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Introduction — Chairman Rick Bologna and President John Huber
Approval of Minutes
Financial Information — Treasurer Eric Degesero/Accountant Navy Djonovic
a. Audit Report
b. July Financials
i. Projection for 2021
c. State Spending— Motion
d. Oregon Resolution
e. 2022 and 2023 Budget
Research and Development — Director of Laboratory Dr. Thomas Butcher
Energy Efficiency — Rebates and Evaluation of Effectiveness
Education and Training — Bob O’Brien
Executive Committee and Officers
Old Business -
New Business -
Adjournment
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NORA Board Meeting
May 25, 2021
12.30 pm

l. Introduction — Chairman Rick Bologna and President John Huber
Il. The following were in attendance

Bobby Parlett

Carter Vaillancourt Peter Buotte
Chris Fazio Ralph Carlo
Deanna Sherman Randy Groft
Gary Sippin Rick Bologna
Greg Childs Rogere Marran
Hal Johnson Sandra Farrell
John McCusker Scott Vandino
Kate Duffey Steve Oehlert
Mark Caspers Steve Powers
Matt Cota Will Berry

Natalie Mondsini

Il Approval of Minutes -
On motion duly made and seconded, the minutes were approved as submitted.

V. Financial Information — Treasurer Eric Degesero
Thank you. There are a number of items for this meeting that will require action by this Board.

First, at the end of last year the accounting firm Sikich was dismissed and a new firm was hired. For a
number of years, this Board has received unsatisfactory management letters, and Sikich was cautioned
that it was unacceptable. As a result, NORA hired Maier Markey and Justic, MMJ.

Unfortunately, this has slowed down the audit. A significant amount of 2020 activities are not actually
reported until 2021, revenue for the 4" Quarter and refunds for 2020. Until the audit is finalized, the
statements | will be describing are preliminary.

| would draw your attention to the Net Collections for the Year. They are 8,048,678. If you add back
collection costs, it would appear that we made budget with total income of $8,170,947. However,
because the year did not close on February 15", we still have some refunds that have come in. Our
auditor has indicated that yearly income will be approximately $8 million, so we will have missed our
revised budget by about 127,000. The other item of interest is on line 72, this indicates that total
unallocated expenses are 56,223 under budget.



Due to the fact that we are short in budget, our reserve for education on the balance sheet will have to
be reduced to make up for the shortfall. | would draw your attention to the current liabilities,
specifically the state rebate obligations. As you can see, the rebate obligations increased from 2019 to
2020 by 324,000. This increase occurred despite grants to states being reduced in 2020 to
accommodate the escrow account. Essentially, states are not keeping up with the amount of funds
being allocated to them, much less making up the balances from previous years. This will be discussed
at length later. As indicated, total revenue will probably not meet budget and since education and
training is capped at 30 percent of total revenue, we will have to reduce the net asset education and
training by 30 percent of the shortfall, or about 30,000.

| would like to next draw your attention to the state reports ye 2020 rev. This is a different format that
MMJ has developed. If you look at line 28 for example you will see that over the years, the total R and
D budget for Connecticut is $468,918. Of that they have spent 165,453, and have 303,465 remaining.

| would now like to turn to 2021. Unfortunately, we do not have current statements for the first
quarter. MMJ has been waiting for the finalization of the audit, so that they can start the year cleanly.

However, we know that the weather in Q1 has been off. At the end of the quarter, it was off by about 7
percent. Our current revenue for the Quarter is $3,524 million. This is approximately $200K higher than
Q1 2020. However, it is disappointing. Our budget for the year is $8,644,659. At this rate of collection,
we will not make budget. Quarters 2 and 3 are only lightly affected by the weather which will help. If
Q4 is normal, then we should make budget. At this time, | do not think we need to make a budget
revision, but we will need to watch this carefully through the year and adjust if appropriate.

In light of the slow spending by many states and a way to ensure that spending occurs, the following
motion was made, seconded, and approved.

Motion

Whereas a number of states have not developed programs to use the funds made available to NORA for
previous years, and that those funds would be utilized in other markets.

Whereas it is important to provide benefits to consumers of Oilheat,

Whereas, a state has withdrawn from NORA, has unspent funds, and has not utilized those funds for
multiple years, and that in the years they have been a member of the Alliance, they spent at least 15
percent of all funds generated in the state.

