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Clark Nuber

Independent Auditor's Report

To the Board of Directors
Town Hall Association
Seattle, Washington

Opinion

We have audited the financial statements of Town Hall Association (“THA"), which
comprise the statement of financial position as of June 30, 2025, and the related
statements of activities and changes 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 accompanying financial statements present fairly, in all material
respects, the financial position of THA as of June 30, 2025, 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 (GAAS). 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 THA 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.

Report on Summarized Comparative Information

We have previously audited THA’s June 30, 2024 financial statements, and we expressed
an unmodified opinion on those audited financial statements in our report dated October
1, 2024. In our opinion, the summarized comparative information presented herein as of
and for the year ended June 30, 2024 is consistent, in all material respects, with the
audited financial statements from which it had been derived.

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.
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Clark Nuber:

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
THA'’s ability to continue as a going concern for 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 GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable
user based on the financial statements.

In performing an audit in accordance with GAAS, we:

- Exercise professional judgment and maintain professional skepticism
throughout the audit.

- ldentify 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 THA'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 THA’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.

Clank Nuhrt S .

Certified Public Accountants
October 9, 2025



TOWN HALL ASSOCIATION

Statement of Financial Position
June 30, 2025
(With Comparative Totals for 2024)

Assets

Current Assets:

Cash and cash equivalents
Grants and pledges receivable
Prepaid expenses

Total Current Assets

Investments

Land, building, improvements, and equipment, net
Donated artwork

Operating lease right-of-use asset

Total Assets

Liabilities and Net Assets

Current Liabilities:

Accounts payable and accrued liabilities
Deferred revenue and deposits

Current portion of operating lease liability
Current portion of long-term debt

Total Current Liabilities

Operating lease liability, net of current portion
Long-term debt, net of current portion

Total Liabilities

Net Assets:
Without donor restrictions-
Undesignated, available for operations
Board-designated reserve funds
Net investment in land, building, improvements, equipment, and artwork

Total without donor restrictions
Total with donor restrictions
Total Net Assets

Total Liabilities and Net Assets

See accompanying notes.

2025 2024
$ 924659 $ 701,901
164,461 205,162
35,447 29,098
1,124,567 936,161
5,506,466 5,240,249
26,246,946 27,364,164
67,743 67,743
222,543 271,701
$ 33,168,265  $ 33,880,018
$ 254205 $ 229,087
79,281 78,224
65,058 128,940
89,451 103,580
487,995 539,831
201,559 182,536
885,971 1,935,247
1,575,525 2,657,614
698,188 590,396
1,041,130 754,199
25,339,267 25,393,080
27,078,585 26,737,675
4,514,155 4,484,729
31,592,740 31,222,404
$ 33,168,265  $ 33,880,018




TOWN HALL ASSOCIATION

Statement of Activities and Changes in Net Assets

For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Operating Activities

Support and Revenue:

Tickets and rentals
Contributions and grants
Government COVID-relief funding
Release of restriction

Total Support and Revenue
Program and Operating Expenses:
Program

Management and general
Fundraising

Total Program and Operating Expenses

Change in Net Assets From
Operating Activities Before Depreciation

Depreciation

Change in Net Assets From Operating Activities
Nonoperating Activities

Investment return, less endowment appropriations
Contributions for loan repayment

Endowment contributions

Capital project expenses

Change in Net Assets From
Nonoperating Activities

Total Change in Net Assets
Net assets, beginning of year

Net Assets, End of Year

See accompanying notes.

Without Donor With Donor
Restrictions Restrictions 2025 Total 2024 Total
$ 1,630,201 $ - $ 1,630,201 S 1,271,666
2,031,911 50,000 2,081,911 2,358,421
140,355 140,355
525,000 (525,000)
4,327,467 (475,000) 3,852,467 3,630,087
2,523,741 2,523,741 2,253,920
637,651 637,651 747,280
686,975 686,975 723,388
3,848,367 3,848,367 3,724,588
479,100 (475,000) 4,100 (94,501)
1,135,152 1,135,152 1,377,609
(656,052) (475,000) (1,131,052) (1,472,110)
87,929 504,426 592,355 576,137
1,023,455 1,023,455
8,038
(114,422) (114,422) (212,462)
996,962 504,426 1,501,388 371,713
340,910 29,426 370,336 (1,100,397)
26,737,675 4,484,729 31,222,404 32,322,801
$ 27,078,585 $ 4,514,155 $ 31,592,740 $ 31,222,404




