TILTH ALLIANCE

FINANCIAL STATEMENTS
AND
INDEPENDENT AUDITORS’ REPORT

YEARS ENDED DECEMBER 31, 2023 AND 2022



TILTH ALLIANCE

Years Ended December 31, 2023 and 2022

TABLE OF CONTENTS

Independent AUditors’ REPOTt........c.eevuiiiiiiiiiiiiieie ettt ettt ae e eenes
Financial Statements:
Statements of Financial POSTHON .........ccccuiiiiiiiiiieiieiiieiiece e
StatemMeEnts Of ACHVILICS ...ccuiieiiieeiiieeiie ettt e et e et e e et eseaeesnareeeaeeesnneeenns
Statements of Functional EXPEnses ........ccccuieiiiiiiiiieiiieecieeeiiee et

StatemeENtS OF CaASH FLOWS...oooiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeee ettt e e e eeeeees

Notes t0 the fINANCIAL STATEIMENTS .eovvvneeee ettt ettt eeeeeeeeeeeereaaaaeeeeeeeereennnas 9

Page
1-2
3
4-5
6-7
. 8
~19



FINNEY, NEILL & COMPANY, P.S.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
Tilth Alliance

Opinion

We have audited the accompanying financial statements of the Tilth Alliance, a nonprofit organization (the
“Organization”), which comprise the statements of financial position as of December 31, 2023 and 2022, and
the related statements of activities, functional expenses, and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Tilth Alliance as of December 31, 2023 and 2022, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Organization's ability to continue as a
going concern within 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 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.

9757 Greenwood Avenue North e Seattle, WA 98103 ¢ (206) 298-9811 ¢ FAX: 298-9772
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INDEPENDENT AUDITORS’ REPORT, CONTINUED

In performing an audit in accordance with generally accepted auditing standards, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

Ty

N # Company P S

Seattle, Washington
November 23, 2024



TILTH ALLIANCE
Statements of Financial Position
December 31, 2023 and 2022

2023 2022
ASSETS
Current assets:
Cash and cash equivalents $ 698,192 882,161
Grants and accounts receivable 510,986 889,662
Prepaid and other assets 30,668 46,023
Total current assets 1,239,846 1,817,846
Operating lease right-of-use asset, net 329,638 402,007
Finance lease right-of-use asset, net 41,361 54,088
Property and equipment, net 133,611 165,967
Total assets $ 1,744,456 2,439,908
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and other accrued liabilities $ 96,304 160,632
Accrued liabilities 115,788 126,157
Lease liabilitities, current portion 85,536 79,690
Total current liabilities 297,628 366,479
Operating lease liability, net of current portion 262,945 335,843
Finance lease liability, net of current portion 29,635 42,273
Total liabilities 590,208 744,595
Net assets:
Net assets without donor restrictions 857,484 1,556,473
Net assets with donor restrictions 296,764 138,840
Total net assets 1,154,248 1,695,313
Total liabilities and net assets $ 1,744,456 2,439,908

See accompanying notes and independent auditors’ report.



TILTH ALLIANCE
Statement of Activities
Year ended December 31, 2023

Without Donor With Donor

Restrictions Restrictions Total
Support and revenue:
Government grants $ 2,026,585 334,847 2,361,432
Contributions 1,148,143 198,000 1,346,143
Classes and other program income 357,766 - 357,766
Sales, net 258,331 - 258,331
In-kind contributions 75,000 - 75,000
Other income 39,501 - 39,501
Net assets released from restriction 374,923 (374,923) -
Total support and revenue 4,280,249 157,924 4,438,173
Expenses:
Program services 3,962,108 - 3,962,108
Management and administration 671,766 - 671,766
Fundraising and development 345,364 - 345,364
Total expenses 4,979,238 - 4,979,238
Change in net assets (698,989) 157,924 (541,065)
Beginning net assets 1,556,473 138,840 1,695,313
Ending net assets $ 857,484 296,764 1,154,248

See accompanying notes and independent auditors’ report.
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TILTH ALLIANCE
Statement of Activities
Year ended December 31, 2022

