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Independent Auditors’ Report

The Board of Directors
Young Men’s Christian Association of Honolulu:

Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of Young Men’s Christian Association of Honolulu (the Association),

which comprise the balance sheet as of December 31, 2024, and the related statements of activities, 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 the Association as of December 31, 2024, and the changes in its net assets and its cash flows for
the year then ended in accordance with U.S. generally accepted accounting principles.

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 Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Association 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 U.S. generally accepted accounting principles, 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 the Association’s ability to continue as a
going concern for one year after the date that the financial statements are available to be issued.

Auditors’ 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 auditors’ 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.

KPMG LLP, a Delaware limited liability partnership and a member firm of
the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee.



KPMG

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

Report on Summarized Comparative Information

We have previously audited the Association’s 2023 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated September 30, 2024. In our opinion, the
summarized comparative information presented herein as of and for the year ended December 31, 2023, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

KPMe LLP

Honolulu, Hawaii
September 29, 2025



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU

Balance Sheet

December 31, 2024

Assets

Cash and cash equivalents
Accounts and pledges receivable, net

Prepaid expenses

Inventory

Operating lease right-of-use assets

Investments

Land, buildings, and equipment, less accumulated depreciation

Liabilities:

Total assets

Liabilities and Net Assets

Accounts payable and accrued expenses

Deferred revenue

Operating lease liabilities
Liability under split-interest agreements

Net assets:

Total liabilities

Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.

(with summarized financial information as of December 31, 2023)

2024 2023
2,801,474 1,851,067
10,214,186 2,744,889
418,376 316,479
36,473 38,470
70,032 118,655
31,876,352 27,882,491
33,645,721 34,480,691
79,062,614 67,432,742
3,343,070 2,633,812
990,048 2,042,837
70,032 118,655
8,818 9,808
4,411,968 4,805,112
56,318,888 55,174,765
18,331,758 7,452,865
74,650,646 62,627,630
79,062,614 67,432,742




YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU

Statement of Activities

Year ended December 31, 2024

(with summarized financial information for the year ended December 31, 2023)

Revenue, gains, and other support:
Program service fees
Government grants
Contributions and bequests
Investment return, net

Aloha United Way contribution allocation

Special events and others, net
Other
Net assets released from restrictions:

Satisfaction of capital and program restrictions

Total revenue, gains, and other support

Expenses:

Program services:
Youth development
Healthy living
Social responsibility

Total program services

Supporting services:
Management and general
Fund-raising

Total supporting services

Total expenses

Change in net assets
Net assets at beginning of year

Net assets at end of year

See accompanying notes to financial statements.

Without donor With donor 2024 2023

restrictions restrictions total total
20,850,609 — 20,850,609 19,716,354
10,415,983 — 10,415,983 6,244,880
381,386 10,337,456 10,718,842 2,117,613
3,511,879 900,436 4,412,315 4,786,313
6,905 — 6,905 13,486
46,658 — 46,658 86,222
151,885 — 151,885 158,257
358,999 (358,999) — —
35,724,304 10,878,893 46,603,197 33,123,125
16,747,545 — 16,747,545 12,998,476
8,490,544 — 8,490,544 7,790,835
4,736,685 — 4,736,685 4,523,837
29,974,774 — 29,974,774 25,313,148
3,304,877 — 3,304,877 3,442,810
1,300,530 — 1,300,530 1,091,535
4,605,407 — 4,605,407 4,534,345
34,580,181 — 34,580,181 29,847,493
1,144,123 10,878,893 12,023,016 3,275,632
55,174,765 7,452,865 62,627,630 59,351,998
56,318,888 18,331,758 74,650,646 62,627,630
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YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Statement of Cash Flows

Year ended December 31, 2024
(with summarized financial information for the year ended December 31, 2023)