TOWN HALL ASSOCIATION

Statement of Functional Expenses
For the Year Ended June 30, 2025

Payroll

Production and other events
Printing and advertising
Bank and loan fees

Travel and meals
Technology, supplies, and office support
Depreciation

Professional fees

Insurance

Interest

Occupancy

Total Expenses
Less depreciation

Less capital project expenses presented

separately on the statement of activities

and changes in net assets

Total Program and Operating Expenses on

on the Statement of Activities and
Changes in Net Assets

See accompanying notes.

Capital
Project Total Management
Program Expenses Program and General Fundraising 2025 Total
S 1,289,724 - S 1,289,724 S 445824 S 444,015 S 2,179,563
692,176 692,176 655 126,840 819,671
102,151 102,151 290 12,407 114,848
41,348 265 41,613 12,951 14,798 69,362
3,886 3,886 28,256 758 32,900
51,499 51,499 23,379 18,256 93,134
1,135,152 1,135,152 1,135,152
85,022 2,771 87,793 104,749 54,711 247,253
67,018 67,018 2,955 69,973
83,218 83,218 83,218
190,917 28,168 219,085 18,592 15,190 252,867
3,658,893 114,422 3,773,315 637,651 686,975 5,097,941
(1,135,152) (1,135,152) (1,135,152)
(114,422) (114,422) (114,422)
$ 2,523,741 - $ 2,523,741 $ 637,651 $ 686,975 $ 3,848,367




TOWN HALL ASSOCIATION

Statement of Functional Expenses
For the Year Ended June 30, 2024

Payroll

Production and other events
Printing and advertising
Bank and loan fees

Travel and meals
Technology, supplies, and office support
Depreciation

Professional fees

Insurance

Interest

Occupancy

Total Expenses
Less depreciation and amortization

Less capital project expenses presented

separately on the statement of activities

and changes in net assets
Total Program and Operating Expenses

on the Statement of Activities and
in Net Assets

See accompanying notes.

Capital
Project Total Management
Program Expenses Program and General Fundraising 2024 Total
S 1,111,514 - $ 1,111,514 S 564,955 § 423355 S 2,099,824
566,445 6,558 573,003 1,871 178,925 753,799
149,155 26,490 175,645 29,784 205,429
31,356 3,664 35,020 37,201 13,644 85,865
10,820 10,820 4,961 1,631 17,412
55,053 55,053 37,151 26,066 118,270
1,377,609 1,377,609 1,377,609
63,558 100,641 164,199 76,561 30,862 271,622
45,385 45,385 2,961 48,346
75,109 75,109 75,109
220,634 220,634 21,619 19,121 261,374
3,631,529 212,462 3,843,991 747,280 723,388 5,314,659
(1,377,609) (1,377,609) (1,377,609)
(212,462) (212,462) (212,462)
$ 2,253,920 - $ 2,253,920 $ 747,280 $ 723,388 $ 3,724,588




TOWN HALL ASSOCIATION

Statement of Cash Flows
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Cash Flows From Operating Activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided (used) by operating activities-
Depreciation
Amortization of capitalized loan fees
Realized and unrealized gains on investments
Contributions restricted by donors for endowment
Increase (Decrease) in operating assets:
Prepaid expenses
Grants and pledges receivable
Increase (Decrease) in operating liabilities:
Operating lease liability, net of right-of-use assets
Accounts payable and accrued liabilities
Deferred revenue and deposits

Net Cash Provided (Used) by Operating Activities

Cash Flows From Investing Activities:

Purchases of long-term investments

Proceeds from sale of investments

Purchases of land, building, improvements, and equipment
Net Cash Provided by Investing Activities

Cash Flows From Financing Activities:

Proceeds from contributions restricted by donors for endowment
Payments on long-term debt

Net Cash Used by Financing Activities

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents:
Beginning of year

End of Year

Supplemental Cash Flow Disclosures:
Cash paid for interest

See accompanying notes.