Without Donor With Donor
Restrictions Restrictions Total
Support and revenue:
Government grants $ 1,946,075 43,989 1,990,064
Contributions 919,269 94,851 1,014,120
Classes and other program income 294,252 - 294,252
Sales, net 243,555 - 243,555
In-kind contributions 75,000 - 75,000
Other income 1,190,553 - 1,190,553
Net assets released from restriction 233,039 (233,039) -
Total support and revenue 4,901,743 (94,199) 4,807,544
Expenses:
Program services 3,119,807 - 3,119,807
Management and administration 562,832 - 562,832
Fundraising and development 333,246 - 333,246
Total expenses 4,015,885 - 4,015,885
Change in net assets 885,858 (94,199) 791,659
Beginning net assets 670,615 233,039 903,654
Ending net assets $ 1,556,473 138,840 1,695,313

See accompanying notes and independent auditors’ report.



TILTH ALLIANCE
Statement of Functional Expenses
Year ended December 31, 2023

Rainier
Beach
Foodand  Farm and Natural Urban Youth and Program Management
gardening  Agriculture Market  Yard Care Farm Family Other Services and General  Fundraising Total

Salaries and contractor expenses $486,412 326,641 273,844 358,149 160,946 405,958 50,196 2,062,146 332,697 315,967 2,710,810
Supplies 145,062 3,795 271,627 16,099 22,130 24,206 88,743 571,662 8,535 1,803 582,000
Professional services 29,321 191,967 900 95,521 63,904 12,540 236,211 630,364 62,411 6,594 699,369
Grants paid to other organizations - 484,443 - - - - - 484,443 8,550 - 492,993
Occupancy 961 275 - 2,681 39,241 - 3,926 47,084 90,821 - 137,905
In-kind rent - - - - 40,000 - 40,000 35,000 - 75,000
Permits, licenses, and fees 2,244 3,957 6,989 727 418 5,554 17,393 37,282 17,398 2,885 57,565
Telecommunications - 144 - 332 3,765 - - 4,241 16,265 178 20,684
Equipment and maintenance 2,463 - 3,091 - 956 - 13,848 20,358 7,301 - 27,659
Depreciation and amortization - - - - - - - - 45,083 - 45,083
Printing, postage, and shipping 570 6,670 2,085 721 - 695 1,170 11,911 2,200 14,743 28,854
Insurance - - - - - - - - 30,132 - 30,132
Travel 12,745 5,399 1,692 3,637 88 925 3,413 27,899 1,438 647 29,984
State and local taxes - - - - - - - - 12,622 - 12,622
Other 1,433 21,202 - 275 322 300 1,186 24,718 1,313 2,547 28,578

Total expenses 681,211 1,044,493 560,228 478,142 331,770 450,178 416,086 3,962,108 671,766 345,364 4,979,238
Cost of Goods Sold - - 204,873 - - - - 204,873 - - 204,873

Total functional expenses $681,211 1,044,493 765,101 478,142 331,770 450,178 416,086 4,166,981 671,766 345,364 5,184,111

See accompanying notes and independent auditors’ report.



TILTH ALLIANCE
Statement of Functional Expenses
Year ended December 31, 2022

Rainier
Foodand  Farm and Natural Beach Youth and Program  Management
gardening  Agriculture Market Yard Care Urban Family Other Services and General Fundraising Total

Salaries and contractor expenses $471,209 259,755 216,527 277,465 107,219 327,129 56,023 1,715,327 243,351 287,710 2,246,388
Supplies 212,777 2,894 318,551 11,605 20,166 18,668 14,506 599,167 5,936 1,481 606,584
Professional services 65,057 106,009 - 38,132 42,845 21,801 98,567 372,411 36,229 18,427 427,067
Grants paid to other organizations - 249,873 - - - - - 249,873 15,000 - 264,873
Occupancy - - - 525 72,938 - 2,828 76,291 56,537 - 132,828
In-kind rent - - - - - 75,000 75,000
Permits, licenses, and fees 2,639 2,659 5,718 331 535 4,104 17,860 33,846 12,717 3,103 49,666
Telecommunications - 180 - 67 2,935 - 600 3,782 26,666 1,605 32,053
Equipment and maintenance - - 3,083 - 3,255 61 8,739 15,138 9,796 - 24,934
Depreciation and amortization - - - - - - - - 45,007 - 45,007
Printing, postage, and shipping 478 2,606 2,688 1,336 - 1,531 416 9,055 1,529 16,432 27,016
Insurance - - - - - - 803 803 18,271 - 19,074
Travel 11,510 14,900 1,846 5,157 410 2,444 1,393 37,660 381 235 38,276
State and local taxes - - - - - - - - 12,209 - 12,209
Other 100 6,132 - 138 - 84 - 6,454 4,203 4,253 14,910

