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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Trustees
Los Angeles County Museum of Natural History Foundation

We have audited the accompanying financial statements of the Los Angeles County
Museum of Natural History Foundation (the “Foundation”), which comprise the statement
of financial position as of June 30, 2019, and the related statements of activities and
changes in net assets and cash flows for the year then ended, and the related notes to
the financial statements.

Management’s responsibility 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; this includes 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.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Foundation’s preparation and fair presentation
of the financial statements 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 Foundation’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Los Angeles County Museum of Natural History
Foundation as of June 30, 2019, and the changes in its net assets and its cash flows for
the year then ended in accordance with accounting principles generally accepted in the
United States of America.

GT.COM

U.S. member firm of Grant Thornton International Ltd
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Other matters

Supplementary information

Our audit was conducted for the purpose of forming an opinion on the financial statements
as a whole. The accompanying Combining Statement of Activities and Changes in Net
Assets for the year ended June 30, 2019, is presented for purposes of additional analysis,
rather than to present the results of operations of the individual entities, and is not a
required part of the financial statements. Such supplementary 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. These additional procedures included
comparing and reconciling the 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 supplementary
information is fairly stated, in all material respects, in relation to the financial statements
as a whole.

Report on 2018 summarized comparative information

We have previously audited the Foundation’s 2018 financial statements (not presented
herein), and we expressed an unmodified audit opinion on those audited financial
statements in our report dated December 12, 2018. In our opinion, the accompanying
summarized comparative financial information as of and for the year ended June 30, 2018
is consistent, in all material respects, with the audited financial statements from which it
has been derived.

W T hovden LLP

Los Angeles, California
December 13, 2019



Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

STATEMENT OF FINANCIAL POSITION

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

ASSETS
2019 2018
ASSETS
Cash and cash equivalents $ 7,867,952 $ 6,697,673
Investments 163,699,446 161,394,646
Investments held in trust under split-interest agreement 183,746 208,627
Accounts receivable 465,982 714,629
Grants and contirbution receivable, net 11,592,932 5,364,059
Leasehold improvements, equipment and exhibits, net 106,425,556 109,004,000
Prepaid expenses and other assets 92,282 604,193
Total assets $ 290,327,896 $ 283,987,827
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable and accrued expenses $ 5,231,245 $ 5,402,364
Obligations under split-interest agreement 108,551 137,853
Deferred revenues 299,940 560,195
Bonds payable, net 89,019,297 88,975,562
Interest rate swaps 21,281,372 15,850,675
Total liabilities 115,940,405 110,926,649
NET ASSETS
Without donor restrictions 153,009,263 158,515,046
With donor restrictions
Temporarily restricted 18,514,082 11,681,986
Permanently restricted 2,864,146 2,864,146
Total with donor restrictions 21,378,228 14,546,132
Total net assets 174,387,491 173,061,178
Total liabilities and net assets $ 290,327,896 $ 283,987,827

The accompanying notes are an integral part of this financial statement.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Year Ended June 30, 2019

(With summarized comparative financial information at June 30, 2018)

Operating revenue and support
Private gifts, grants and contracts
Endowment income
Grant income
Museum admission fees
Support from the County of Los Angeles
Membership dues
Program income
Museum use and services
Museum shops, cafeteria and photo experience
Miscellaneous revenue
Special events revenue, net of cost of direct benefit to donors
of $614,007 and $0, respectively

Total revenue and support

Net assets released from restrictions
Satisfaction of restrictions

Total net assets released from restrictions

Total operating revenue and support
and net assets released from restrictions

Operating expense
Program services
Education and exhibits
Research and collections

