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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
National Auctioneers Association
Overland Park, Kansas

Opinion

We have audited the accompanying financial statements of National Auctioneers Association (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2022 and 2021, 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 National Auctioneers Association as of December 31, 2022 and 2021, 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 Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of
National Auctioneers Association 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 these 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 National Auctioneers Association’s
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

—1-

1401 East 104th Street, Suite 100, Kansas City, MO 64131-4507 e Voice (816) 363-8700 Fax (816) 363-7117 ® www.marrandcompany.com



INDEPENDENT AUDITOR’S REPORT (continued)

Board of Directors
National Auctioneers Association

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance with generally accepted auditing standards will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of National Auctioneers Association’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about National Auctioneers 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.
//ﬂiw oud ﬂw n7

Marr and Company, P.C.
Certified Public Accountants

Kansas City, Missouri
September 7, 2023



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENTS OF FINANCIAL POSITION
As of December 31, 2022 and 2021

2022 2021
ASSETS
Cash $ 129943 § 288,409
Receivables, net 15,544 48,675
Investments 1,161,735 1,365,843
Prepaid assets and expenses 61,310 96,928
Capital assets, net of accumulated depreciation 308.439 331,064
TOTAL ASSETS $1,676.971 $2,130.919
LIABILITIES AND NET ASSETS

Payables and withholdings $ 288292 $§ 69,136
Accrued liabilities 29,025 14,954
Deferred revenue 904.508 914.750
Total Liabilities 1,221,825 998.840

Net Assets:
Without Donor Restrictions 455,146 1,132,079
Total Net Assets 455,146 1,132,079
TOTAL LIABILITIES AND NET ASSETS $ 1,676,971 $2.130,919

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENTS OF ACTIVITIES
For the Years Ended December 31, 2022 and 2021

Without Without
Donor Donor
Restrictions Restrictions
2022 2021
SUPPORT, REVENUE & OTHER INCOME
Membership dues $ 807,120 $ 788,725
Program designation fees 526,450 354,154
Education designation fees 183,675 155,275
Conference and show income 534,560 394,132
Adpvertising and publication income 78,287 112,690
Contributions and donations 22,146 121,738
Conditional government grant 0 164,533
Noncash contributions 7,950 5,000
Management fees 26,250 30,000
Lease income 24,000 24,000
Net investment return/(loss) (203.773) 121,771
Total Support, Revenue & Other Income 2,006,665 2,272,018
EXPENSES
Program Services 1,744,685 1,365,971
Supporting Activities:
General & Administrative 892,541 780,351
Fundraising Expenses 46,372 34,266
Total Supporting Activities 938.913 814,617
Total Expenses 2,683,598 2,180,588
Change in Net Assets (676,933) 91,430
Net Assets, beginning of year 1,132,079 1,040,649
Net Assets, end of year $ 455,146 $ 1,132,079

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2022

Supporting Activities
Total Total
Program General & Supporting
Services Administrative  Fundraising Activities Total

Salary and wages $ 682,809 $ 170,702 $ 0 $ 170,702 $ 853,511
Payroll taxes and benefits 129,686 32,421 0 32,421 162,107
Staff travel and development 16,631 7,128 0 7,128 23,759
Board travel and meetings 41,301 10,325 0 10,325 51,626
Designation program 377,728 161,883 0 161,883 539,611
Conference and show 293,618 225,860 45,172 271,032 564,650
Publications and advertising 48,334 12,084 0 12,084 60,418
Public relations 18,847 4,712 0 4,712 23,559
Membership services and development 24,110 8,036 0 8,036 32,146
Occupancy and grounds 0 67,660 0 67,660 67,660
Office equipment and maintenance 0 108,620 0 108,620 108,620
Office supplies and operations 11,996 10,797 1,200 11,997 23,993
Professional fees 29,048 7,262 0 7,262 36,310
Insurance and taxes 0 23,200 0 23,200 23,200
Interest and charges 57,818 14,455 0 14,455 72,273
Other 10,496 5,407 0 5,407 15,903
Depreciation 2,263 20,362 0 20,362 22,625

TOTAL EXPENSES $ 1,744,685 $ 892,541 $ 46,372 $938,913 $ 2,683,598

See accompanying Independent Auditor’s Report and Notes to these financial statements.