Total expenses 763,770 645,008 548,413 334,756 250,303 375,822 201,735 3,119,807 562,832 333,246 4,015,885
Cost of Goods Sold - - 199,928 - - - - 199,928 - - 199,928

Total functional expenses $763,770 645,008 748,341 334,756 250,303 375,822 201,735 3,319,735 562,832 333,246 4,215,813

See accompanying notes and independent auditors’ report.



TILTH ALLIANCE
Statements of Cash Flows

Years ended December 31, 2023 and 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from grants, contributions, and member dues
Cash received from contracts, classes, and sales

Cash received from other sources

Cash paid to employees

Cash paid to suppliers and vendors

Cash paid in grants to other organizations

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Principal payments on financing leases

Net cash provided by (used in) financing activities

Net increase (decrease) in cash
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid for interest - leases

Loan forgiveness income

See accompanying notes and independent auditors’ report.

2023 2022
$ 3,647,653 3,053,253
820,970 737,735
478,099 356,136
(2,721,179) (2,219,323)
(1,903,792) (1,525,933)
(492,993) (264,873)
(171,242) 136,995
: (117,190)
; (117,190)
(12,727) (9,545)
(12,727) (9,545)
(183,969) 10,260
882,161 871,901
$ 698,192 882,161
$ 1,214 1,114
$ - 395,819




TILTH ALLIANCE
Notes to Financial Statements
Years ended December 31, 2023 and 2022

1. DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Tilth Alliance (the Organization) is nurturing a more vibrant and sustainable food culture in
Washington state by using farms, gardens, and kitchens as classrooms to teach people about growing
and eating fresh nourishing food while regenerating healthy ecosystems. The Organization’s vision is
that everyone be able to eat healthy food, every day, regardless of where they live or their income
level. Through the Organization, farmers and eaters, gardeners, cooks, and environmental advocates
are uniting to nourish our selves, our families, our communities, and the earth.

In 2016, Seattle Tilth, Tilth Producers, and Cascade Harvest Coalition merged to become Tilth
Alliance, realizing that the most effective way to get more people growing and eating healthy food is
to unify these similar nonprofits into one more impactful organization. Since its grassroots beginnings
in 1974, the Tilth movement has matured, and the Organization’s programs are recognized nationally
in sustainable agriculture education, natural resource conservation, and food security.

The Organization deploys hundreds of volunteers and reaches many thousands of participants through
a broad variety of programs, classes, and direct services.

The Organization fiscally sponsors three groups formed for charitable purposes, each of which relates
to the Organization’s main mission. As the fiscal sponsor for these groups, the Organization receives
and maintains custody of contributions, performs recordkeeping, and monitors compliance with the
contractual obligations as set forth in the fiscal sponsorship agreement. As part of the agreement,
these groups pay a 10-percent administrative fee based on the cash received by the Organization. Due
to the specialized nature of the groups, donations to the fiscal sponsorships are recorded as donor
restricted revenue. Disbursements are considered Organization expenses. Expenses related to the
entities being sponsored are recorded in the appropriate natural category in the statement of functional
expenses.