2024 2023

Cash flows from operating activities:
Change in net assets $ 12,023,016 3,275,632
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation 1,958,155 2,022,018
Net realized and unrealized gain on investments (3,543,160) (3,941,445)
Bad debt expense (recovery) (25,105) 164,479
Loss on disposal of land, buildings, and equipment 70,061 80,424
Contributions restricted for long-term investment (66,522) (5,360)
Changes in operating assets and liabilities:
(Increase) decrease in accounts and pledges receivable (7,444,192) 53,558
Increase in prepaid expenses (101,897) (81,084)
Decrease in inventory 1,997 2,447
Decrease in operating lease right-of-use assets 48,623 65,887
Increase (decrease) in accounts payable and
accrued expenses 778,758 (13,981)
Decrease in deferred revenues (1,052,789) (1,105,245)
Decrease in operating lease liabilities (48,623) (65,887)
Net cash provided by operating activities 2,598,322 451,443
Cash flows from investing activities:
Purchases of land, buildings, and equipment (1,262,746) (1,721,678)
Proceeds from sale of investments 2,139,989 3,310,512
Purchases of investments (2,590,690) (3,014,307)
Net cash used in investing activities (1,713,447) (1,425,473)
Cash flows from financing activities:
Decrease in liabilities under split-interest agreements, net (990) (990)
Proceeds from contributions restricted for long-term investment:
Endowment 66,522 5,360
Net cash provided by financing activities 65,532 4,370
Net increase (decrease) in cash and cash equivalents 950,407 (969,660)
Cash and cash equivalents at beginning of year 1,851,067 2,820,727
Cash and cash equivalents at end of year $ 2,801,474 1,851,067

Supplemental disclosures of noncash investing activities:
Accounts payable and accrued expenses associated with
purchases of land, buildings, and equipment $ — 69,500

See accompanying notes to financial statements.



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

(1) Organization and Summary of Significant Accounting Policies

(a)

(b)

(c)

(d)

(e)

Organization

Young Men'’s Christian Association of Honolulu (the Association or YMCA) was founded in 1869 and
today is comprised of nine operating branches on the island of Oahu, Hawaii. The Association works to
advance its cause of strengthening community through youth development, healthy living, and social
responsibility. Youth development aims to nurture the potential of every child and teen through
programs such as afterschool and summer childcare programs, education and leadership, swim and
camp. Healthy living programs aim to improve the nation’s health and well-being through programs that
focus on family time, well-being and fitness, sports and recreation. Social responsibility incorporates
giving back and providing support to its neighbors with programs that include social services, global
services, volunteerism and advocacy.

Financial Statement Presentation

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

Net Assets without donor restrictions — Net assets not subject to donor-imposed stipulations.

Net Assets with donor restrictions — Net assets subject to donor-imposed stipulations that may or will
be met either by actions of the Association and/or the passage of time. Other donor-imposed
stipulations are perpetual in nature, whereby the donor has stipulated the funds must be maintained
permanently by the Association. The donors of these assets permit the Association to use all of the
income earned on related investments for general or specific purposes.

Cash Equivalents

For purposes of the statement of cash flows, the Association considers all highly liquid investments
with original maturities of three months or less when purchased to be cash equivalents. At
December 31, 2024, the Association held $112,679 of cash equivalents consisting of money market
accounts.

Inventory

Supplies inventory is carried at the lower of cost (determined on the first-in, first-out method) or net
realizable value.

Investments

Investment securities are reported at fair value with unrealized gains and losses included in the
statement of activities. Gains and losses on investments are reported as increases or decreases in net
assets without donor restrictions, unless their use is restricted by explicit donor stipulations or by law.
The fair value of investment securities is the price that would be received to sell the investment security
in an orderly transaction between market participants at the measurement date.

7 (Continued)
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(9)

(h)

YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

Land, Buildings, and Equipment

Land, buildings, and equipment are capitalized at cost, if purchased, or at fair value at the date of the
donation.

The Association reports gifts of land, buildings, and equipment as unrestricted support unless explicit
donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be
used to acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations
about how long those long-lived assets must be maintained, the Association reports expirations of
donor restrictions when the acquired long-lived assets are placed in service.

Depreciation of long-lived assets is calculated on the straight-line basis over estimated useful lives as
follows:

Years
Buildings and improvements 10 to 50
Furniture, fixtures, and equipment 3to10
Vehicles 3to7

Deferred Revenue

Deferred revenue consists primarily of membership dues and program fees collected in advance of the
effective period or services rendered.