Total program services
Supporting services
General and administration

Fundraising

Total supporting services

With Donor Restrictions

Without Donor Temporarily

Restrictions Restricted Subtotal 2019 Total 2018 Total
$ 7,567,943 $ 5,573,347 $ $ 5,573,347 $ 13,141,290 3,801,394
8,436,075 97,391 97,391 8,533,466 7,713,764
776,522 7,657,986 7,657,986 8,434,508 6,750,168
9,001,769 - - 9,001,769 9,095,143
17,091,809 - - 17,091,809 16,821,482
3,500,634 4,168 4,168 3,504,802 3,647,349
2,070,719 137,842 137,842 2,208,561 2,135,384
481,343 - - 481,343 378,210
1,258,096 - - 1,258,096 1,309,720
26,917 - - 26,917 38,005
790,834.00 - - 790,834 -
51,002,661 13,470,734 13,470,734 64,473,395 51,690,619
6,426,950 (6,426,950) (6,426,950) - -
6,426,950 (6,426,950) (6,426,950) - -
57,429,611 7,043,784 7,043,784 64,473,395 51,690,619
20,740,047 - - 20,740,047 20,736,614
11,824,232 - - 11,824,232 11,920,238
32,564,279 - - 32,564,279 32,656,852
4,577,055 - - 4,577,055 4,250,840
5,301,379 - - 5,301,379 4,645,817
$ 9,878,434 $ - $ $ - $ 9,878,434 8,896,657

The accompanying notes are an integral part of this financial statement.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS - CONTINUED
For the Year Ended June 30, 2019

(With summarized comparative financial information at June 30, 2018)

With Donor Restrictions

Without Donor Temporarily Permanently
Restrictions Restricted Restricted Subtotal 2019 Total 2018 Total
Operating expenses
Other expenses
Ancillary services
Museum use and services $ 475,169 $ - $ - $ - $ 475,169 $ 332,483
Recovery of allowance for doubtful pledges 347,263 - - - 347,263 (1,466)
Depreciation 8,180,691 - - - 8,180,691 8,185,395
Amortization 43,735 - - - 43,735 39,777
Total other expenses 9,046,858 - - - 9,046,858 8,556,189
Total operating expenses 51,489,571 - - - 51,489,571 50,109,698
Change in net assets from operations 5,940,040 7,043,784 - 7,043,784 12,983,824 1,580,921
Non-operating revenue, gains and losses
Interest and dividend income, net 565,935 23,211 - 23,211 589,146 2,343,054
Debt service payments (4,231,608) - - - (4,231,608) (4,203,029)
Realized and unrealized gain (loss) on investments, net 5,900,793 43,901 - 43,901 5,944,694 8,700,328
Unrealized gain (loss) on interest rate swaps (5,430,697) - - - (5,430,697) 4,960,543
Change in value of obligations under split-interest agreement - 4,420 - 4,420 4,420 31
Endowment income for operation (8,250,246) (283,220) - (283,220) (8,533,466) (7,713,764)
Total other non-operating revenue, gains and losses (11,445,823) (211,688) - (211,688) (11,657,511) 4,087,163
Change in net assets (5,505,783) 6,832,096 - 6,832,096 1,326,313 5,668,084
Net assets, beginning of the year 158,515,046 11,681,986 2,864,146 14,546,132 173,061,178 167,393,094
Net assets, end of year $ 153,009,263 $ 18,514,082 $ 2,864,146 $ 21,378,228 $ 174,387,491 $ 173,061,178

The accompanying notes are an integral part of this financial statement.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

2019 2018
Cash flows from operating activities:
Change in net assets $ 1,326,313 $ 5,668,084
Adjustments to reconcile the change in net assets
to net cash provided by (used in) operating activities
Depreciation 8,180,691 8,185,395
Net change in bond issuance cost 43,735 (255,610)
Recovery of uncollectible pledges 347,263 (1,466)
Realized and unrealized (gain) loss on investments, net (5,944,694) (8,700,328)
Unrealized (gain) loss on interest rate swaps 5,430,697 (4,960,543)
Change in value of investments held in trust 24,881 28,543
(Increase) decrease in
Accounts receivable 248,647 (510,286)
Grants receivable and contributions receivable (6,576,136) 11,548
Prepaid expenses and other assets 511,911 121,119
Increase (decrease) in
Accounts payable and accrued expenses (1,001,023) 1,434,333
Deferred revenues (260,255) 455,307
Net cash provided by (used in) operating activities 2,332,030 1,476,096
Cash flows from investing activities:
Proceeds from sales and maturities of investments 79,195,165 65,768,508
Purchases of investments (75,555,269) (62,026,358)
Purchases of building improvements, equipment and exhibits (4,772,345) (6,285,874)
Net cash used in investing activities (1,132,449) (2,543,724)
Cash flows from financing activities:
Decrease in obligations under split-interest agreement (29,302) (28,574)
Net cash used in financing activities (29,302) (28,574)
Net change in cash and cash equivalents 1,170,279 (1,096,202)
Cash and cash equivalents, beginning of year 6,697,673 7,793,875
Cash and cash equivalents, end of year $ 7,867,952 $ 6,697,673
Supplemental cash flow information
Contributions of non-cash gifts $ 28,926 $ 97,656
Cash paid for interest $ 3,803,155 $ 3,532,467