When an agency is brought on as a fiscally sponsored group by the Organization, total assets, net of
total liabilities, of the group as of the date of the fiscal sponsorship commencement are recorded as
donor-restricted income in the Organization’s statement of activities. When an agency terminates
their fiscal sponsorship with the Organization, the net assets of the group as of the date of the
termination are recorded as expenses in the Organization’s statement of activities. During the years
ended December 31, 2023 and 2022, $0 and $35,000 in fiscal sponsor deposits were recorded as
donor-restricted income, and $0 and $15,000 in fiscal sponsor payouts were recorded in program
expenses in the statement of activities, respectively.

Programs offered by the Organization and fiscally sponsored groups include:

e Hands-on science-based educational experiences so people can get their hands in the soil and
shift their understating of how food is grown.

e Resources that help people grow, source, cook and enjoy food in a way that doesn’t degrade
the planet and that reduces waste.

e Access to healthy, nutritious food for low-income families, people of color, children and
youth, immigrants, and refugees.

These notes are an integral part of the consolidated financial statements.
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TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES, continued

e A vision for the future of food that is built upon sustainability, tradition, equity, and
celebration.

e Peer-to-peer learning, networking, and resources for farmers to have thriving, successful
businesses and be able to continue feeding local communities.

Classes or programs for adults focus on topics such as organic gardening and farming, building
healthy soil, raising urban livestock, cooking, nutrition, and food preservation. Children participate in
garden education through schools, childcare centers, community groups and summer camps, and
learn about soil, plants and living creatures, growing food, nutrition and taking care of the earth.
People of all ages who participated in these activities are encouraged to increase their understanding
and knowledge, while incorporating new practices at home and in their communities.

The Organization also offers programming on job and life skills development for homeless and
underserved youth, and farm business development for new farmers, with a focus on immigrants,
refugees, and people with limited resources. Youth learn to grow and harvest food which they sell as
part of Tilth Alliance’s CSA, while earning a wage and learning teamwork, punctuality, customer
service and other crucial job skills.

The Organization supports the farming community in Washington state through Farm Walks and the
Farm Walks podcast, by connecting consumers to farmers through the Eat local First Collaborative
and the Washington Food and Farm Finder, by conducting an annual conference for farmer education
and networking, and by awarding grants to farms in support of sustainable agricultural practices
through the Washington State Organic and Sustainable Farming Fund.

The Organization actively pursues community partnerships to engage diverse audiences. We work
with city, county, and state governments, schools, community centers, parks, and community-based
organizations, to offer classes, training, and educational opportunities. We are involved with a
number of policy coalitions to address issues of food security and environmental equity for all. The
Organization’s programs and services demonstrate the relationship between healthy food, soil,
waterways, plants, and the ecosystem on one hand, and personal, family, and community health on
the other. Tackling these important issues strengthens communities, supports farmers, bolsters the
sustainability movement, and provides solutions to the important issues of food security and
environmental concerns.

Basis of Accounting
The financial statements are prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America.

Basis of Financial Presentation

The accompanying financial statements have been prepared in conformity with the disclosure and
display requirements of FASB Accounting Standards Codification Topic 958, Not-for-profit Entities.
This Topic establishes standards for external financial reporting by not-for-profit organizations and
requires that resources be classified for accounting and reporting purposes into net asset classes
according to donor-imposed restrictions.

These notes are an integral part of the financial statements.
10



TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES, continued

Accordingly, the net assets of the Organization have been reported as follows:

e Net assets without donor restrictions are those available for use in general operations and not
subject to donor (or certain grantor) restrictions.

e Net assets with donor restrictions are those stipulated by donors for specific operating
purposes or for future periods. Other donor restrictions may be perpetual in nature, where the
donor has stipulated the funds be maintained in perpetuity.

Cash and cash equivalents

For purposes of the statements of cash flows, the Organization considers all unrestricted highly liquid
investments available for current use with an initial maturity of three months or less to be cash and
cash equivalents. At December 31, 2023 and 2022, cash and cash equivalents consist of checking,
savings, and petty cash accounts.

At times, cash deposits, including amounts held in reserves, exceed the federally insured limits of the
financial institution and expose the Organization to credit risk. At December 31, 2023, the
Organization’s deposits were ~$445,000 over federally insured limits. The Organization has not
experienced any losses in such accounts. The Organization believes it is not exposed to any
significant credit risk on cash and cash equivalents.