Salary and wages

Payroll taxes and benefits

Staff travel and development
Board travel and meetings
Designation program

Conference and show

Publications and advertising
Public relations

Membership services and development
Occupancy and grounds

Office equipment and maintenance
Office supplies and operations
Professional fees

Insurance and taxes

Interest and charges

Other

Depreciation

TOTAL EXPENSES

NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2021

Total
Program
_Services

$ 641,319
115,513
6,176
15,307
165,340
212,478
34,654
3,132
9,974

0

0
15,774
66,564
0
36,756
38,663

4,321

$ 1,365,971

Supporting Activities
Total
General & Supporting
Administrative Fundraising Activities Total
$ 160,330 $ 0 $ 160,330 $ 801,649
28,878 0 28,878 144,391
2,647 0 2,647 8,823
3,827 0 3,827 19,134
70,860 0 70,860 236,200
163,445 32,689 196,134 408,612
8,664 0 8,664 43,318
783 0 783 3,915
3,325 0 3,325 13,299
58,527 0 58,527 58,527
141,453 0 141,453 141,453
14,196 1,577 15,773 31,547
16,641 0 16,641 83,205
31,804 0 31,804 31,804
9,189 0 9,189 45,945
19,917 0 19,917 58,580
38,892 0 38,892 43,213
$ 780,351 $ 34,266 $814,617 $ 2,180,588

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2022 and 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $(676,933) $ 91,430
Adjustments to reconcile change in net assets to net
cash flows from operating activities —
Net realized/unrealized (gain)/loss on investment securities 234,463 (72,121)
Depreciation 22,625 43,213
Changes in assets and liabilities:
Receivables 33,131 1,460
Prepaid expenses 35,618 4,894
Payables and withholdings 219,156 7,505
Accrued liabilities 14,071 (7,185)
Deferred revenue (10,242) (104.498)
Total Adjustments 548,822 (126.,732)
Net Cash Flows from Operating Activities (128,111) (35,302)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments (247,135) (702,996)
Sale of investments 216,780 653,770
Net Cash Flows from Investing Activities (30,355) (49.,226)
Net Change in Cash (158,466) (84,528)
CASH - BEGINNING OF YEAR 288,409 372,937
CASH - END OF YEAR $ 129,943 $ 288,409

See accompanying Independent Auditor’s Report and Notes to these financial statements.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 1: ORGANIZATION

National Auctioneers Association (the “Association’) was originally incorporated in Nebraska in 1967 as
a Nebraska Not for Profit Corporation and was subsequently merged to form a not for profit corporation
under the name, NAA, Inc., and incorporated in Kansas in 1997 under the General Not-for-Profit
Corporation Act. The Association provides educational services and information regarding the
auctioneering profession. Magazines are published as part of the member's annual dues investment, a
convention is presented annually, and several seminars are presented throughout the year. The Association
previously had an Auxiliary (“NAA Auxiliary” or “Auxiliary”) group through which non-auctioneers could
assist the Association. Effective June 1, 2020, the Auxiliary group activities and financial records were
transferred to the National Auctioneers Foundation (the “Foundation”), a related separate organization that
raises funds to help support the Association.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting

The financial statements of the Association are prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of America (GAAP).

B. Reclassifications

Certain reclassifications of amounts previously reported have been made to the accompanying financial
statements to maintain consistency between periods presented. The reclassifications had no impact on
previously reported net assets.

C. Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts 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 these estimates.

D. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Association defines its cash and equivalents to include
cash in demand deposits accounts, cash on hand, and considers all highly liquid investments with an
initial maturity when purchased of three months or less, which are neither held for nor restricted by
donors for long-term purposes, to be cash equivalents. Cash and cash equivalents held temporarily in
the investment portfolio until suitable investments are identified are excluded from cash and cash
equivalents available for current use in operations.



NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Financial Instruments and Credit Risk

The Association manages deposit concentration risk by placing cash in accounts with high-quality
financial institutions believed by management to be creditworthy. Accounts at each depository
institution are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. At times,
amounts on deposit may exceed insured limits. The Association did not hold balances in excess of
FDIC insured limits as of December 31, 2022 and 2021. To date, the Association has not experienced
any losses on such deposit accounts at the financial institution and believes it is not exposed to any
significant credit risk on its cash.