The accompanying notes are an integral part of this financial statement.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 1 - NATURE OF THE ORGANIZATION

The Los Angeles County Museum of Natural History Foundation (the “Foundation”), a California not-for-
profit corporation, was incorporated in 1965 for the purpose of providing financial and other support to the
Los Angeles County Museum of Natural History (the “Museum?”). The County of Los Angeles (the “County”),
through its Department of Museum of Natural History (the “Department”), in partnership with the
Foundation, owns, operates and maintains the Museum. The mission of the Museum is to inspire wonder,
discovery and responsibility for our natural and cultural worlds. This is accomplished through permanent
and traveling exhibits, public programming, and educational and research programs.

The Foundation supports and assists in the maintenance and development of the Museum'’s educational,
scientific and cultural programs and services, and in the expansion of its collections.

A Board of Governors appointed by the County’s Board of Supervisors is the governing body of the
Department. To better coordinate and facilitate management of the Museum and its operations, members
of the Board of Governors also serve on the Foundation’s Board of Trustees, and the Director of the
Department also serves as the President of the Foundation.

The County reimburses the Foundation for certain services it provides for the Museum, and the amount of
the reimbursement is reflected as part of the Foundation’s revenue and support in the accompanying
statement of activities and changes in net assets. In addition, the County provides funds directly to providers
of services to the Museum, which are not included in the accompanying statement of activities and changes
in net assets. As further discussed in Note 13 and in the supplemental combining statement of activities
and changes in net assets for the fiscal year ended June 30, 2019, the County provided $3,986,011 in
funds directly to these providers of services. If the County’s entire contribution under the funding agreement
were to be included in the Foundation’s statement of activities and changes in net assets, the Foundation’s
total revenue, including support from the County, would be $68,459,406 for the fiscal year ended June 30,
2019.

The Foundation and the County, through the Department, currently share responsibility for the following
family of museums:

Natural History Museum of Los Angeles County

In 1913, the Natural History Museum was the first cultural institution open to the public in Los Angeles.
Located within Exposition Park, it has become a national leader in collections, research, exhibitions and
education. It is one of the preeminent natural and cultural museums in the United States, with millions of
specimens and artifacts in its collections covering 4.5 billion years of Earth and human history.

The La Brea Tar Pits and Museum

Established in 1977, the La Brea Tar Pits and Museum is recognized for having the largest and most diverse
assemblage of extinct Ice Age plants and animals in the world, consisting of more than six hundred species.
During the summer, the public can observe paleontological fieldwork. The excavated fossils are cleaned,
repaired and identified in a paleontology laboratory inside the Museum, which can be viewed by the public.



Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 1 - NATURE OF THE ORGANIZATION - CONTINUED
William S. Hart Museum

The William S. Hart Museum was the home of William S. Hart, an American silent Western film star, which he
bequeathed on his death to the County of Los Angeles. It contains the original furnishings, a collection of Western
art, memorabilia of early Hollywood and Native American artifacts. The William S. Hart Museum is situated in Hart
Park in Newhall, California and also contains historic buildings and offers hiking trails, picnic areas and camping.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Foundation’s financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America.

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

Without Donor Restrictions — Net assets that are not subject to donor-imposed stipulations and that may be
expendable for any purpose in performing the Foundation’s primary objectives.

With Donor Restrictions — Net assets that are subject to donor restrictions, which the Foundation has defined into
two categories:

Temporatrily restricted net assets — Net assets that are subject to donor-imposed stipulations, either as to
purpose or as to time, that may or will be met either by actions of the Foundation and/or the passage of
time. As the restrictions are satisfied, temporarily restricted net assets are reclassified to net assets
without donor restrictions and reported in the accompanying statement of activities and changes in net
assets as net assets released from restrictions. Donor-restricted contributions received and expended in
the same reporting period are recorded under net assets without donor restrictions. Gifts of long-lived
assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire long-lived assets are reported as temporarily restricted support under net
assets with donor restictions until the assets are placed in service.

Permanently restricted net assets — Net assets for which the donor has stipulated that the principal be
maintained in perpetuity. The income earned on related investments is available for general Foundation
operations unless otherwise restricted by the donor.