Whereas the NORA statute indicates that at least 15 percent of funds in a state be made available to the
state for use in the state,

Whereas NORA has allocated and made substantially more than 15 percent allocations to NORA states,

Whereas it is of utmost importance that the benefits of fees paid in a state accrue to the dealers and
customers in a state, which has been the hallmark of NORA’s activities



Be it Resolved: In 2022, if any state or local group has spent less than 50 percent of the funds allocated
in the previous years, 2021 and earlier, in any category on December 31, 2022, then that state will only
be provided a grant equal to the minimum allowed by the NORA statute in that category (15 percent).
The remaining funds which would otherwise be spent will be used in accordance with this resolution.

Be it Further Resolved: In 2023, if any state or local group has spent less than 75 percent of the funds
allocated in the previous years, 2022 and earlier, in any category on December 31, 2022, then that state
will only be provided a grant equal to the minimum allowed by the NORA statute in that category (15
percent). The remaining funds which would otherwise be spent will be used in accordance with this
resolution

Be it Further Resolved: That in all years henceforth, this 75 percent formula will be applied.

Be it Further Resolved: That the President of NORA will form a subcommittee to develop spending for
the funds that are now available per this resolution. That subcommittee will include the President and
the Chairman of NORA, and the state association executive for the state in question and the Chairman of
that organization will be requested to participate and recommend such persons as they think will aid in
the selection of projects.

Be it Further Resolved: That the President will report on the Activities and Recommendations of that
Committee at the Spring Board meeting for NORA in 2022. That the Committee should work to develop
a plan that brings the outstanding balances to less than 25 percent in three years or less.

Be it Further Resolved: The President may enter into such contracts or activities as the President deems
proper and within the scope of the presentation to the Board, and shall do so in a timely manner.

Be it further Resolved: That the funds allocated to Idaho shall be recovered and allocated to other uses.

Be it Further Resolved: That all funds that are recovered will be redistributed and used for state
activities.

During our 2022 and 2023 budget preparation, the committee took notice of the significant fund
balance in the research and development account. The Executive Committee agreed to release S1
million to the states in 2021 and $1 million in 2022. However, this would be more akin to an incentive
grant. A state would need to spend down its r and d account in 2021, and then the percentage
allocation to that state would kick in and they could use it through year end. Any funds not used in 2021
of this $1 million would flow forward into 2022, would be added to the S1million allocated for 2022 and
then allotted on a percentage basis to the states. At the end of 2022, these funds would revert to the
central r and d account.

A motion is in your packet. Could someone move that motion. A motion was made and seconded, and
the Following motion carried.



Motion

Whereas it is beneficial to have new high efficient equipment in residences as it saves energy, provides
better operations, and improves customer satisfaction.

Whereas, the industry has a significant balance in the central research and development account, and
these funds could be allocated to encourage the transition to new energy equipment.

Therefore be it resolved that NORA allocate $1 million from its central research and development fund
for states that are actively using their rebate funds.

Be it further resolved: That the President sets up an allocation table of this $1 million for the states
based on their allocations in 2021, and that the states be notified of its availability.

Be it further resolved: That the fund transfers to states shall only occur when their R and D account
goes to 0.

Be it further resolved: That any allocations not obligated by December 31, 2021 shall be added to the $1
million provided for this program in 2022, under the same rules.

Be it further resolved: That the extra $1 million being added to the 2022 budget shall operate under the
rules described above.

V. Research and Development —

Dr. Butcher, NORA's Lab Director reviewed the research underway. Full descriptions of that
research is in the packet provided.

VI. Energy Efficiency — Rebates and Evaluation of Effectiveness

NORA and the state affiliates have spent considerable sums to encourage customers to upgrade the
efficiency of the appliance. NORA is required to periodically evaluate whether these programs work.
Dr. Butcher is now working on in use improvements of fuel use from the new equipment. This will
require large amounts of data and analysis. He hopes a preliminary view will be ready for the fall
meeting.

VII. Education and Training —

Bob O’Brien is moving into the role of NORA's leader on Education. He is well regarded and has been
key to making the research lab operational. Bob presented the report that is in the packet.