Grants and Accounts Receivable

The Organization recognizes revenue as earned as services are provided. Accounts receivable are
unsecured and are stated at the amount management expects to collect from outstanding balances.
Government grants receivable are stated at the amount management expects to collect from
government agencies for services provided. An allowance for doubtful accounts is based on prior
experience and a review of existing receivables. It is the Organization’s policy to charge off
uncollectible grants and accounts receivable when management determines the receivable will not be
collected. At December 31, 2023 and 2022, the allowance for doubtful accounts was $1,000 and
$1,000, respectively.

At December 31, 2023, 39% of the grants and accounts receivable balance was due from two
government agencies, and at December 31, 2022, 70% of the grants and accounts receivable balance
was due from two government agencies.

Fixed Assets

Fixed assets are recorded at cost if purchased or at fair market value if donated. Expenditures for
repairs and maintenance that prolong the useful lives of assets are also capitalized. The Organization
capitalized assets with a value of more than $2,500 and a useful life in excess of one year.
Depreciation begins when the assets are placed in service. Repairs and maintenance of fixed assets
are expensed as incurred. Depreciation expense for the years ended December 31, 2023 and 2022 was
$32,356 and $35,462, respectively. Depreciation is computed using the straight-line method over the
following estimated useful lives:

Greenhouse and improvements 20 to 30 years
Equipment 3 to 15 years

Leasehold improvements are depreciated over the life of the lease or over the estimated useful life of
the improvement, whichever is shorter.

These notes are an integral part of the financial statements.
11



TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES, continued

Impairment of Long-Lived Assets

The Organization reviews long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying value may not be recoverable. Recoverability is measured by
a comparison of the carrying amount to the future net undiscounted cash flow expected to be
generated and any estimated proceeds from the eventual disposition. If the long-lived assets are
considered to be impaired, the impairment to be recognized is measured at the amount by which the
carrying amount exceeds the fair value as determined from an appraisal, discounted cash flow
analysis, or other valuation techniques. There were no impairment losses recognized for the years
ended December 31, 2023 and 2022.

Support and Revenue Recognition

Contributed support is recorded when cash is received or when ownership of donated assets is
transferred. The Organization has adopted the FASB Accounting Standards Codification Topic 958,
Not-for-profit Entities. In accordance with this Topic, contributions received are recorded as without
donor restrictions or with donor restrictions depending on the existence and/or nature of any donor
restrictions.

The Organization recognizes contributions when cash, securities, or other assets are received; an
unconditional promise to give is made; or a notification of 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. Conditional
contributions whose conditions had not been met at December 31, 2023 totaled $2.4 million, and
included barriers requiring expenditures to be made on the outreach and programming for the
Duwamish community, volunteer engagement in wetland restoration and training, running a garden
hotline, conduction composting training, and farmer networking.

Contributions received with donor stipulations that limit the use of the donated assets are reported as
net assets with donor restrictions. 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. Restricted and conditional resources, whose restrictions or
conditions are met in the reporting period received, are recorded as net assets without donor
restrictions.

At December 31, 2023 and 2022, net assets with donor restrictions consisted of cash and cash
equivalents and property and equipment, and are available for use in subsequent years’ program
services.

Program service revenues, such as from contract revenue, sales, and classes, are recognized in the
period in which the related educational instruction or service is performed or when the sale is made.
Accordingly, fees received in advance for future program services are deferred until service is
performed. As of December 31, 2023 and 2022, there were $0 and $0 advance program service fees
recorded in the statement of financial position.

These notes are an integral part of the financial statements.
12



TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES, continued

Program services may give rise to performance obligations for the Organization. Revenue from
contracts with performance obligations is recognized when the Organization satisfies a performance
obligation by transferring a promised good or service to a customer at a point in time or over time.
For the Organization, these revenues consist of program service fees. The contracts do not have a
significant financing component, and the consideration amount is not variable. For the related
performance obligations, control of the promised good or service transfers to the customer at a point
in time. Payment is typically due in full when the customer completes registration or the purchase of
goods, and revenue is recognized in the period in which the service is rendered or the goods are
delivered. The Organization records program service revenue in the period in which the related
program activity is performed.