2025 2024

$ 370336 $ (1,100,397)
1,131,747 1,377,609
3,405 3,405
(462,459) (448,333)
(8,038)

(6,349) 6,708
40,701 (39,973)
4,299 34,893
25118 25,188
1,057 29,060
1,107,855 (119,878)
(342,755) (870,371)
538,997 1,236,977
(14,529) (12,689)
181,713 353,917
8,038

(1,066,810) (99,769)
(1,066,810) (91,731)
222,758 142,308
701,901 559,593

$ 924659 $ 701,901
S 83,468 $ 78,653



TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 1 - Summary of Operations and Significant Accounting Policies

Description of the Organization - Town Hall Association (“THA”") is a nonprofit corporation incorporated in the
State of Washington and operates as Town Hall Seattle.

Town Hall Seattle’s mission is to foster an engaged community through civic, arts, and educational programs that
reflect and inspire the region’s best impulses: creativity, empathy, and the belief that we all deserve a voice.
Central to its mission and operations is subsidized rental program for other nonprofits; THA is a shared resource
for other community organizations that rely on the facility as an affordable performance and meeting home, and
the organization to provide production and promotional support.

Town Hall Seattle also produces programs annually that span science, civics, the arts, and culture. From chamber,
world, and family concerts to public policy forums and scientific discovery, THA's season is a present-tense
reflection of life on the Puget Sound. With wide-open doors and deeply affordable ticket prices, THA is where the
community comes together to take part, be inspired, and use their voices to shape the future.

Town Hall Seattle is located in a renovated church dating back to 1916. Continuously used and well-maintained
for over 80 years, this First Hill landmark was purchased in 1998 from the Fourth Church of Christ Scientist by a
group of 16 civic-minded Seattle citizens for conversion into the community culture center it is today. THA
transitioned from tenant to landlord, assuming ownership of the building itself in late 2007.

Balancing historic preservation with critical infrastructure improvements and seismic retrofits, construction on
Town Hall Seattle began in August 2017 and THA celebrated an official reopening and ribbon cutting with a
month-long Homecoming Festival in September 2019.

Basis of Accounting - The financial statements of THA have been prepared on the accrual basis of accounting in
accordance with accounting standards generally accepted in the United States of America (U.S. GAAP). The
significant accounting policies followed by THA are described below to enhance the usefulness of the financial
statements to the reader.

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

Net Assets Without Donor Restrictions - Net assets that are not subject to donor-imposed stipulations.

Net Assets With Donor Restrictions - Net assets subject to donor-imposed stipulations that may or will be
met by actions of THA and/or the passage of time.

Contributions that are restricted by the donor are reported as increases in net assets without donor restrictions if
the restrictions expire in the reporting period in which the revenue is recognized; otherwise, they are reported as
increases in net assets with donor restrictions. When a donor restriction expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the statement of activities
and changes in net assets as net assets released from donor restrictions. Contributions that the donor requires to
be used to acquire long-lived assets (e.g., building improvements, furniture, fixtures, and equipment) are reported
as increases to net assets with donor restrictions. When the long-lived assets are placed into service, THA
reflects the expiration of the donor-imposed restriction as a release of net assets.
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TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 1 - Continued

Cash and Cash Equivalents - For the purpose of the statement of cash flows, cash and cash equivalents include
all cash on hand and in banks except for cash associated with the investment accounts. THA maintains its cash
in accounts that, at times, exceed the limits insured by the Federal Deposit Insurance Corporation.

Investments - Investments are reported at fair value. Realized and unrealized gains and losses are reflected in the
statement of activities and changes in net assets.

Board-Designated Reserve Funds - Board-designated reserve funds represent cash and investments that the
Board of Directors has set aside for operating and long-term reserves.