Contributions

Contributions are recorded in the period received. Unconditional promises to give (pledges
receivable) that are expected to be collected within one year are recorded at net realizable value.
Contributions receivable that are expected to be collected in future years are recorded at the present
value of their estimated future cash flows. The discounts on those amounts are computed using fair
value interest rates applicable to the years in which the promises are received. Amortization of the
discounts is included in contributions and bequests. Conditional contributions are recorded at their
estimated fair value in the period the conditions are met or in the period received if there is only a
remote likelihood that those conditions will not be met.

The Association reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that is,
when a stipulated time restriction ends or purpose restriction is accomplished, 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.

The Association provides an allowance for uncollectible pledges receivable based upon historical
experience with its donors as well as individual donor circumstances.

8 (Continued)
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YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

Long-Lived Assets

Long-lived assets, such as property, plant, and equipment, and purchased intangibles subject to
amortization are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. Management did not identify any matter that
would lead to an impairment loss for the year ended December 31, 2024.

Liquidity and Availability

The Association’s financial assets available within one year of the balance sheet for general
expenditure are as follows:

Financial assets at year end:

Cash and cash equivalents $ 2,801,474
Accounts and pledges receivable, net 10,214,186
Investments 31,876,352
Total financial assets 44,892,012

Less amounts not available to be used within one year:
Net assets with donor restrictions (18,331,758)
Less net assets with purpose restrictions to be met in less than a year 442,702

Financial assets available to meet general expenditures over
the next twelve months $ 27,002,956

As part of its liquidity plan, excess cash is invested in investments, including certificates of deposit,
mutual funds, bond funds, common stock and exchange traded funds. The Association has a margin
account to meet additional cash flow needs.

Use of Estimates

The preparation of the financial statements in accordance with U.S. generally accepted accounting
principles, requires management of the Association to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenses during the reporting
periods. Actual results could differ from those estimates. Such estimates include the useful lives of
land, buildings, and equipment, the fair value of investments, and the valuation allowances of
receivables.

Income Taxes

The Association is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code.
The Association is generally not subject to federal income taxes. However, the Association is subject to
income taxes on any net income that is derived from trade or business, regularly carried on and not in
furtherance of the purposes for which it was granted exemption. No income tax provision has been
recorded, as it is the opinion of management that net income from any unrelated trade or business, if
any, is not material to the financial statements taken as a whole. The Association is no longer subject

9 (Continued)



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

to income tax examinations by federal tax authorities for years before 2021 and state tax authorities for
years before 2021.

(m) Fair Value Measurements

The Association measures its financial assets, liabilities, and nonfinancial items that are recognized or
disclosed at fair value in the financial statements on a recurring basis. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

(n) Prior Year Comparative Information

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. generally accepted accounting principles. Accordingly, such information should be
read in conjunction with the Association’s financial statements for the year ended December 31, 2023,
from which the summarized information was derived.

(2) Pledges Receivable

Pledges receivable for the Association’s capital campaign consist of the following at December 31, 2024:

Contributions to be received within one year $ 559,750
Contributions to be received in one to five years 7,239,717
7,799,467

Less unamortized discount (2.46%—4.38%) (1,408,720)
Net pledges receivable $ 6,390,747

The allowance for uncollectible pledges receivable at December 31, 2024 was $99,235.

(3) Investments
(a) Fair Value of Financial Instruments

The Association utilizes valuation techniques that maximize the use of observable inputs and minimize
the use of unobservable inputs to the extent possible. The Association determines fair value based on
assumptions that market participants would use in pricing an asset or liability in the principal or most
advantageous market. When considering market participant assumptions in fair value measurements,
the following fair value hierarchy distinguishes between observable and unobservable inputs, which are
categorized in one of the following levels:

e Level 1 —Valuations for assets and liabilities traded in active exchange markets, such as the New
York Stock Exchange. Valuations are obtained from readily available pricing sources for market
transactions involving identical assets or liabilities.

e Level 2 — Valuations for assets and liabilities traded in less active dealer or broker markets. Level 2
valuations are based upon quoted prices for similar instruments in active markets, quoted prices for

10 (Continued)



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

identical or similar instruments in markets that are not active, and model-based valuation
techniques for which all significant assumptions are observable in the market.

e Level 3 — Valuations for assets and liabilities that are derived from other valuation methodologies,
including discounted cash flow models and similar techniques, and not based on market exchange,
dealer, or broker-traded transactions. Level 3 valuations incorporate certain assumptions and
projections in determining the fair value assigned to such assets or liabilities.