Donated Goods and Services

The Organization recognizes donated services that create or enhance nonfinancial assets or that
require specialized skills, which are provided by individuals possessing those skills, and would
typically need to be purchased if not provided by donation. Donated services meeting these criteria
and donated supplies are recorded at estimated fair market value as support and expense or
capitalized as fixed assets, based on the nature of the supplies and services.

Leases

The Organization leases office space, outdoor garden space, and equipment. The Organization
determines if an arrangement is a lease at inception. Operating leases are included in operating lease
right-of-use (ROU) assets and operating lease liabilities in the Organization’s statements of financial
position. Finance leases are included in finance lease right-of-use assets and finance lease liabilities in
the statements of financial position.

ROU assets represent the Organization’s right to use an underlying asset for the lease term and lease
liabilities represent the Organization’s obligation to make lease payments arising from the lease.
Operating lease ROU assets and liabilities are recognized at commencement date based on the present
value of lease payments over the lease term. As most of the leases do not provide an implicit rate, the
Organization uses a risk-free rate based on the information available at commencement date in
determining the present value of lease payments.

The operating lease ROU asset also includes any lease payments made and excludes lease incentives.
The lease terms may include options to extend or terminate the lease when it is reasonably certain that
the Organization will exercise that option. Lease expense for lease payments is recognized on a
straight-line basis over the lease term. The lease agreements do not contain any material residual
value guarantees or material restricted covenants.

The Organization has elected to apply the short-term lease exemption to all classes of underlying
assets. In 2023, there was one short-term lease in effect whose lease term is month-to-month.

These notes are an integral part of the financial statements.
13



TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES, continued

Functional Allocation of Expenses

The costs of providing the various program services and other activities have been summarized on a
functional basis in the statements of activities. Accordingly, costs have been allocated directly to their
functional categories on the basis of benefits received. Employees record time sheets allocating time
to specific programs, administration, development, or events. These time sheets are used to allocate
labor expense to each functional area. Program expenses are allocated to specific programs or
departments using purchase orders that require codes specific to a program or department. Utilities,
office expenses, occupancy expense, human resource expense, and other general overhead costs are
allocated on the basis of employee time and effort.

Income Tax Status

Pursuant to a letter of determination from the Internal Revenue Service, the Organization is exempt
from federal income taxes under Section 501(¢c)(3) of the Internal Revenue Code and is classified as
an organization other than a private foundation under Section 509(a)(1). Accordingly, no provision
has been made for federal income tax in the accompanying financial statements.

The Organization accounts for tax positions in accordance with the FASB Accounting Standards
Codification Topic 740, Income Taxes. With few exceptions, the Organization is subject to federal
and state income tax examinations by tax authorities for the prior three years. The Organization
recognizes income tax related interest in interest expense and penalties in operating expenses. During
the years ended December 31, 2023 and 2022, the Organization recognized no income tax related
interest or penalties.

Employee Retention Credit

Under the provisions of the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”)
and the American Rescue Plan Act enacted by Congress, an Employee Retention Credit (ERC) was
established, which is a refundable tax credit against the employer’s share of social security taxes. The
ERC is equal to 50% of qualified wages paid to employees during a quarter, for a maximum credit
per employee of $10,000 for each calendar quarter between March 12, 2020 and December 31, 2020,
and is equal to 70% of qualified wages paid to employees during calendar year 2021 for a maximum
credit per employee of $7,000 for each calendar quarter through September 30, 2021.

During the year ended December 31, 2022, the Organization claimed ERCs of $785,291 and
identified the entire amount as a conditional contribution in accordance with FASB Accounting
Standards Codification Topic No. 958-605. The Organization determined that the underlying
conditions of the contribution were met in 2022 and recognized $0 and $785,291 as other income in
the statement of activities in 2023 and 2022, respectively. As of December 31, 2023 and 2022, $0 and
$439,598 in employee retention credits was outstanding and receivable and was recorded in accounts
and grants receivable on the statement of financial position. These funds are subject to examination
by the Internal Revenue Service for between 3 and 5 years from the payroll credit filing dates.

