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ASSISTANCE DOGS OF HAWAII

Notes to the Financial Statements
For the Year Ended December 31. 2021

1. ORGANIZATION

Hawaii Canines for Independence, Inc. (the Organization) was formed as a non-profit
Organization and incorporated under the laws of the State of Hawaii in 2001. In 2013, the
Organization began operating under the trade name Assistance Dogs of Hawaii. In August
2016, the Organization did a formal name change to Assistance Dogs of Hawaii. The
purpose of the Organization is to provide assistance dogs to people with physical
disabilities and other special needs. Assistance Dogs of Hawaii is a tax-exempt
organization under Section 501(c)(3) of the Internal Revenue Code.

The Organization trains and provides assistance dogs to both children and adults with a
wide variety of disabilities. The Organization specializes in training service dogs for
people with physical disabilities that limit their mobility. The Organization also provides
hospital and nursing home facility dogs for residents in addition to courthouse facility dogs
for children and adults who are victims of crime.

The Organization is supported primarily through donor contributions and grants.
In 2015, the Organization expanded its operations to the Pacific Northwest. The land was
acquired on Bainbridge Island in the state of Washington. In 2016, Assistance Dogs
Northwest LLC was formed, in which Assistance Dogs of Hawaii is the sole member. In
2019, the Organization purchased a Portland, Oregon office.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting

The accrual basis of accounting is used for financial statements and income tax reporting
purposes. Under this method of accounting, revenues are recorded when earned and
expenses are recorded when the obligation is incurred.

Management's 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 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.



ASSISTANCE DOGS OF HAWAII

Notes to the Financial Statements
For the Year Ended December 31, 2021

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board in its Accounting Standards Codification (ASC) 958-205 Not-for-Profit
Entities Presentation of Financial Statements and the recent issuance of ASU 2016-14
Not-for-Profit Financial Statement Presentation. Under ASU 2016-14, the Organization is
required to report information regarding its financial position and activities according to
two classes of net assets: net assets without donor restrictions and net assets with donor
restrictions.

Cash and Cash Equivalents

The Organization considers all unrestricted highly liquid investments with original
maturities of three months or less at the date of purchase to be cash equivalents

Property and Equipment

Property and equipment are stated at cost or at fair value at the date of donation or
purchase. Depreciation is provided over the estimated useful lives of the assets using the
straight-line depreciation method. Property and equipment with a cost of $2,500 and a
useful life greater than one year or more are capitalized. Depreciation expense for the year
ended December 31, 2021, totaled $ 151,219.

Investments

Investments in marketable securities are stated at fair value based on quoted market prices
and are classified as available for sale in the financial statements. The cost of investments
sold is determined using the specific identification method. Changes in market value are
reflected in the statement of activities. The value initially assigned to investments received
by gift is the market value at the date of donation.

Hawaii General Excise Tax

The State of Hawaii imposes a general excise tax of 4% on an entity’s gross receipts, plus
an additional 0.5% on gross receipts within the City and County of Honolulu. Hawaii
general excise tax included as expenses amounted to $166 for the year ended December
31, 2021.



ASSISTANCE DOGS OF HAWAIIL

Notes to the Financial Statements
For the Year Ended December 31. 2021

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income Taxes

The Organization is exempt from Federal income taxes under Section 501(c)(3) of the
Internal Revenue Code and exempt from State income taxes under Section 237-23(b) of
Hawaii Revised Statutes. Contributions to the organization are tax-deductible. The
Organization’s Forms 990, Return of Organization Exempt from Income Tax, for the years
ending December 31, 2019, 2020, and 2021 are subject to examination by the IRS,
generally for three years after they were filed.

Support and Revenue

Resources received for program services are generally unrestricted in nature. Grants and
other contributions of cash or other assets are generally reported as restricted support if
they are received with donor stipulations that limit the use of the donated resources. When
a donor restriction expires, that is, when the restricted purpose has been achieved, net
assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the statement of activities as net assets released from restrictions. Additionally,
donor-restricted contributions whose restrictions are met in the same reporting period are
reported as without donor restrictions support.

Donated Services

The Organization receives services donated by the general public in carrying out its
purpose. No amounts have been reflected in the financial statements for these donated
services since they do not meet the criteria for recognition under ASC 958-605 Not-for-
Profit Entities Revenue Recognition.

Functional Allocation of Expenses

Accounting Standards Codification (ASC) 958-205 Not-for-Profit Entities Presentation of
Financial Statements requires that not-for-profit organizations group their expenses by
functional classifications: Program Services, Supporting Services, and Fundraising.
Expenses are charged directly to program services, supporting services, or fundraising
based on specific identification. Other expenses not specifically identifiable are allocated
based on estimated usage.



ASSISTANCE DOGS OF HAWAIIL

Notes to the Financial Statements
For the Year Ended December 31, 2021

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue and Revenue Recognition

The Organization has adopted Accounting Standards Update (ASU) No. 2014-09 —
Revenue from Contracts with Customers (Topic 606), as amended as management believes
the standard improves the usefulness and understandability of the Organization’s financial
reporting. The Organization recognizes contributions when cash, securities or other assets;
an unconditional promise to give; or a notification of a beneficial interest is received.
Conditional promises to give- that is, those with a measurable performance or other barrier
and a right of return — are not recognized until the conditions on which they depend have
been met.

The Organization records special events revenue equal to the cost of the admission when
the event takes place.

A portion of the Organization’s revenue is derived from cost-reimbursable contracts and
grants, which are conditioned upon certain performance requirements and/or the incurrence
of allowable qualifying expenses. Amounts received are recognized as revenue when the
Organization has incurred expenditures in compliance with specific contract or grant
provisions. Amounts received prior to incurring qualifying expenditures are reported as
refundable advances in the statement of financial position or as net assets with donor
restrictions.