Comparative Amounts

The financial statements include certain prior-year summarized comparative information in total. Such information
does not include sufficient detail to constitute a presentation in conformity with accounting principles generally
accepted in the United States of America. Accordingly, such information should be read in conjunction with the
Foundation’s financial statements for the fiscal year ended June 30, 2018, from which the summarized information
was derived.



Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash equivalents consist of short-term, highly liquid invested
funds with original maturities of three months or less. Cash and cash equivalents that are held for long-term
purposes are not reported with cash and cash equivalents in the statement of financial position and cash flows,
but rather are reported as investments.

Investments

The Foundation’s investments are reflected on the statement of financial position at fair value. Changes in
unrealized gains and losses resulting from changes in fair value are reflected in the statement of activities and
changes in net assets. The Foundation’s investments consist of equities, fixed income securities, mutual funds
and alternative investments.

The Foundation’s equity investments and fixed income securities are generally publicly traded on national
securities exchanges and have readily available quoted market values. The Foundation’s investments in
alternative investments are carried at estimated fair value. Management established fair value of these
nonmarketable investments based on valuations provided by investment advisors/custodians. The Foundation
believes that the carrying amount of these financial instruments is a reasonable estimate of fair value. Because
of the inherent uncertainty of valuation of nonmarketable investments, the estimated fair value may differ
significantly from the values that would have been used had a ready market for such investments existed.

Investment securities, in general, are exposed to various risks, such as interest rate, credit and overall market
volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that
changes in the value of investment securities will occur in the near term and that such changes could materially
affect the amounts reported in the statement of financial position.

Grants and Contributions Receivable

The Foundation receives grants from federal agencies that are considered exchange transactions. The
Foundation recognizes income from these grants as revenue and support only to the extent that expenditures
have been made for the purposes specified by the grant agreement or when services have been provided.

Contributions, which may include unconditional promises to give, are recognized as revenue in the period received
or pledged. Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met.

Contributions to be received after one year are recorded at the present value of expected future cash flows. The
Foundation uses an interest rate commensurate with the risks involved to discount the contribution receivable
(“pledge”). The discount rates used were between 2.07% to 2.97% for the fiscal year ended June 30, 2019 and
between 2.54% to 2.81% for the fiscal year ended June 30, 2018. The discount rates will be applied over the life
of the pledge. An allowance for uncollectible pledges of 5.00% has been established for recorded pledges.



Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Leasehold Improvements, Equipment and Exhibits

Leasehold improvements, equipment and exhibits are carried at cost, if purchased, or at fair value on the date of
donation, if donated. Depreciation is computed using the straight line method over the estimated useful lives of
the assets as follows:

Leasehold improvements 10 to 30 years
Equipment and furnishings 5 years
Exhibits 2to 15 years

The Foundation reviews leasehold improvements, equipment and exhibits for impairment whenever events or
changes in circumstances indicate that the carrying value of leasehold improvements, equipment and exhibits
may not be recoverable. Recoverability is measured by a comparison of the carrying amount of the asset to future
net cash flows, undiscounted and without interest, expected to be generated by the asset. If such asset is
considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying
amount of the asset exceeds the fair value of the asset. During the fiscal years ended June 30, 2019 and 2018,
there were no events or changes in circumstances indicating that the carrying amount of the leasehold
improvements, equipment or exhibits might not be recoverable.

The County owns all of the Museum buildings. The County owns the land on which the La Brea Tar Pits Museum
is located and the land on which the Hart Museum is located. The State owns the land on which the Museum in
Exposition Park is located. Under a ground lease, the County has leased the land from the State of California for
a 75-year period, which expires in 2081. The County and the Foundation have entered into a funding agreement
that extends to 2081 and the Foundation is occupying the buildings and land under this agreement, as referenced
in Note 13. The fair value of the use of the buildings is not estimatable and, therefore, not recorded in the
accompanying financial statements.

Collections

The Foundation’s collections that have been acquired through purchases, contributions and other acquisitions
since the Foundation’s inception are not recognized as assets in the accompanying statement of financial position.
Purchases of collection items are recorded as decreases in net assets without donor restrictions in the year in
which the items are acquired or as decreases in temporarily restricted net assets (within net assets with donor
restrictions) if the assets used to purchase the items were restricted by donors. Proceeds from deaccession or
insurance recoveries are reflected as increases in the appropriate net asset classes.