These notes are an integral part of the financial statements.
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TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

DESCRIPTION OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES, continued

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

New Accounting Pronouncements

On January 1, 2023, the Organization adopted Accounting Standards Update (ASU) No. 2016-13,
Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. ASU 2016-13 replaces the incurred loss methodology with an expected loss
methodology by introducing the Current Expected Credit Loss (CECL) model, which requires entities
to measure credit losses based on historical experience, current conditions, and reasonable and
supportable forecasts. The Organization adopted ASC 326 prospectively, resulting in no cumulative
adjustment to retained earnings. The Organization has not restated comparative information for 2022
and, therefore, the comparative information for 2022 is reported under the old model and is not
comparable to the information presented for 2023.

Date of Management’s Review
Subsequent events have been evaluated through November 23, 2024, which is the date the financial
statements were available to be issued.

LIQUIDITY
The following represents the availability of the Organization’s financial assets at December 31:
2023 2022

Financial assets at year-end:

Cash and cash equivalents $ 698,192 882,161

Accounts and grants receivable, net 510,986 889,662

Total financial assets at year-end 1,209,178 1,771,823

Less: Amounts not available for general expenditures within one year:

Liquid net assets with donor purpose restrictions (296,764) (138,840)
Financial assets available for general expenditures within one year: $ 912414 $ 1,632,983

To help manage unanticipated liquidity needs, the Organization has cash and cash equivalents on
hand of approximately $698,000 as of December 31, 2023. The Organization’s revenues are derived
from a variety of sources including program service fees, grant funding, donations, and events.
Management maintains detailed cash flow projections in order to anticipate liquidity needs
throughout the year. The Organization also closely tracks expenditures in order to ensure it has the
cash available to meet cash needs. The organization has access to a $150,000 credit line and a
$25,000 credit limit on credit cards that can be utilized in the event of an unanticipated critical cash
flow situation.

These notes are an integral part of the financial statements.
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TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

3. CONCENTRATIONS

The Organization received approximately 42% of its total revenue and support from three grantors in
2023, and approximately 17% of its total support and revenue from one grantor in 2022.

The Organization operates primarily in Washington state. Future operations could be affected by

changes in economic or other conditions in that geographical area.

4. ACCOUNTS RECEIVABLE

Accounts Receivable consists of the following at December 31:

2023 2022
Grants receivable $ 511,986 451,064
Employee retention credits receivable - 439,598
Total 511,986 890,662
Less: Allowance for bad debts (1,000) (1,000)
$ 510,986 889,662
5. PROPERTY AND EQUIPMENT
Property and equipment consists of the following at December 31:
2023 2022
Greenhouse and improvements $ 44,906 44,906
Leasehold improvements 142,660 142,660
Equipment 135,441 135,441
323,007 323,007
Less: Accumulated depreciation (189,396) (157,040)
$ 133,611 165,967

These notes are an integral part of the financial statements.
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6.

TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are restricted for the following purposes or periods at December 31:

2023 2022
Subject to time restrictions:
Time restricted - for use in subsequent year $ - -
Subject to purpose restrictions
Coalition for Organic and Regenerative Agriculture 27,292 78,351
Greenhouses 40,000 -
Youth partnerships 60,000 -
Fiscally sponsored group - April Joy Farm 58,583 16,500
Fiscally sponsored group - April Joy Farm, property & equipment 27,019 30,182
Fiscally sponsored group - Grupo Asesor Latino & Vietnamese Team 3,251 2,880
WA State Organic and Sustainable Farmer Fund grants 48,000 -
Environmental stewardship 32,619 1,107
Various other restricted programs - 9,820
Total net assets with donor restrictions $ 296,764 138,840
SALES

Sales consist of the following for the years ended December 31:

2023 2022
Gross sales $ 463,204 443,483
Less cost of sales (204.873) (199.928)
$ 258331 243,555

LEASES

Tilth Alliance has operating and finance leases for office space and certain equipment. These leases
have remaining lease terms of 4 to 5 years and require monthly payments. The operating lease
payments escalate by 3 percent annually. As of December 31, 2023 and 2022, right-of-use assets
recorded under finance leases were $63,633 and $63,633, respectively, and accumulated amortization
of right-of-use assets was $22,272, and $9,545, respectively. The Organization also has short-term
operating leases for storage space and other equipment.