VIII. Electrification

John Huber presented a model that Rich Sweetser has been working on to compare electrification
strategies with moving customers to bioheat. This needs to be evaluated in a peer review approach, but
today a strong biofuels strategy will yield much greater reductions in carbon at a lower cost than an
electrification strategy.

IX. Leadership

Over the course of the year, there have been some changes in the Executive Committee, and Roger
Marran has agreed to be Chairman in 2022, which would lead him to be 1% Vice Chairman now.

On motion duly made and seconded, and approved, these officers and Executive Committee will serve
for the remainder of 2021.

Immediate Past Chairperson — Charlie Uglietto
Chairman - Rick Bologna
1°t Vice Chairman - Roger Marran
Treasurer - Eric DeGesero
President - John Huber
Members

John McCusker Global

Mario Bouchard Granby Industries

Steve Clark Genessee Fuel

Charles Uglietto Cubby QOil

Matt Meehan Mirabito Fuels

Matt Cota Vermont Fuel Dealers Association
Rick Bologna Westmore Fuels

Leann Panebianco Panco Petroleum

Kate Duffey D.E. Duffey & Sons

Scott Vadino F.W. Webb

Sandra Farrell Northboro Fuel

Michael Devine World Energy

Gary Sippin Sippin Energy

Roger Marran Energy Kinetics

Daniel Mattice Reinhardt Home Heating
X. Old Business —

John Huber indicated he would be leaving NORA after a successor was found. Rick Bologna
indicated efforts are underway to find a replacement.



XI. New Business —
There was no new business

XILI. Adjournment

On motion duly made and seconded, the meeting was adjourned.
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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
National Oilheat Research Alliance, Inc.
Alexandria, Virginia

Opinion

We have audited the accompanying financial statements of the National Oilheat Research Alliance, Inc. (the
Alliance), which comprise the statements of financial position‘as of December 31, 2020 and 2019, 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 the Alliance as of December 31, 2020 and 2019, 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 the Alliance 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 Alliance's ability to continue as a going concern
within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with auditing standards generally accepted in the United States of America 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, including omissions, 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.



The Board of Directors
National Oilheat Research Alliance, Inc.
Alexandria, Virginia

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

In performing an audit in accordance with auditing standards generally accepted in the United States of America,
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 the
Alliance'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 the Alliance'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.

Supplementary Information

Our audit was conducted. for the purpose of forming an opinion on the financial statements as a whole. The
Schedules of Expenses by State/Jurisdiction on pages 15-18 for the year ended December 31, 2020, are presented
for purposes of additional analysis and-are not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the financial statements as a whole.

the report date



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2020 AND 2019

ASSETS
2020 2019
ASSETS
Cash § 10,842,158 $ 9,172,752
Assessments receivable 2,534,377 2,966,129
Prepaid state assessments - 80,408
Cash held in escrow 1,779,828 1,741,895
Other assets 113,292 103.112
TOTAL ASSETS $ 15,269,655 § 14,064,296
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable $ 89,987 $ 100,987
Refunds payable 490,606 432,530
State grants payable 3,172,763 2,503,065
Obligation for unallocated state rebates 1,531,943 2,295,053
Other liabilities 81.830 75.565
Total liabilittes .« 5:307,129 ... 5,407,200
NET ASSETS
Net assets without donor restrictions available for obligation - other than for
consumer education, safety, and training 396,039 1,043,447
Designated net assets:
Pre-2014 reauthorization net assets 55,933 55,933
Unavailable for obligation until October 1, 2028 3,817,660 1,780,973
National spending not yet incurred:
Research, development, and demonstration - not yet obligated 5,315,615 5,309,399
Research, development, and demonstration - obligated under contract 127,884 242,884
Heating oil efficiency and upgrade - not yet obligated 141,559 151,237
Heating oil efficiency and upgrade - obligated under contract - -
Consumer education, safety, and training - not yet obligated 47,836 73,223
Consumer education, safety, and training - obligated under contract - -
Total net assets without donor restrictions 9.902.526 8.657.096
TOTAL LIABILITIES AND NET ASSETS $ 15,269,655 § 14,064,296

The accompanying notes are an integral part of these financial statements.