Compensated Absences

The Organization accounts for compensated absences (e.g. unused vacation, sick leave) as
directed by ASC 710-10-50-1 Accounting for Compensated Absences. A liability for
compensated absences attributable to services already rendered and not contingent on a
specific event that is outside the control of the employer and employee is accrued as
employees earn the right to benefits.

The Organization has not accrued compensable absences because the amount cannot be
reasonably estimated at December 31, 2021. However, management does not believe the

amount to be material.

Advertising Policies

Management expenses all advertising costs as incurred. Advertising expense totaled
$16,928 for the year ended December 31, 2021.
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ASSISTANCE DOGS OF HAWAII

Notes to the Financial Statements
For the Year Ended December 31, 2021

3. RELATED PARTIES

Board members contribute to the Organization. The President of the Board is the husband
of the Executive Director and co-founder. The Executive Director is also the Vice-
President of the Board. Both the President and the Vice-President are paid as employees
of the Organization.

4. SCHEDULE OF CASH AND CASH EQUIVALENTS

Bank of America $ 23,200
Bank of Hawaii 341,180
Wells Fargo 269,882

$ 634,262

5. NET ASSETS

The Organization has conformed with FASB ASU 2016-14, Not-for-Profit (Topic 958) -
Presentation of Financial Statements of Not-for-Profit Entities. Under ASU 2016-14, the
Organization is required to report information regarding its financial position and activities
according to two classes of net assets: net assets without donor restrictions and net assets
with donor restrictions.

Net assets without donor restrictions represent those assets that are not subject to donor-
imposed stipulations.

Net assets with donor restrictions represent those net assets subject to donor-imposed
stipulations that may or will be met, either by actions of the Organization and/or the
passage of time. When a restriction expires, net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restrictions. There were no assets with donor
restrictions at December 31, 2021.
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ASSISTANCE DOGS OF HAWAII

Notes to the Financial Statements
For the Year Ended December 31, 2021

6. RECONCILIATION OF NET CASH PROVIDED BY OPERATING ACTIVITIES

Excess of support and revenue over expenses $ 105,514

Adjustment to reconcile excess of support and
revenue over expenses to net cash provided by
operating activities:

Depreciation expense 151,219
(Gain) Loss on disposal of assets (2,000)
Unrealized (gain) loss on investments (76,853)
Paycheck Protection Program Loan Forgiveness (61,687)
(Increase) in prepaid expenses (38.,258)
Increase in payables 6,152
Increase in accrued liabilities 8,040
Net cash provided by operating activities $ 92,127

7. EMPLOYEE BENEFIT PLAN

Defined Contribution Plan

The Organization sponsors a SIMPLE IRA plan (the Plan) covering all employees with at
least one year of service in excess of a minimum wage threshold who agree to make
contributions to the Plan. The Organization matches participants’ contributions to the Plan
up to 3% of the individual participant’s compensation. Total expense for the year ended
December 31, 2021, was $7,570.

8. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

Management’s policy is to structure its financial assets as its general expenditures,
liabilities and other obligations come due.

Financial Assets $ 2,136,190
Less those unavailable to general expenditures within one
Restricted by donor with time or purpose restriction -

Financial assets available to meet cash need for general
expenditures within one year $ 2,136,190
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ASSISTANCE DOGS OF HAWAIL

Notes to the Financial Statements
For the Year Ended December 31. 2021

9. FAIR VALUE MEASUREMENTS

Assistance Dogs of Hawaii has conformed to FASB’s ASC 820-10-50-1 which establishes
a fair value hierarchy for inputs used in measuring fair market value that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring that
the most observable inputs be used when available. Observable inputs are those that
market participants would use in pricing the asset or liability based on the best information
available in the circumstances. This fair value hierarchy consists of three broad levels.

Level 1 inputs consist of unadjusted quoted prices in active markets such as stock
exchanges for identical assets and have the highest priority.

Level 2 inputs consist of significant other observable inputs such as quoted prices for
similar assets and liabilities in active markets, and inputs that are observable for the
asset and liability, either directly or indirectly, for substantially the full term of the
financial instrument.

Level 3 inputs consist of significant unobservable inputs and include situations
where there is little, if any, market activity for the investment. The inputs require
significant judgement or estimates, such as those associated with discounted cash
flow methodologies and appraisals.

Fair values of assets measured on a recurring basis are as follows. The Organization has
no other assets or liabilities measured at fair value on a recurring or non-recurring basis.

Significant Non-
Quoted Prices: Significant Other Observable Inputs:
Assets Total Level 1 Inputs: Level 2 Level 3
Cash Management $ 375961 $ 375,961 $ - $
Mutual Funds-Fixed Income 482,061 482,061 -
Mutual Funds-Equity 643,845 643,845 - -
$ 1,501,867 $ 1,501,867 $ - $ -
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ASSISTANCE DOGS OF HAWAIIL

Notes to the Financial Statements
For the Year Ended December 31, 2021

10. MANAGEMENT’S REVIEW OF SUBSEQUENT EVENTS

Subsequent to the issuance of these financial statements, a worldwide Pandemic occurred,
known as COVID-19. Economic conditions were negatively affected locally, nationally
and internationally. At the time the financial statements were available to be issued the
situation remained volatile and the full effect of the pandemic on the future operations of
the Organization could not be determined.

Management has evaluated subsequent events through February 25, 2023. There are no

other subsequent events that would have a material effect on the financial statements and
this is the date the financial statements were available to be issued.
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