Split-Interest Agreement

The Foundation has legal title to a gift annuity agreement subject to life interests of beneficiaries. No significant
financial benefit is now being or can be realized until the contractual obligations are released.

The Foundation uses the actuarial method of recording the gift annuity agreement. Under this method, the asset
is recorded at fair value when gift is received. The present value of the aggregate annuity payable is recorded as
a liability, based upon life expectancy tables, and the remainder is recorded as a contribution to the appropriate
net asset category. The liability account is charged with payments to beneficiaries. Annual adjustments are made
between the liability account and the net assets account for investment income and gains as well as actuarial
gains and losses. The actuarial liability is based on the present value of future payments discounted at the
Foundation’s credit-adjusted rate of 2.52% at the time such agreement was recorded and over the beneficiaries’
estimated lives according to the Annuity 2000 Mortality Tables.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Interest Rate Swap Agreement

The Foundation uses an overall interest rate risk-management strategy that incorporates the use of derivative
instruments to minimize significant unplanned fluctuations in interest expenses that are caused by interest rate
volatility. An interest rate swap agreement involves the exchange of fixed-rate and variable-rate interest payments
between two parties, based on a common notional principal amount and maturity date. In accordance with
Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic No. 815,
Derivatives and Hedging, all derivative instruments are recognized on the statement of financial position at their
fair values and changes in fair value are recognized in the statement of activities and changes in net assets.

Contributed Materials and Services

The value of significant donated exhibit materials and equipment is reflected as contributions in the accompanying
financial statements at the fair value of such exhibit materials and equipment at the date of contribution.

Contributed services are recognized if services (a) create or enhance long-lived assets or (b) require specialized
skills, are provided by individuals possessing those skills and would typically need to be purchased if not provided
by donation. The Foundation receives a significant amount of contributed services that do not meet the two
recognition criteria described above. Accordingly, the value of this contributed time has not been determined and
is not reflected in the accompanying financial statements.

Income Taxes

The Foundation follows guidance that clarifies the accounting for uncertainty in tax positions taken or expected to
be taken in a tax return, including issues relating to financial statement recognition and measurement. This
guidance provides that the tax effects from an uncertain tax position can only be recognized in the financial
statements if the position is “more-likely-than-not” to be sustained if the position were to be challenged by a taxing
authority. The assessment of the tax position is based solely on the technical merits of the position, without regard
to the likelihood that the tax position may be challenged.

The Foundation is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code, though
it is subject to tax on income unrelated to its exempt purpose, unless that income is otherwise excluded by the
Code. The Foundation has also been recognized by the California Franchise Tax Board as a Foundation that is
exempt from California franchise and income taxes under Section 23701(d) of the California Revenue and
Taxation Code. The Foundation has processes presently in place to ensure the maintenance of its tax-exempt
status; to identify and report unrelated income; to determine its filing and tax obligations in jurisdictions for which
it has nexus; and to identify and evaluate other matters that may be considered tax positions. The Foundation
has determined that there are no material uncertain tax positions that require recognition or disclosure in the
financial statements.

To date, the Foundation has not recorded any uncertain tax positions. During the fiscal years ended June 30,

2019 and 2018, the Foundation performed an evaluation of uncertain tax positions and did not note any matters
that would require recognition in the financial statements or which might have an effect on its tax-exempt status.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Estimated Fair Value of Financial Instruments

As defined in FASB ASC Topic No. 820, Fair Value Measurements and Disclosures (“ASC 820”), fair value is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. In determining fair value, the Foundation uses the market or income
approach. Based on this approach, the Foundation utilizes certain assumptions about the risk or risks inherent in
the inputs to the valuation technique. These inputs can be readily observable, market-corroborated or generally
unobservable inputs. The Foundation utilizes valuation techniques that maximize the use of observable inputs
and minimize the use of unobservable inputs.

Based on the observability of the inputs used in the valuation techniques, the Foundation is required to provide
the following information according to the fair value hierarchy. The fair value hierarchy ranks the quality and the
reliability of the information used to determine fair values.

As a basis for considering such assumptions, ASC 820 establishes a three-tier value hierarchy, which prioritizes
the inputs used in the valuation methodologies in measuring fair value:

Level 1 — Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in
active markets.