Investments are made by diversified investment managers whose performance is monitored by the
Association and the Boards of Directors. Investment securities are exposed to various risks, such as
interest rate, market fluctuation and credit risk. Due to the level of risk associated with certain
investment securities, it is reasonably possible that changes in risks in the near term would materially
affect investments and the amounts reported in the statements of financial position. Although the fair
values of investments are subject to fluctuation on a year-to-year basis, the Association believes that
the investment policies and guidelines are prudent for the long-term welfare of the Association.

F. Accounts Receivable

The majority of the Association's receivables is due from advertisers for advertisements placed in the
Association's newsletter and magazine as well as the Association’s website. The allowance method is
used to recognize potentially uncollectible accounts receivable and is determined by management based
on the Association’s past collection experience, and collections received subsequent to year-end. The
amount of bad debt expense for the years ending December 31, 2022 and 2021, was $1,627 and $6,973,
respectively. Receivables are recorded at amounts due from customers and members, net of an
allowance for doubtful accounts. At December 31, 2022 and 2021, the allowance for doubtful
accounts was $9,070 and $7,444, respectively.

G. Investments

The Association records investment purchases at cost, or if donated, at fair value on the date of
donation. Thereafter, investments are reported at their fair values in the statements of financial
position. Net investment return/(loss) is reported in the statements of activities and consists of interest
and dividend income, realized and unrealized capital gains and losses, less external and direct internal
investment expenses.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

H. Capital Assets

Property and equipment are recorded at cost if purchased and fair value if donated with depreciation
computed using the straight-line method over the estimated useful life of the assets. The Association
has a written policy establishing a dollar amount above $1,500 to which a capital asset will be
capitalized. Repairs and maintenance are charged to operations as incurred. The estimated useful
lives of the respective assets are as follows:

Building and improvements 10-39 years
Equipment 5-7 years
Furniture & fixtures 5-7 years
Software 3 years

I.  Compensated Absences

Employees of the Association are entitled to paid time off (PTO), based on years of service.
Employees are allowed to accumulate unused PTO with a maximum of 150% of the annual hours
earned and, upon separation, are paid out 50% of the unused accrued PTO hours at the employees’
current pay rate. Accordingly, the unused accrued paid time off liability recorded as of December 31,
2022 and 2021 was $29,025 and $14,954, respectively.

J. Deferred Revenue

Deferred revenues typically result from the advance collection of membership dues including lifetime
memberships, office building rent covering subsequent fiscal years, and educational seminars and event
fees in the following fiscal year. Membership dues are deferred upon receipt and recognized as
revenue ratably over the applicable membership period based on the member’s anniversary month.
Lifetime membership dues are recognized over 18 years from the original membership payment period.
Annual educational seminar and event fees are recognized when the event occurs.

K. Net Assets

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

Net Assets With Donor Restrictions - Net assets subject to donor (or certain grantor) imposed
restrictions. Donor-imposed restrictions may be temporarily in nature, such as those that will be
met by the passage of time or other events specified by the donor. Donor-imposed restrictions
may be perpetual in nature, where the donor stipulates that the resources be maintained in
perpetuity. Gifts of long-lived assets and gifts of cash restricted for the acquisition of long-lived
assets are recognized as revenue when the assets are placed into service. The Association did not
carry a balance of net assets with donor restrictions as of December 31, 2022 and 2021.

11—



NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

K. Net Assets (continued)

Net Assets Without Donor Restrictions - Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. These also include net assets without donor
restrictions subject to self-imposed limits by action of the governing board called board-designated
net assets. The board-designated net assets may be earmarked for future programs, investment,
contingencies, purchase or construction of capital assets, or other uses. See Note 9 for detail.

The Association reports contributions restricted by donors as increases in net assets without donor
restrictions if the restrictions expire (that is, when a stipulated time restriction ends or purpose
restriction is accomplished) in the reporting period in which the revenue is recognized. All other donor
restricted contributions are reported as increases in net assets with donor restrictions, depending on the
nature of the restrictions. When a restriction expires, net assets with donor restrictions are reclassified
to net assets without donor restriction and reported on the statement of activities as net assets released
from restriction.