The Organization has entered into two agreements with the City of Seattle Department of Parks and
Recreation for the use of certain garden and outdoor spaces. These agreements expire in 2027 and
2031 and are conditional upon the Organization providing certain types of programming and
activities in the spaces. The agreements require annual payments totaling $75,000 for the use of
space, which are forgivable in their entirety if the Organization provides at least that amount of
benefits to the public in the leased space annually.

These notes are an integral part of the financial statements.
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TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

LEASES. continued

Lease contributions in future years are considered conditional on meeting annual performance
barriers, and therefore no future lease contributions have been recognized. Management has
determined that the fair value of the space occupied during the years ended December 31, 2023 and
December 31, 2022 was $75,000 and $75,000, respectively, of which $0 was paid in cash, and
$75,000 was donated by the City of Seattle. Fair value measurements were based on similar
administrative rentals available in the same geographic region’s marketplace.

The components of lease expense were as follows for the years ended December 31:

2023 2022

Operating lease cost $ 88,175 83,136

Short-term lease cost 3,090 8,264

In-kind lease expense 75,000 75,000
Finance lease costs:

Amortization of ROU asset 12,727 9,545

Interest on lease liabilities 1,214 1,114

Total lease expenses $ 180,206 177,059

Other information related to leases was as follows for the years ended December 31:

2023 2022

Weighted Ave. discount rate used - operating 4.32% 4.32%
Weighted Ave. discount rate used - finance 2.54% 2.54%
Remaining lease term (months) - operating 49 months 61 months
Remaining lease term (months) - finance 39 months 51 months
ROU asset - operating leases $ 329,638 402,007
ROU asset - finance leases 41,361 54,088
Supplemental Cash Flow Information:

Operating cash flows used by operating leases $ 83,174 80,819

Operating cash flows used by finance leases 1,214 1,114

Financing cash flows used by finance leases 12,322 9,038

These notes are an integral part of the financial statements.
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TILTH ALLIANCE
Notes to Financial Statements, continued
Years ended December 31, 2023 and 2022

LEASES, continued

Future minimum lease payments under non-cancellable leases as of December 31, 2023 were as
follows:

Years ending December 31: Operating Finance

2024 $ 85,466 13,536

2025 88,034 13,536

2026 90,674 13,536

2027 93,386 3,384

2028 7,820 -
Total future minimum lease payments 365,380 43,992
Less: imputed interest (29,537) (1,719)
Total $ 335,843 42,273

LINE OF CREDIT

The Organization has a $150,000 line of credit payable to a financial institution that renews each year
in February and is secured by the Organization’s assets. The Organization had no outstanding
borrowings on this line of credit at December 31, 2023 or 2022.

FORGIVABLE NOTE PAYABLE

The Organization entered into a Small Business Administration Paycheck Protection Program
Promissory Note with a bank on May 1, 2021 for $395,819 with a maturity date of May 1, 2026, if
conditions for forgiveness are not met. The note is unsecured with an interest rate of 1%. The note
was fully forgiven in the year ended December 31, 2022, and $395,819 was recognized in other
income in the statement of activities during 2022. The outstanding balance on the forgivable note
payable was $0 and $0 at December 31, 2023 and 2022, respectively.

COMMITMENTS AND CONTINGENCIES

The Organization periodically receives grants and contracts funded by local agencies. These grants
and contracts are awarded for periods of up to three years. There is no assurance that grants and
contracts currently awarded to the Organization will be awarded in the future. Revenues from these
awards and contracts are subject to audits, which could result in adjustments to revenues or the
potential for funds advanced to the Organization to be required to be returned to the grantor agencies.

These notes are an integral part of the financial statements.
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