Grants and Pledges Receivable - Receivables are stated at the amount management expects to collect from
outstanding balances. All grants and pledges are expected to be collected within one year from the date of the
statement of financial position. Management provides for probable uncollectible amounts through a charge to
expense and a credit to a valuation allowance based on its assessment of the current status of individual
accounts. Balances still outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to trade accounts receivable. Changes in the valuation
allowance have not been material to the financial statements.

Land, Building, Improvements, and Equipment - THA capitalizes assets with an estimated useful life greater than
one year. Land, buildings, improvements, and equipment are stated at cost if purchased and estimated fair value
if donated. Depreciation of buildings, improvements, and equipment is computed using straight-line methods over
the following estimated useful lives:

Equipment 3 -7 years
Furniture 7 years
Building improvements 15-27.5years
Building 40 years

Leases - THA determines if an arrangement contains a lease at inception. Operating leases are included in right-
of-use (ROU) assets and lease liabilities in the statement of financial position. ROU assets represent a right to use
an underlying asset for the lease term and operating lease liabilities represent THA's obligation to make lease
payments arising from the lease. ROU assets and lease liabilities are recognized at the lease commencement
date based on the present value of lease payments over the lease term. THA'’s leases do not provide an implicit
rate of return; thus, THA uses the risk-free discount rate, determined using a period comparable with that of the
lease term from the later of the lease commencement date or implementation date. The ROU asset also includes
prepaid lease payments and unamortized initial direct costs, and excludes lease incentives. THA has lease
agreements with lease and non-lease components which are accounted for as a single lease component. Lease
terms may include options to extend or terminate the lease when it is reasonably certain that THA will exercise
that option. Lease expense for lease payments is recognized on a straight-line basis over the lease term. A ROU
asset and operating lease liability is not recognized for leases with an initial term of 12 months or less or if the
lease liability balance would be immaterial to the financial statements.

Federal Income Tax - THA has been notified by the Internal Revenue Service that it is exempt from federal income
tax under section 501(c)(3) of the Internal Revenue Code.



TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 1 - Continued

Use of Estimates - The preparation of financial statements in conformity with U.S. GAAP 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.

Revenue Recognition - Ticket and rental revenues are recognized when the performance obligations take place.
Advance sales of tickets or advance rental deposits are deferred to the applicable period in which the event
occurs.

Unconditional promises to give and contributions are recorded at fair value as cash or receivables, and as
revenues in the period received, in accordance with donor-imposed restrictions.

Government COVID-Relief Funding - Government COVID-relief funding of $140,355 recognized during the year
ended June 30, 2025, consisted of funding from the federal governments Employee Retention Tax Credits
program.

Concentrations of Credit Risk - THA had one donor representing 23% of contributions and grants revenue for the
year ended June 30, 2025 and two donors representing 37% of contributions and grants revenue for the year
ended June 30, 2024. Contributions and grants from members of THA’s board of directors totaled $1.15 million
for the year ended June 30, 2025.

Donated Artwork - Donations of artwork are recorded upon receipt at the established fair value. Artwork is
capitalized as an asset and reassessed annually for impaired value.

Operating and Nonoperating Activities - All activities are considered operating except for capital project
expenses, endowment-related transactions, contributions restricted for loan repayment, and investment return.
Capital project expenses include interest on the loan from THA's major renovation project, as well as significant
nonrecurring capital repairs and other costs. Gains or losses on disposal of property and equipment are reported
as operating activities in accordance with U.S. GAAP.

Methods Used for Allocation of Expenses Among Program and Supporting Services - Whenever possible, THA
directly traces expenses to the corresponding function and records them appropriately. Payroll expenses are
entered as direct expenses to the corresponding function. Shared expenses that cannot be directly traced,
including technology, telephone, office expense, and professional fees, are allocated to functions using
headcount as the allocation base.

Summarized Information for Prior Year - The financial statements include certain prior-year summarized
comparative information in total, but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with U.S. GAAP. Accordingly, such information should be read in
conjunction with THA's audited financial statements for the year ended June 30, 2024, from which the
summarized information was derived.

Subsequent Events - THA has evaluated subsequent events through October 9, 2025, the date on which the
financial statements were available to be issued.