L. Revenue and Revenue Recognition

The Association recognizes contributions when cash, securities or other assets, an unconditional
promise to give, or a notification of a beneficial interest is received. Conditional promises to give, that
is, those with a measurable performance or other barrier, and a right of return, are not recognized until
the conditions on which they depend have been substantially met.

The Association recognizes revenue from member dues over the membership period, which can be
purchased to cover a 1-year period, 2-year period, or 3-year period beginning with the member’s
anniversary month. Lifetime membership dues are recognized over 18 years from the original
membership payment period. The performance obligation consists of providing members continuous
access to Association resources and support and is recognized ratably as services are simultaneously
received and consumed by the members. The dues are used to cover the costs of operating the
Association.

Revenues derived from conferences, education, and program development are recognized as the events
or classes are held. Advertising revenue is recognized when the performance obligation of publishing
the advertisement is satisfied.

M. Contributed Services and Noncash Contributions

Contributed services are recognized at fair value if the services received (a) create or enhance long-
lived assets or (b) require specialized skills, are provided by individuals processing those skills, and
would typically need to be purchased if not provided by donation. Contributions of tangible assets are
recognized at fair value when received. The amounts reflected in the accompanying financial
statements as in-kind contributions are offset by like amounts included in expenses.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M. Contributed Services and Noncash Contributions (continued)

The Association received contributed services and materials with a fair value on the dates of donation
during 2022 and 2021 as follows:

2022 2021
Conference and Show cashier services $ 5,000 $ 2,000
Conference and Show signage 2.950 3.000

$ 7,950 $ 5,000

N. Leases

The Association has adopted FASB ASC 842, Leases, with a date of initial application of January 1,
2022. For leases with a lease term greater than one year, the Association recognizes a lease asset for
its right to use the underlying leased asset and a lease liability for the corresponding lease obligation.
The Association determines whether an arrangement is or contains a lease at contract inception. The
Association includes in the determination of the right-of-use assets and lease liability any renewal
options when the options are reasonably certain to be exercised. The weighted-average discount rate
is based on the discount rate implicit in the lease. The Association has elected the option to use the
risk-free rate determined using a period comparable to the lease terms as the discount rate for leases
where the implicit rate is not readily determinable. The Association had no significant long-term
leases as of December 31, 2022.

O. Advertising

The Association utilizes its own publications to satisfy its advertising needs. Therefore, any
advertising expenses are accounted for indirectly as a portion of the publishing expenses of these
publications and expensed in the period incurred.

P. Income Taxes

The Association is a nonprofit organization exempt from federal income taxes under Section 501(c)(6)
of the Internal Revenue Code but may be subject to unrelated business income tax. No unrelated
business income tax was incurred for the years ended December 31, 2022 and 2021. The Association
has adopted the provisions of ASC 740-10 as it might apply to the Association’s financial transactions.
The Association’s policy is to record a liability for any tax provision that is beneficial to the
Association, including any related interest and penalties, when it is more likely than not the position
taken by management with respect to the transaction or class of transactions will be overturned by a
taxing authority upon examination. Management believes there are no such positions as of December
31, 2022 and 2021, and accordingly, no liability has been accrued.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Q. Functional Allocation of Expenses

The costs of providing programs and other activities have been summarized on a functional basis in the
statement of activities. The statement of functional expenses presents the natural classification detail
of expenses by function. The financial statements report certain categories of expenses that are
attributable to one or more functions of the Association. Therefore, these expenses require allocation
on a reasonable basis that is consistently applied based on percentage relationships developed by
management based upon hours worked, number of program staff and employees, square footage of
space, or other reasonable methods.

R. Risk Management
The Association is exposed to various risks of loss from torts, theft of, damage to and destruction of
assets; business interruption, errors, and omissions; employee injuries and illnesses; natural disasters;
and employee health, dental and accident benefits. Commercial insurance coverage is purchased for
claims arising from such matters. Settled claims have not exceeded this commercial coverage in any
of the three preceding years.

S. Subsequent Events
Management has evaluated subsequent events to September 7, 2023, which is the date the financial

statements were available for issuance.