The level in the fair value hierarchy within which a fair value measurement in its entirety falls is based
on the lowest-level input that is significant to the fair value measurement in its entirety.

Investments are valued at closing price reported on the active market in which the individual securities
are traded.

The following table presents the balances of assets that are measured at fair value on a recurring basis
by level at December 31, 2024:

Quoted prices Significant
in active other Significant
markets for observable unobservable
identical assets inputs inputs
(Level 1) (Level 2) (Level 3) Total
Investments:
Cash and cash equivalents ~ $ 1,076,169 — — 1,076,169
Bond funds 3,745,215 — — 3,745,215
Short-term funds 9,716 — — 9,716
International funds 1,054,434 — — 1,054,434
Exchange traded funds 25,990,818 — — 25,990,818
$ 31,876,352 — — 31,876,352

The Association’s accounting policy is to recognize transfers between levels of the fair value hierarchy
on the date of the event or change in circumstances that caused the transfer. There were no transfers
into or out of Level 3 for the year ended December 31, 2024.

11 (Continued)



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

(4) Land, Buildings, and Equipment
A summary of land, buildings, and equipment as of December 31, 2024 is as follows:

Land $ 5,557,770
Buildings and building improvements 52,845,774
Furniture, fixtures, and equipment 5,004,524
Vehicles 893,482
Construction in progress 1,026,144

65,327,694
Less accumulated depreciation (31,681,973)

$ 33,645,721

(5) Credit Facility

The Association has a revolving margin account with an investment firm to be used for working capital,
short-term, or long-term needs. This account has no expiration date, and borrowings are allowed up to 50%
of its investment holdings. Interest on amounts drawn are floating at the Federal Fund rate plus 1.5%. At
December 31, 2024, the Association did not have any outstanding borrowings.

(6) Operating Leases

(a) As Lessee

The Association leases the land underlying its Kaimuki branch under an operating lease expiring in
2026. The lease provides for early termination with 180 days’ prior written notice by either the
Association or the lessor. Total lease expense under this lease was $50,000 in 2024.

Right-of-use assets and operating lease liabilities reported on the balance sheet as of December 31,
2024 were $70,032 and $70,032, respectively.

Other information related to leases as of December 31, 2024 is as follows:

Supplemental cash flow information:
Cash paid for amounts included in the
measurement of lease liabilities:

Cash used in operations for operating leases $ 50,000
Weighted average remaining lease term (in years) 2
Weighted average discount rate 1.37%

12 (Continued)



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

Maturities of lease liabilities, net of interest, under noncancellable leases as of December 31, 2024 are

as follows:
2025 $ 49,293
2026 20,739
$ 70,032

(b) As Lessor

The Association leases portions of its Kalihi, and Nuuanu branches under operating leases expiring
through 2054.

At December 31, 2024, future minimum rental income is as follows:

2025 $ 87,912
2026 88,930
2027 90,766
2028 93,150
2029 95,810
Thereafter 1,506,300

$ 1,962,868

Minimum future rental income does not include contingent rents that may be received under the partial
building leases for rents based on the tenant’s gross sales.

(7) Pension Plan

The Association participates in a defined-contribution, individual account, money purchase retirement plan,
which is administered by the Young Men'’s Christian Association Retirement Fund (YMCA Retirement
Fund) (a separate corporation). This plan is for the benefit of all eligible employees of the Association who
qualify under the participation requirements.

In accordance with the agreement with the YMCA Retirement Fund, contributions by the Association and
employees of the Association are based on a percentage of the participating employees’ salaries and are
to be remitted to the YMCA Retirement Fund on a monthly basis. Contributions made by the Association to
the YMCA Retirement Fund for the year ended December 31, 2024 totaled $1,044,228.

The YMCA Retirement Fund is operated as a church pension plan and is a nonprofit, tax-exempt New York

State corporation (1922). Participation is available to all duly organized and reorganized Young Men’s
Christian Associations in the United States.