-10 -



TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 2 - Investments and Fair Value Measurements

Investments at June 30 were comprised of the following:

2025 2024
Money market funds S 287,368 $ 393,527
Mutual funds-
Fixed income 1,618,179 1,585,374
Domestic equities 2,082,537 1,909,670
International 1,518,382 1,351,678
Total Investments $ 5,506,466 $ 5,240,249

U.S. GAAP defines fair value, establishes a framework for measuring fair value, and requires disclosures about
fair value measurements. To increase consistency and comparability in fair value measurements, U.S. GAAP uses
a fair value hierarchy that prioritizes the inputs to valuation approaches into three broad levels. The hierarchy
gives the highest priority to quoted prices in active markets (Level 1) and the lowest priority to unobservable
inputs (Level 3).

Investments valued using Level 1 inputs are based on unadjusted quoted market prices within active markets.
Investments valued using Level 2 inputs are based primarily on quoted prices for similar assets or liabilities in
active or inactive markets. Investments using Level 3 inputs are primarily valued using management'’s
assumptions about the assumptions market participants would utilize in pricing the asset or liability. Valuation
techniques utilized to determine fair value are consistently applied. All investments held by THA are valued using
Level 1 inputs.

The following is a description of the valuation methodologies used for investments. There have been no changes
in the methodologies used at June 30, 2025 and 2024.

Money Market Funds - Valued at cost plus accrued interest, which approximates fair value.

Mutual Funds - Valued at the closing price reported on the active market on which the securities are
traded.

Investment return was as follows for the years ended June 30:

2025 2024
Interest and dividends S 156,617 $ 153,859
Realized gains 27177 33,959
Unrealized gains 435,283 414,404
Investment fees (26,722) (26,085)
Total Investment Return $ 592,355 $ 576,137

-11 -



TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 2 - Continued

Investment return is presented on the statement of activities and changes in net assets as follows for the years
ended June 30:

2025 2024
Total investment return $ 592,355 $ 576,137
Less endowment appropriations included in operating activities (525,000)
Investment Return, Net of Endowment Appropriations
Included in Nonoperating Activities $ 67,355 $ 576,137
Note 3 - Land, Building, Improvements, and Equipment
Land, building, improvements, and equipment consisted of the following at June 30:
2025 2024
Land and land improvements $ 3,265,730 $ 3,265,730
Building and building improvements 30,063,743 30,049,215
Furniture 493,289 493,771
Equipment 1,430,619 1,596,229
35,253,381 35,404,945
Less accumulated depreciation (9,006,435) (8,040,781)
Total Land, Building, Improvements, and Equipment, Net $ 26,246,946  $ 27,364,164

Note 4 - Term Note

THA has a term note with the original principal balance of $2.5 million that matures in September 2029. The loan
is secured with cash equal to the outstanding balance of the loan, measured quarterly, in accounts with the bank,
and all property of THA. For the first five years through September 2024, the interest rate is 3.5%. Thereafter,
beginning in October 2024, the interest rate is the greater of 3.5% or the Federal Reserve’s Five-Year Treasury
Constant Maturity (CMT) rate plus 2.5%. Monthly payments of $14,573, including principal and interest, are
required through the maturity date of the note.

During the year ended June 30, 2025, THA amended their term loan effective January 2025. Beginning February
2025, interest accrues at a variable rate and was 6.15% at Jun 30, 2025. Monthly payments of $12,168, including
principal and interest, are required through the maturity date of the note at which time a balloon payment of
remaining principal and interest is due. THA is subject to prepayment penalties and financial and nonfinancial
covenants.