Level 2 — Includes other inputs that are directly or indirectly observable in the marketplace.
Level 3 — Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. For the fiscal year ended June 30, 2019, the application of
valuation techniques applied to similar assets and liabilities has been consistent. The following is a description of
the valuation methodologies used for instruments measured at fair value:

For cash and cash equivalents, accounts receivable, grants and contributions receivable, and accounts payable
and accrued expenses, the carrying amounts represent a reasonable estimate of fair values or amount to be
collected due to their short-term maturity. Certain long-term grants receivable and contributions receivable have
been discounted using applicable market rates to approximate fair value. The split-interest agreement liabilities
are reflected at their estimated fair values when received using the methodology described above.

The basis of fair value for the Foundation’s investments and revenue bond trust accounts differs depending on
the investment type. For certain investments, market value is based on quoted market prices. These are classified
within Level 1 of the fair value hierarchy. Some investments are based on unobservable inputs such as net asset
value, cash flows, discount rates and alternative investments which are supported by little or no market activity;
these are classified within Level 3 of the fair value hierarchy.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Estimated Fair Value of Financial Instruments (continued)

The Foundation uses the income approach to determine the estimated fair value of its interest rate swaps. This
approach generally represents a discounted cash flow model, which uses observable inputs such as creditratings
and historic default rates, credit spreads, credit default swap rates or other similar measures for similar observable
instruments; these are classified within Level 2 of the fair value hierarchy.

Revenue Recognition

Annual membership dues and admissions are recognized as revenue when such income is received. Conditional
promises to give are recognized when the conditions on which they depend are substantially met. The Foundation
adopted ASC 606, Revenue from Contracts with Customers effective July 1, 2018 using the modified
restrospective method. ASC 606 prescribes a five-step model that includes: (1) identify the contract; (2) identify
the performance obligations; (3) determine the transaction price; (4) allocate the transaction price to the
performance obligations; and (5) recognize revenue when (or as) performance obligations are satisfied. Upon
evaluation of the indicators facts and circumstances related to the Foundation, it was determined that ASC 606
did not have an impact on the amount or timing of revenue recognition.

Functional Expenses

Expenses that can be identified with a specific program or supporting service are charged directly to the related
program or supporting service. Expenses that are associated with more than one program or supporting service
are allocated based on an evaluation by management. Of the items classified on the statement of activities and
changes in net assets as “other expenses,” depreciation is primarily a program expense and the remainder of the
expenses are primarily support expenses.

Non-operating Income (Expense)

Non-operating income (expense) consists of amounts which, due to their nature, are not considered by
management as part of operations. Specific items include investment results and other non-recurring items.

Use of 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 disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of changes in net assets during the reporting period. Actual results could differ from
those estimates.

Reclassifications
Certain amounts have been reclassified in the 2018 financial statements to conform to the presentation of the

2019 financial statements. The reclassification includes $380,997 of investment fees that is now reported against
investment returns and no longer reported under expenses.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Concentration of Credit Risk

Credit risk is the failure of another party to perform in accordance with the contract terms. Financial instruments
which potentially subject the Foundation to concentrations of credit risk consist primarily of cash and cash
equivalents, investments, pledges and receivables, and the interest rate swaps.

Cash and cash equivalents generally consist of cash, money market accounts and money market funds which
have original maturity dates of three months or less. At times, such cash and cash equivalents may be in excess
of the Federal Deposit Insurance Corporation (“FDIC”) insurance limit. At June 30, 2019, the Foundation held
approximately $6,504,475 of cash in excess of FDIC insurance limits. The Foundation has not experienced any
losses in such accounts and believes it is not exposed to any significant credit risk with respect to cash and cash
equivalents.

With respect to pledges and receivables, the Foundation routinely assesses the financial strength of its debtors
and believes that the related credit risk exposure is limited.

Debt Issuance Costs

Certain costs related to the issuance of debt are deferred and amortized over the term of the debt using the
straight line method, which approximates the effective interest method. Debt issuance costs that have been
deferred are a direct deduction from the carrying amount of the respective debt liability. Debt issuance costs, net
of accumulated amortization, as of June 30, 2019 and 2018, were $770,703 and $814,438, respectively.
Amortization of the debt issuance costs for the years ended June 30, 2019 and 2018 was $43,735 and $39,777,
respectively, and is reported under other expenses.