13 (Continued)



YOUNG MEN’S CHRISTIAN ASSOCIATION OF HONOLULU
Notes to Financial Statements
December 31, 2024

(8) Net Assets With Donor Restrictions

Net assets with donor restrictions at December 31, 2024 are available for the following purposes:

Subject to expenditure for specific purposes:

Capital projects $ 9,756,131
Scholarships 1,929,888
Other 2,711,978

14,397,997

Restricted for investment in perpetuity and the income from which is expendable
to support the following:

General endowment 2,823,453
H.B. Clark, Jr. Scholarship Fund 295,614
B.F. Beardmore Endowment Fund 176,760
Rodney and Lena Matsumoto Family Education Fund 91,949
August Yee International Scholarship Fund 52,424
Don Anderson Scholarship Fund 64,650
Elias Family Fund 35,5639
A.J. Jackson Camp Scholarship Fund 43,650
Michael & Gail Kawaharada and Matsuko Kawaharada Family Endowment Fund 196,896
Chan Ju Richardson Endowment Fund 29,951
Michael Broderick Fund for At-Risk Youth 122,875
3,933,761

Total net assets with donor restrictions 3 18,331,758

In 2024, net assets in the amount of $358,999 were released from donor restrictions by incurring expenses
satisfying the restricted purposes or by occurrence of the passage of time or other events specified by
donors are as follows:

Subject to expenditure for specific purposes:

Capital projects $ 217,499
Scholarships 50,000
Other 91,500

Total net assets with donor restrictions 3 358,999

(9) Endowment

The Association’s endowment consists of 11 donor-designated endowment funds established for a variety
of purposes. At December 31, 2024, the endowment fund amounted to $7,394,501.
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For the year ended December 31, 2024, the changes in endowment net assets are as follows:

Endowment net assets, beginning of year $ 6,626,780
Investment return, net 900,436
Contributions 66,522
Appropriations of endowment assets for

expenditure (199,237)
Endowment net assets, end of year $ 7,394,501

Description of amounts classified as net assets with donor restrictions is as follows:

The portion of net assets with donor restrictions, excluding endowment funds,

subject to purpose restrictions $ 10,937,257

The portion of endowment funds that is required to be retained either by explicit
donor stipulation or by HUPMIFA 7,394,501
Total net assets with donor restrictions $ 18,331,758

(a) Interpretation of Relevant Law

The Association is subject to Hawaii’'s enacted version of the Uniform Prudent Management of
Institutional Funds Act (HUPMIFA) 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. Most of those net assets also are subject to
purpose restrictions that must be met before reclassifying those net assets to net assets without donor
restrictions. The board of directors has interpreted HUPMIFA 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, the Association 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. The Association has interpreted HUPMIFA to permit
spending from underwater funds in accordance with the prudent measures required under the law.
Additionally, in accordance with HUPMIFA, the Association considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
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(6) Other resources of the organization
(7) The investment policies of the Association.

(b) Description of Amounts Classified as Net Assets With Donor Restrictions
(i)  Return Objectives and Risk Parameters

The Association 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 the Association must hold in perpetuity.

(i) Strategies Employed for Achieving Objectives

To satisfy its long-term rate of return objectives, the Association relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Association targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within prudent risk constraints.

(i)  Spending Policy and How the Investment Objectives Relate to Spending Policy

Under the terms of the endowment fund, the Association has a policy of appropriating, for program
use, amounts not to exceed 4.5% of the investment portfolio, provided that such withdrawal does
not erode the principal balance. In establishing this policy, the Association considered the
long-term expected return on its endowment. Accordingly, over the long term, the Association
expects the current spending policy to allow its endowment to grow at a rate that exceeds the
spending rate. This is consistent with the Association’s objective to maintain the purchasing power
of the endowment assets held in perpetuity or for a specified term as well as to provide additional
real growth through new gifts and investment returns.

Litigation

The Association is involved in claims arising in the ordinary course of business. Management, after
consultation with legal counsel, is of the opinion that the ultimate resolution of these matters will not have a
material adverse effect on the Association’s financial statements.

Commitments and Contingencies

Federal grant programs are subject to review by the grantor agencies, which could result in requests for
reimbursement to grantor agencies for disallowed expenditures. Management believes that it has adhered
to the terms of its grants and that any disallowed expenditures resulting from such review would not have a
material effect on the financial position of the Association.

Subsequent Events

The Association has evaluated subsequent events from the balance sheet date through September 29,
2025, the date at which the financial statements were available to be issued, and determined there are no
other items to disclose.
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