Page 4 of 18 Pages



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 2019
CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTIONS
REVENUE
Assessments revenue, net of refunds $ 7,984,164 $ 9,105,617
Contract revenue 32,615 250,045
Other income 7.006 72,008
Total revenue 8,023,785 ... 9,427,670
EXPENSES
Program services:
Research, development, and demonstration 2,386,988 1,878,182
Heating oil efficiency and upgrade 927,801 1,073,814
Consumer education, safety, and training 1,810,188 2,045,567
Unallocated state rebates 1.176.350 1.618.085
Total program expenses .« 6,301,327 ... 6,613,048
Administrative costs e 225789 199,694
General and special projects:

Assessment and colleetion costs 227,615 157,797
Annual report costs 23.624 45.773
Total general and special projects 251.239 203.570
Total expenses 6.778.355 7.018.912
CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTIONS 1,245,430 2,408,758
NET ASSETS, BEGINNING OF YEAR 8,657.096 6.248.338
NET ASSETS, END OF YEAR $ 9902526 $ 8.657.096

The accompanying notes are an integral part of these financial statements.
Page 5 of 18 Pages



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020
PROGRAM SERVICES
Research, Heating Oil Consumer
Development, Efficiency Education, Unallocated Total General and

and and Safety, and State Program Administrative Special Total

Demonstration Upgrade Training Rebates Services Costs Projects 2020
Grants $ 1,008,204 $ 858,123 § 1,554,636 $ 1,176,350 $ 4,597,313 § - $ - $ 4,597,313
Salaries, taxes, and benefits 701,178 46,896 22,720 - 770,794 37,324 60,457 868,575
Professional fees 479,839 18,793 213,076 - 711,708 182,726 132,310 1,026,744
Other expenses 197.767 3.989 19.756 - 221.512 5,739 58.472 285,723
TOTAL EXPENSES § 2386988 $ 927.801 $ 1,810,188 '$ 1.176.350 $ 6.301.327 $ 225789 $ 251239 $  6,778.355

2019
PROGRAM SERVICES
Research, Heating Oil Consumer
Development, Efficiency Education, Unallocated Total General and

and and Safety, and State Program Administrative Special Total

Demonstration Upgrade Training Rebates Services Costs Projects 2019
Grants $ 554,026 § 1,027,011 § . 1,837,334 § 1,618,085 § 5,036,456 $ - $ - $§ 5,036,456
Salaries, taxes, and benefits 501,108 36,554 37,840 - 575,502 44,794 25,733 646,029
Professional fees 643,610 5,341 164,739 - 813,690 132,758 177,460 1,123,908
Other expenses 179,438 4,908 5.654 - 190.000 22,142 377 212,519
TOTAL EXPENSES $§ 1878182 $ 1073814 § 2045567 § 1,618,085 $§ 6615648 § 199.694 $ 203.570 $§ 7.018.912

The accompanying notes are an integral part of these financial statements.
Page 6 of 18 Pages



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 1,245,430 $§ 2,408,758
Adjustments to reconcile change in net assets
to net change in cash from operating activities:

Depreciation and amortization 909 17,751
Changes in assets and liabilities:
Assessments receivable 431,752 120,194
Prepaid state assessments 80,408 57,562
Other assets ( 11,089) ( 8,231)
Accounts payable ( 11,000) ( 132,934)
Refunds payable 58,076 94,868
State grants payable 669,698  ( 581,479)
Obligation for unallocated state rebates ( 763,110) ( 203,153)
Other liabilities 6.265 _( 10.239)
NET CHANGE IN CASH AND CASH HELD IN ESCROW 1,707,339 1,763,097
CASH AND CASH HELD IN ESCROW, BEGINNING-OF YEAR 10,914,647 9.151.550
CASH AND CASH HELD/IN ESCROW, END OF YEAR § 12621986 § 10.914.647

SUPPLEMENTAL BREAKDOWN OF CASH AND CASH HELD IN ESCROW:

Cash $ 10,842,158 $§ 9,172,752
Cash held in escrow 1,779,828 1,741,895
Total cash and cash held in escrow $§ 12621986 $ 10,914,647

The accompanying notes are an integral part of these financial statements.
Page 7 of 18 Pages