NOTE 3: LIQUIDITY AND AVAILABILITY

The Association regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. For purposes of
analyzing resources available to meet general expenditures over a 12-month period, the Association
considers all expenditures related to its ongoing program activities as well as the conduct of services
undertaken to support those activities to be general expenditures. As of December 31, 2022, the following
financial assets could readily be made available within one year of the statement of financial position date
to meet general expenditures:

Cash $ 129,943
Accounts receivable 15,544
Investments 1,161,735
Less: Board-designated assets (see Note 9) (423,398)
$ _ 883,824
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 4: INVESTMENTS

Investments as of December 31 were comprised of the following by investment type:

2022 2021
Brokerage cash funds $ 3,203 % 5,597
Exchange traded funds — equities 246,159 298,011
Exchange traded funds — fixed income 181,971 210,688
Mutual funds — equities 367,060 444,924
Mutual funds — fixed income 363,342 406,623
Total investments $ 1,161,735 $ 1,365,843

NOTE 5:  FAIR VALUE MEASUREMENT AND DISCLOSURES

The Association reports certain assets at fair value in the financial statements. Fair value is the price that
would be received to sell an asset in an orderly transaction in the principal, or most advantageous, market
at the measurement date under current market conditions regardless of whether that price is directly
observable or estimated using another valuation technique. Inputs used to determine fair value refer
broadly to the assumptions that market participants would use in pricing the asset, including assumptions
about risk. Inputs may be observable or unobservable. Observable inputs are inputs that reflect the
assumptions market participants would use in pricing the asset based on market data obtained from sources
independent of the reporting entity. Unobservable inputs are inputs that reflect the reporting entity’s own
assumptions about the assumptions market participants would use in pricing the asset based on the best
information available. A three-tier hierarchy for fair value measurement categorizes the inputs as follows:

Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be
accessed at the measurement date.

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly. These include quoted prices for similar assets or
liabilities in active markets, quoted prices for identical or similar assets or liabilities in
markets that are not active, inputs other than quoted prices that are observable for the asset
or liability, and market-corroborated inputs.

Level 3 Unobservable inputs that are supported by little or no market activity and that is significant
to the fair value of the assets or liabilities. In certain cases where Level 1 or 2 criteria are
not applicable, then securities are designated as Level 3.

Inputs may include market price information, volatility statistics, specific and broad credit data, liquidity
statistics, and other factors. The classification of a financial asset within the valuation hierarchy is based
upon the lowest level of input that is significant to the fair value measurement. However, the determination
of what constitutes “observable” requires significant judgment by management. Management considers
observable data to be that market data which is readily available, regularly distributed or updated, reliable
and verifiable, not proprietary and provided by multiple, independent sources that are actively involved in
the relevant market. The categorization of a fund within the hierarchy is based upon the pricing
transparency of that fund and does not necessarily correspond to management’s assessment of the quality,
risk, or liquidity profile of the asset.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 5:

FAIR VALUE MEASUREMENT AND DISCLOSURES (continued)

The following is a description of the valuation methodologies used for assets measured at fair value.

There

have been no changes in the methodologies used during the years ended December 31, 2022 and 2021.

Common stocks: Valued at the closing price reported on the active market on which the individual

securities are traded.

Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by the
Association are open-end mutual funds that are registered with the SEC. These funds are required to
publish their daily net asset value (NAV) and to transact at that price. The mutual funds held by the

Association are deemed to be actively traded.

Exchange Traded Funds - Where quoted market prices are available in an active market, securities are
classified within Level 1 of the valuation hierarchy. Level 1 securities would include highly liquid

exchange traded equities.

The following sets forth information about the level within the fair value hierarchy at which the
Association’s financial assets are measured on a recurring basis as of December 31, 2022:

Fair Value

Cash / Money fund $ 3,203
Exchange traded funds 428,130
Mutual funds 730,402
Total Investments $1.161,735

Level 1 Level 2 Level 3
$ 3,203 $ 0 $ 0
428,130 0 0
730,402 0 0
$1,161,735 $ 0 $ 0

The following sets forth information about the level within the fair value hierarchy at which the
Association’s financial assets are measured on a recurring basis as of December 31, 2021:

Fair Value

Cash / Money fund $ 5,597
Exchange traded funds 508,699
Mutual funds 851.547
Total Investments $ 1,365,843

Level 1 Level 2 Level 3

$ 5,597 $ 0 $ 0
508,699 0 0
851,547 0 0

$ 1,365,843 $ 0 $ 0

NOTE 6: LIFETIME MEMBERSHIPS

In prior years, members of the Association had the opportunity to purchase life memberships. Those funds
and earnings thereon were placed in Board-designated investments and are maintained separately from the

Association's operating account.