-12-



TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 4 - Continued
The future principal payments on the debt outstanding at June 30, 2025 are as follows:

For the Year Ending June 30,

2026 S 89,451
2027 95,747
2028 101,771
2029 108,421
2030 594,038
Total maturities 989,428
Less unamortized debt issuance costs (14,006)
Long-Term Debt, Net $ 975,422

Note 5 - Forgivable Capital Improvement Loans

During the year ended June 30, 2019, THA received financial support from the State of Washington Department of
Commerce for capital improvements to its building. The funds, received in the form of forgivable loans, have
restrictive covenants and conditions that limit the property to be used only as a theatre. The loans will be forgiven
if THA remains in compliance with the restrictive covenants and conditions for ten years. Since THA is currently in
compliance with the restrictive covenants and conditions and has no intentions to change the use of these
assets, the forgivable loans are treated as contingent liabilities in these financial statements and thus are not
recognized as liabilities on the statement of financial position. THA recorded revenue in the period the loans were
received. The original loan balance plus accrued interest of 5%, compounded annually, is due generally if THA
changes the use of facilities from the intended purpose or if the property is sold or refinanced and removed from
acceptable use before the period of restricted use ends. The maximum potential contingent liability under these
forgivable loans, including accrued interest, is approximately $3.6 million and $3.4 million at June 30, 2025 and
2024, respectively. The compliance period ends June 30, 2028.

Note 6 - Employee Retirement Benefit Plan

THA has a section 403(b) retirement plan for qualified employees. The plan provides for voluntary employee
contributions up to the maximum allowed by federal guidelines. THA provides a matching contribution on
employee deferrals of 50% up to a maximum amount of $2,000 per year. Matching contributions and expense
associated with contributions totaled $33,872 and $29,676 for the years ended June 30, 2025, and 2024,
respectively.
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TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 7 - Net Assets With Donor Restrictions and Endowment Funds

THA's net assets with donor restrictions consisted of the following at June 30:

2025 2024
Endowment funds-
General endowments - original gifts (corpus) S 4,104,644 S 4,104,644
Accumulated endowment earnings 359,511 380,085
Restricted for time 50,000
Total Net Assets With Donor Restrictions $ 4,514,155 S 4,484,729

THA’s endowment consists of two donor-restricted funds established for the support of its operations. As
required by U.S. GAAP, net assets associated with endowment funds are classified and reported based on the
existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law - THA is subject to the Washington State Prudent Management of Institutional
Funds Act (PMIFA) and, thus, classifies amounts in its donor-restricted endowment funds as net assets with
donor restrictions because those net assets are time restricted until the Board of Directors appropriates such
amounts for expenditure. The Board of Directors of THA has interpreted PMIFA as not requiring the maintenance
of purchasing power of the original gift amount contributed to an endowment fund, unless a donor stipulates the
contrary. As a result of this interpretation, when reviewing its donor-restricted endowment funds, THA considers a
fund to be underwater if the fair value of the fund is less than the sum of (a) the original value of initial and
subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are required to be
maintained in perpetuity in accordance with the direction of the applicable donor gift instrument. THA has
interpreted PMIFA to permit spending from underwater funds in accordance with the prudent measures required
under the law. Additionally, in accordance with PMIFA, THA considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

- The duration and preservation of the fund;

- The purposes of THA and the donor-restricted endowment fund;

- General economic conditions;

- The possible effect of inflation and deflation;

- The expected total return from income and the appreciation of investments;
- Other resources of THA; and

- The investment policies of THA.
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TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 7 - Continued
Endowment net assets activity consisted of the following:

Accumulated

Endowment Appreciation

Corpus  (Depreciation) Total
Balance, July 1, 2023 S 4,096,606 S (110,438) $ 3,986,168
Endowment contributions 8,038 8,038
Investment return 490,523 490,523
Balance, June 30, 2024 4,104,644 380,085 4,484,729
Investment return 504,426 504,426
Endowment appropriations (525,000) (525,000)
Balance, June 30, 2025 $ 4,104,644 $ 359,511 $ 4,464,155

Funds With Deficiencies - From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or PMIFA requires THA to retain as a fund of perpetual
duration. No such deficiencies existed as of June 30, 2025 and 2024.

Return Objectives and Risk Parameters - THA has adopted investment and spending policies for endowment
assets that attempt to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that THA must hold in perpetuity. Under this policy, as approved by the Board of Directors,
the endowment assets are invested in a manner that is intended to diversify investments within 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.