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 1 - THE ORGANIZATION

The National Oilheat Research Alliance, Inc. (the Alliance) is a non-profit trade organization developed under the
National Oilheat Research Alliance Act of 2000 (NORA), Public Law 106-469, legislation passed by the United States
Congress and signed into law in November 2000. The law was amended in 2014 under Public Law 113-79. The
Alliance was created to educate consumers about the benefits of oilheat; to perform research and development, to
encourage heating oil efficiency and upgrades, and to provide technical training to provide better customer service. The
Alliance’s Board consists of members from the oilheat industry, retail-markets, wholesale distributors, public members,
and representatives from the states with the highest oilheat sales. The Alliance was incorporated on January 31, 2001.
Funding under the Public Law 106-469 ceased on February 6,.2010. On February 7, 2014, the Public Law 113-79
extended the provisions of Public Law 106-469 to February 6, 2019. Funding under Public Law 113-79 resumed
effective April 1, 2014. On December 20, 2018, Public Law 115-334; the Agriculture Improvement Act of 2018 was
signed. Public Law 115-334 extended and modified the provisions of Public Law 113-79 to February 6, 2029.

Pursuant to Public Law 113-79, Congress established alimit on the use of assessments revenue of 30 percent for
consumer education, safety, and training; a minimum of at least 30 percent of assessments revenue for research,
development, and demonstration; a minimum of at least 15 percent of assessments revenue for heating oil efficiency and
upgrade; and a limit on the use of assessments revenue of S percent for administrative costs. Beginning February 6,
2019, Public Law 115-334 increased the dimit on.administrative costs to 7 percent of assessments revenue. Furthermore,
Public Law 115-334 requires in each calendar year beginning February 6, 2019, the Alliance may not obligate an amount
greater than the sum of (1) 75 percent of the amount of assessments estimated to be collected in the calendar year; (2) 75
percent of the amount of assessments. actually collected-in the most recent calendar year for which an audit report has
been submitted less the amount estimated in (1) above; and (3) amounts permitted in preceding calendar years to be
obligated that have been obligated. The assessments collected in excess of the amounts permitted to be obligated in (1),
(2), and (3) above, shall‘be deposited.in an escrow account and be unavailable for use until October 1, 2028, when it can
be used consistent with the provisions of Public Law 106-469. The amount of assessments revenue recorded plus
accumulated earnings in the years ended December 31, 2020 and 2019, that is unavailable for use until October 1, 2028,
was $2,036,687 and $1,780,973, respectively. In the years ended December 31, 2020 and 2019, the Alliance was in
compliance with these percentages. From time to time, the Alliance may receive inquiries from government agencies,
because of the nature of its funding sources. Management does not expect the result of such inquiries to impact the
financial information of the Alliance.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting following the Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC), which is the sole source of authoritative accounting
principles generally accepted in the United States of America (GAAP). The Alliance reports information regarding its
financial position and activities according to two classes of net assets: with donor restrictions and without donor
restrictions.

Accounting Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that could affect certain reported amounts of assets, liabilities, revenue, and expenses, the disclosure of
contingent assets and liabilities at the date of the financial statements, and functional allocations during the year. Actual
results could differ from those estimates.

Page 8 of 18 Pages



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash Held in Escrow and Net Assets Unavailable for Obligation Until October 1, 2028

Public Law 115-334 requires assessments collected in excess of permitted amounts to be deposited in an escrow account
and be unavailable for use until October 1, 2028. The following is a detail of escrow amounts as of December 31:

Assessments Interest Total

Escrow balance, February 5, 2019 $ - $ - $ -

Cash deposited in escrow 1,740,893 - 1,740,893

Income on escrow - 1,002 1,002

Additional assessments 39.078 - 39.078
Escrow balance, December 31, 2019 1,779,971 1,002 1,780,973

Income on escrow - 1,855 1,855

Assessments 2,034,832 - 2,034,832
Escrow balance, December 31, 2020 $ 3814803 $ 2,857 §  3.817.660

Revenue Recognition

Assessments Revenue

The Public Laws 113-79 and 115-334 require wholesale distributors of No. 1 distillate and No. 2 dyed distillate to
remit an assessment of two-tenths of one cent per gallon at the point of sale to the Alliance. If the No. 1 distillate or
No. 2 dyed distillate is.imported after the point of sale, the assessment is to be made when the product enters the
United States of America.. Assessments are due to be remitted to the Alliance at least quarterly based on actual
sales.