The balance of the Board-designated lifetime membership fund was

$369,139 and $434,924 at December 31, 2022 and 2021, respectively. The Association ceased selling this
membership option; however, the existing members will continue to receive the benefits of this program.
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NOTE 7: CAPITAL ASSETS

Capital assets consist of the following as of December 31:

2022 2021

Land $ 134,061 $ 134,061
Building and improvements 1,376,585 1,376,585
Equipment 105,486 105,486
Furniture and fixtures 134,516 134,516
Software 185,796 185,796
Less: Accumulated depreciation (1,628.005) (1,605.380)

Net Capital assets $_308,439 §_331.064

Depreciation expense for the years ended December 31, 2022 and 2021 was $22,625 and $43,213,
respectively.

NOTE 8: DEFERRED REVENUE

Unearned deferred revenue resulting from the advance collection of membership dues, prior offering of
lifetime memberships, office building rent covering subsequent fiscal years, and educational seminars and
event fees in the following fiscal year consisted of the following beginning and ending contract liability
balances as of December 31:

2022 2021 2020
Deferred membership dues $ 529,822 $ 518,203 $ 531,782
Lifetime membership dues 22,222 30,053 39,106
Building lease rent 232,000 256,000 280,000
Educational seminars and events 120,465 111,494 168,360
Total Unearned deferred revenue $ 904,508 $ 914,750 $1,019,.248

Revenue recognized for the years ended December 31, 2022 and 2021 that was included in the contract
liability balances at the beginning of each year was as follows:

2022 2021
Deferred membership dues $ 143,230 $ 155,175
Lifetime membership dues 7,831 9,053
Building lease rent 24,000 24,000
Educational seminars and events 110,494 168,360
Total revenue recognized $ 285,555 $ 356,588
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NOTE 9: NET ASSETS WITHOUT DONOR RESTRICTION

The net assets without donor restrictions were as follows at December 31.

2022 2021
Undesignated net assets without donor restrictions $ 31,748 $ 642,977
Board designated for following purposes:
Lifetime membership 369,139 434,924
Building future repairs and maintenance 54.259 54.178
Total board designated net assets 423,398 489,102
Total net assets without donor restrictions $_455,146 $ 1,132,079

NOTE 10: COMMITMENTS

Facility Lease

The Association entered into a facility lease agreement in September 2007 with the Foundation, in which
the Foundation leases a portion of the Association's building. The lease is for twenty-five years with a
monthly rate of $2,000. This lease expires in August 2032, unless sooner terminated in accordance with
the provisions of the lease agreement. The Foundation has prepaid the lease in its entirety.

Deferred rent revenue totaled $232,000 and $256,000 at December 31, 2022 and 2021, respectively, and
will be recognized in revenue as follows:

Year ending December 31, Amount
2023 $ 24,000

2024 24,000

2025 24,000

2026 24,000

2027 24,000
Thereafter 112,000

$ 232,000

Service Contract Agreements

The Association entered into a service agreement in June 2020 for fiber optic internet and phone service
for 36 months beginning in July 2020 with a monthly rate of $1,284 plus applicable taxes. The Association
paid $15,231 and $15,777 in telecommunications expense for the service agreement during the years ended
December 31, 2022 and 2021, respectively. The future minimum payments under this agreement are as
follows:

Year ending December 31, Amount
2023 $_8,221
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NOTE 11: EVENT CONTRACT COMMITMENTS

Annual Conference and Show

In April 2022, the Association entered into a contract for a facility venue in Oklahoma City, Oklahoma
related to the Annual Conference and Show that was held in July 2023. In March 2022, the Association
entered into separate contracts for venue relating to their Annual Conference and Show to be held in July
2024.

Certified Auctioneers Institute
In July 2022, the Association entered into a contract for a venue located in Bloomington, Indiana related to
the Certified Auctioneers Institute education event, which was held in March 2023.

Digital Marketing Summit
In April 2022, the Association entered into a contract for venue located in Nashville, Tennessee related to
the Digital Marketing Summit that was held in February 2023.

Benefit Auction Summit
In October 2022, the Association entered into a contract for a facility venue in Charleston, South Carolina
related to the Benefit Auction Summit that was held in August 2023.