Strategies Employed for Achieving Objectives - The investment objectives for the endowment are to manage
contributions in a manner that will produce current income to support various programs of THA, thereby
maximizing the benefits intended by donors, and to achieve growth of both principal value and income over time
sufficient to preserve or increase the purchasing power of the assets of the endowment, thereby protecting those
assets against inflation. Total return shall be the method for measuring the performance of the endowment. This
refers to the combination of income (interest and dividends) and appreciation/depreciation in the fund’s value for
a certain period of time. The specific financial objective is to generate a total return that, over the long term,
provides sufficient assets to fund THA’s investment expenses and distributions pursuant to the spending policy
for the endowment, and to maintain the real (inflation adjusted) value of THA’s assets over a period of time.

Spending Policy and How the Investment Objectives Relate to Spending Policy - The Board of Directors sets the
spending policy for the endowment as part of the annual budgeting process upon recommendation from the
Finance Committee. The distribution percentage may be up to 5% of the rolling 12-quarter average of the market
value of the endowment. If there is a specific need that calls for an increased annual distribution over 5%, that
percentage will be determined during the annual budgeting process.
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TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 7 - Continued

THA did not make any distributions from the endowment during the year ended June 30, 2024. During the year
ended June 30, 2025, THA distributed $525,000 from their accumulated endowment earnings, which represented
a $175,000 distribution for the year ended June 30, 2025, and two retrospective distributions for $175,000 for

both years ended June 30, 2024 and 2023, respectively.

Note 8 - Lease Commitments

THA leases office space under a long-term, noncancelable lease agreement which expires in August 2029. The

lease includes a renewal option ranging up to 5 years that is excluded from the lease liability as it is not

reasonably certain the option will be exercised.

The components of lease expense for the year ended June 30 were as follows:

Operating lease cost $

Variable, short-term, and other lease costs

Total Leasing Expense S

Supplemental cash flow information related to leases as of June 30, is as follows:

Cash paid for amounts included in the
measurement of lease liabilities-
Operating cash flows from operating leases S

Right-of-use assets obtained in exchange for
new operating lease liabilities $

Weighted-average remaining lease term - operating lease

Weighted-average discount rate - operating lease
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2025 2024
57,299 65,548
4,600 4,122
61,899 69,670

2025 2024
53,000 65,655
- 276,476

4.0 5.0

2.8% 2.8%



TOWN HALL ASSOCIATION

Notes to Financial Statements
For the Year Ended June 30, 2025
(With Comparative Totals for 2024)

Note 8 - Continued
Future minimum payments required under leases as of June 30 are as follows:

For the Year Ending June 30,

2026 $ 65,058
2027 66,847
2028 68,691
2029 70,519
2030 11,703
Total undiscounted cash flows 282,818
Less present value discount (16,201)
Total Lease Liability $ 266,617

Note 9 - Liquidity and Availability of Financial Assets

THA is supported by a combination of contributed (membership, grants, and donations) and earned (tickets,
rentals, and refreshments) income. THA manages cash by separating operating cash and capital cash in separate
checking accounts. As part of THA's liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations come due. The Board of Directors has
designated funds for operating and long-term reserves. Reserve funds are held in investment accounts, which
totaled $1,041,130 and $754,199 as of June 30, 2025 and 2024, respectively.

THA’s endowment consists of two funds established for the general support of operations of THA. As described
in Note 7, the endowment has a spending rate cap set by the Board of Directors annually.

The following reflects THA's financial assets as of the date of the statement of financial position, reduced by
amounts not available for general use because of contractual or donor-imposed restrictions within one year of the
date of the statement of financial position. Amounts not available include board-designated reserves and
endowments that could be drawn upon if the governing board approves that action.

2025 2024

Financial assets at year end-

Cash and cash equivalents S 924,659 $ 701,901

Grants and pledges receivable 164,461 205,162

Investments 5,506,466 5,240,249
Total financial assets at year end 6,595,586 6,147,312
Less amounts not available for general expenditure within 12 months-

Endowment funds (4,464,155) (4,484,729)

Board-designated reserve funds (1,041,130) (754,199)
Financial Assets Available for General Expenditures

Within 12 Months $ 1,090,301 $ 908,384
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