Assessments Receivable

An estimate of assessments to be received, but not remitted to the Alliance as of year-end, was recognized as
assessments receivable of $2,534,377, $2,966,129, and $3,086,323 as of December 31, 2020, 2019, and 2018,
respectively. Receivables are charged to bad debt loss as they are deemed uncollectible based upon a periodic
review of the accounts. As of December 31, 2020 and 2019, no allowance for uncollectible accounts was considered
necessary by management.

Refunds Payable

Under the Public Laws 113-79 and 115-334's collections rules, any dyed distillate or blends are subject to
assessment. Some of this fuel is used for non-heating applications and can be refunded. Assessments revenue is
presented in the accompanying statements of activities net of refunds recorded of $1,408,745 and $1,271,786 for the
years ended December 31, 2020 and 2019, respectively. The Alliance recorded a refunds payable of $490,606,
$432,530, and $337,662 as of December 31, 2020, 2019, and 2018, respectively, for estimated refunds remaining
unpaid based on historical and subsequent refunds paid.

Page 9 of 18 Pages



NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition (continued)

Contract Revenue

Contract revenue is earned from research and development contracts with third parties. Contract revenue is
recognized when services have been completed.

State Grants Payable and Obligation for Unallocated Rebates

Each year, the Alliance makes grants to state organizations to accomplish its mission. Grants are paid as the state
organizations provide documentation of the expenditure of funds.” Under Public Laws 113-79 and 115-334, the Alliance
has entered into various grant agreements with state organizations, which may require periodic payment of grant funds.
Grant obligations are recognized at the time the agreements are made. The outstanding grant liability by program was
as follows as of December 31:

2020 2019
Research, development, and demonstration $ 1,407,279 $ 1,038,341
Heating oil efficiency and upgrade 529,392 396,352
Consumer education, safety, and training 1,236,092 1,068,372
Unallocated state rebates 1.531.943 2.295.053
Total state grants payable and obligation for
unallocated state rebates $ 4704706 $§ 4.798.118

Functional Allocation of Expenses

The cost of providing the various programs and other activities have been presented on a functional basis in the
accompanying statements of activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited based on estimates of time and effort of staff.

Income Tax Status

The Alliance received a determination letter from the Internal Revenue Service (IRS) that it has been granted an
exemption from federal income taxes and it qualifies under Section 501(c)(6) of the Internal Revenue Code. The
Alliance believes its operations are consistent with the nature of their exemption granted by the IRS. There is no current
liability for income taxes on unrelated business income and no temporary differences resulting in deferred taxes as of
December 31, 2020 and 2019.

The Alliance is required to measure, recognize, present, and disclose in its financial statements uncertain income tax
positions the Alliance has taken in the tax years that remain subject to examination or expects to take on an income tax
return. The Alliance recognizes the tax benefits from uncertain income tax positions only if it is more likely than not the
tax position will be sustained on examination by tax authorities. The Alliance recorded no liability for uncertain income
tax positions for any open tax years.

Reclassifications

Certain prior year amounts have been reclassified to conform with current year presentation.
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NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Subsequent Events

The Alliance has evaluated subsequent events through the report date, which<is the date the financial statements were
available to be issued.

NOTE 3 - CONCENTRATIONS OF CREDIT RISK

The Alliance maintains cash and investments in federally insured banks and broker-managed accounts and has exposure
to credit risk on those accounts. Cash held with commercial banks is insured up to Federal Deposit Insurance
Corporation (FDIC) limits. As of December 31, 2020, the Alliance had $2,594,683 cash in excess of FDIC limits.
Assets held in broker-managed accounts are insured by the Securities. Investor Protection Corporation (SIPC), which
protects investors for up to $500,000 including a maximum.of $250,000 for claims of cash if the brokerage firm holding
the assets becomes insolvent, but it does not insure the underlying assets of $9,777,304 as of December 31, 2020.
Management does not consider this a significant concentration.of credit risk.