Designation Academy

In November 2022, the Association entered into a contract for a facility venue in Las Vegas, Nevada related
to the Designation Academy that was held in December 2023. In December, 2022, the Association entered
into separate contracts for venue relating to their Designation Academy to be held in December 2024.

Day on the Hill
In May 2022, the Association entered into a contract for a facility venue in Washington D.C. related to the
Day on the Hill that was held in April 2023.

Annual Board Meeting
In September 2022, the Association entered into a contract for a facility venue in Atlanta, Georgia related
to the Annual Board Meeting that was held in February 2023.

These event contracts each contain cancellation clauses that would make the Association liable for the
events held in the respective year if they were to be cancelled. In addition, the Association purchases event
insurance to mitigate the exposure for the events. The following amounts are the calculated commitment
totals for each upcoming year with events to be held.

Year ending December 31, Amount
2023 $ 452,568

2024 47.954

$ 500,522
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NOTE 12: RELATED PARTIES AND AFFILIATED ORGANIZATIONS

Members of the Board of Directors

The Association sells advertising space in its publication, The Auctioneer. Several members of the Board
of Directors purchase advertising space in the publication for their outside businesses and for campaign
advertisements for the Board. The amount outstanding from Directors at December 31, 2022 and 2021
was $1,067 and $1,914, respectively. The amount of advertising revenue received from members of the
Board of Directors was $1,877 and $6,181 during the years ended December 31, 2022 and 2021,
respectively.

Members of the Board of Directors are utilized as instructors for the designation program seminars made
available to the members. The amounts paid to related party instructors during the years ended December
31, 2022 and 2021 were $18,250 and $11,000, respectively.

National Auctioneers Foundation

The Foundation pays monthly management fees to the Association. Total management fee income
recognized by the Association was $25,000 and $30,000 for the years ended December 31, 2022 and 2021.
The Foundation also reimburses the Association for items such as postage and conference calls, and the
Association collects dues on the Foundation's behalf and remits them to the Foundation monthly. The
amounts due to the Foundation as of December 31, 2022 and 2021 were $8,700 and $350, respectively.
The Foundation also reimburses the Association for scholarships paid on behalf of Legacy Youth
Scholarship Committee, and the Association pays scholarships on the Foundation's behalf and remits them
to the Foundation monthly. The amounts due to the Foundation as of December 31, 2022 and 2021 were
$5,855 and $0, respectively.

In addition, during the years ended December 31, 2022 and 2021, the Foundation contributed $55,980 and
$73,378 to the Association, respectively.

NOTE 13: DEFINED CONTRIBUTION RETIREMENT PLAN

The Association maintains a 401(k) savings plan for all eligible employees. All participants may elect to
defer up to 20% of their salary on a pre-tax basis but cannot exceed the amount of allowable contributions
established by the Internal Revenue Service for a given calendar year. All full-time employees are eligible
to receive a matching contribution from the Association after one year of employment. The Association
makes a contribution equal to 100% of an employee's salary deferrals that do not exceed 4% of the
employee's compensation. The Association had contribution expense for the plan totaling $23,647 and
$19,738 for the years ended December 31, 2022 and 2021, respectively. Participants are fully vested in
both their salary deferral and the matching contributions.
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NOTE 14: PAYCHECK PROTECTION PROGRAM LOAN

U.S. Small Business Administration Loan — Paycheck Protection Program

The Association signed a note payable with the U.S. Small Business Administration on January 22, 2021
for $164,533 with a maturity date of January 22, 2026 and annual interest rate of 1.0%. This note was
available through the Paycheck Protection Program (the “PPP”) as a part of the Coronavirus Aid, Relief,
and Economic Security Act (the “CARES Act”) that offers cash-flow assistance to nonprofit and small
business employers through guaranteed loans for certain expenses incurred during the 8- to 24-week
covered period following the loan disbursement. The PPP loan did not require collateral or personal
guarantees and offers the ability to have a substantial portion of the principal amount forgiven when the
Association uses the proceeds on eligible costs.

The Association filed for forgiveness from the SBA and received notification the loan was fully forgiven

effective on September 7, 2021. The Association recognized the loan forgiveness as income in 2021 as a
conditional government grant in the statement of activities.
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