NOTE 4 - PROGRAM SERVICES

The Public Laws 113-79 and 115-334 place requirements.on how the Alliance can spend the assessments it collects. At
the beginning of each year, the Alliance makes an estimate of what total assessments are anticipated to be in the coming
year. Grants are made to-state-organizations and national campaigns are undertaken based on the estimates. Actual
assessments revenue differ from the estimates and the requirements of Public Laws 113-79 and 115-334. The difference
between the estimates and actual assessments are to be reflected in the grants made in future years. The law establishes
strict percentage allocations for program spending and these percentages are tied to the revenue received from
assessments. Management has developed procedures to ensure these percentages are reflected in budgets and carried
forward as appropriate. Variances between the percentages disclosed in the program descriptions below are descriptive
of the current year's operations.and management believes they do not indicate non-compliance with the statute.

Research, Development, and Demonstration

The Public Laws 113-79 and 115-334 require the Alliance to ensure not less than 30 percent of the assessments collected
for each calendar year after the amounts required to be escrowed and not obligated until October 1, 2028, under Public
Law 115-334 are used by qualified state associations or the Alliance to conduct research, development, and
demonstration activities relating to oilheat fuel, including the development of energy-efficient heating systems to be
placed into the marketplace. This also includes the Alliance, in conjunction with an institution or organization engaged
in biofuels research, to develop consumer education materials describing the benefits of using biofuels as or in oilheat
fuel based on the technical information developed.

In 2020, the Alliance granted or expended $2,386,988 for the research, development, and demonstration program,
including $1,378,783 in national spending of past year's assessments revenue. The Alliance also budgeted $1,270,000 in
additional national spending from 2020 assessments revenue to be spent subsequent to year-end for the research,
development, and demonstration program, making the total for 2020, 38 percent of net assessments revenue after
deducting the amount added to net assets unavailable for obligation until October 1, 2028. Additionally, unallocated
state rebates of 2020 assessments revenue will be used for the research, development, and demonstration program.
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NATIONAL OILHEAT RESEARCH ALLIANCE, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NOTE 4 - PROGRAM SERVICES (continued)

Heating Oil Efficiency and Upgrade

The Public Laws 113-79 and 115-334 require the Alliance to ensure not less than 15 percent of the assessments collected
for each calendar year after the amounts required to be escrowed and not obligated until October 1, 2028, under Public
Law 115-334 are used by qualified state associations or the Alliance to‘carry out programs to assist consumers (i) to
make cost-effective upgrades to more fuel efficient heating oil systems-or otherwise make cost-effective modifications to
an existing heating system to improve the efficiency of the system; (ii) to improve energy efficiency or reduce energy
consumption through cost-effective energy efficiency programs for consumers, or (iii) to improve the safe operation of a
heating system.

In 2020, the Alliance granted or expended $927,801 for the heating oil efficiency and upgrade program, including
$69,681 in grants and spending of past year's assessments revenue.  The Alliance also budgeted $60,000 in additional
national spending from 2020 assessments revenue to be spent subsequent to year-end for the heating oil efficiency and
upgrade program, making the total for 2020, 15 percent of net assessments revenue after deducting the amount added to
net assets unavailable for obligation until October 1, 2028. Additionally, unallocated state rebates of 2020 assessments
revenue will be used for the heating oil efficiency and upgrade program.

Consumer Education, Safety, and Training

The Public Laws 113-79 and 115-334 require the Alliance to ensure not more than 30 percent of the assessments
collected for each calendar year after the amounts required to be escrowed and not obligated until October 1, 2028,
under Public Law 115-334 are used (i) to conduct consumer education activities relating to oilheat fuel, including
providing information to consumers on energy conservation strategies, safety, new technologies that reduce consumption
or improve safety and comfort, the use of biofuel blends, and federal, state, and local programs designed to assist oilheat
fuel consumers, (ii) to conduct worker safety and training activities relating to oilheat fuel, including energy efficiency
training, (iii) to carry out other activities recommended by the Secretary of Energy, or (iv) to establish a data collection
process to track equipment, service, and related safety issues to develop measures to improve safety.

In 2020, the Alliance granted or expended $1,810,188 for the consumer education, safety, and training program,
including $73,223 in grants and spending of past year's assessments revenue. The Alliance also budgeted $230,164 in
additional national spending from 2020 assessments revenue for the consumer education, safety, and training program,
of which $47,836 remained unspent as of December 31, 2020, making the total for 2020, 30 pe