Recently Adopted Accounting Pronouncements

In August 2016, the FASB issued Accounting Standards Update (“ASU”) 2016-14, Presentation of Financial
Statements of Not-for-Profit Entities. The standard is intended to simplify and improve how a not-for-profit
organization classifies its net assets, as well as the information it presents in its financial statements about its
liquidity, financial performance and cash flows. This new standard is effective for the Foundation for the year
ended June 30, 2019 and is reflected in the financial statements and the related footnotes.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The standard redefines the term “lease”
to mean “conveys the right to control the use of identified property, plant and equipment for a period of time in
exchange for consideration.” The customer has right to control if it receives both the (1) right to obtain substantially
all economic benefits from using an asset and (2) right to direct the use of that asset.

o Lessee Impact: The key impact to lessees is the requirement to show operating leases on the
statement of financial position through recognizing a Right of Use (“ROU”) asset and liability, with the
lease liability measured at the present value of the future lease payments and the asset measured at
the lease liability adjusted for payments made before lease commencement and initial indirect costs.
The leases would be classified into financing leases (recognize interest expense and amortization
based on the interest method) and operating leases (recognize rent expense on a straight-line basis
over the lease term).
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(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Recently Adopted Accounting Pronouncements (continued)

e Lessor Impact: The impact to lessors is minimal, remaining similar to today’s standards. For direct
financing leases, the lessor will recognize any loss up front, defer profit and account for investment in
the lease using the interest method; and for operating leases, recognize an asset sale and account
for investment in the lease using the interest method of the lease term.

This new standard is effective for the Foundation for the year ending June 30, 2020 and can be early adopted in
certain circumstances. The Foundation is in the process of evaluating the impact of this standard on its operations.

In December 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). This
standard eliminates the transaction-and industry-specific revenue recognition guidance. This standard creates a
single, principle-based revenue recognition framework that requires entities to shift away from primarily rules-
based U.S. GAAP and to apply significantly more judgment. With that increase in judgment, Topic 606 requires
expanded disclosures surrounding revenue recognition. This new standard is effective for the Foundation for the
year ended June 30, 2019 and is reflected in the financial statements and the related footnotes.

NOTE 3 - INVESTMENTS

The Foundation’s investments consist of operating reserves, funds functioning as endowment and funds which
have been restricted by the donor as endowment. The Foundation’s investments are governed by the
Foundation’s investment policy, which sets asset allocation ranges for marketable and nonmarketable
investments. Management establishes the fair value of Level 1 investments based on quoted market prices.
Management establishes the fair value of Level 2 and 3 investments based on valuations provided by investment
advisors/custodians.

Investments at June 30 are stated at fair value and consist of the following:

2019 2018

Cash and money market funds $ 611,201 $ 682,010
Common and preferred stock and mutual funds 106,624,531 109,207,039
Corporate bonds 24,005,142 24,728,844
Government securities 548,365 433,107
Alternative investments 24,505,221 24,501,893
Private equity 8,413,441 2,836,747
Other 4,775 10,390

164,712,676 162,400,030
Less investments held in trust under split-interest agreement (183,746) (183,746)
Less cash from operations (829,484) (796,757)

$ 163,699,446 $ 161,394,646

Management fees paid for the fiscal years ended June 30, 2019 and 2018 were $467,587 and $380,727,
respectively.

16



Los Angeles County Museum of Natural History Foundation
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NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019

NOTE 3 - INVESTMENTS - CONTINUED

Significant Concentration of Investments

Both at June 30, 2019 and 2018, the Foundation had an investment of 16,823 shares, in the Angeles Absolute
Return Fund LTD with a net asset value of $24,505,221 and $24,501,893, respectively. At June 30, 2019 and
2018, the Foundation had a position in the Angeles Global Equity Opportunities Fund LLC with a net asset value
of $102,756,488 and $75,506,152, respectively. At June 30, 2019, the Foundation had a position in the Angeles
Diversified Income Fund LLC with a net asset value of $21,888,229.

Valuation Hierarchy

As of June 30, 2019, the Foundation’s investments were classified by level within the valuation hierarchy as

follows:

Cash and money market funds
Stocks and mutual funds
Corporate bonds

Government securities
Alternative investments
Private equity

Other funds

Total investments

As of June 30, 2018, the Foundation’s investments were classified by level within the

follows:

Cash and money market funds
Stocks and mutual funds
Corporate bonds

Government securities
Alternative investments
Private equity

Other funds

Total investments

Level 1 Level 2 Level 3 Total
$ 611,201 $ - $ - $ 611,201
3,868,043 102,756,488 - 106,624,531
2,116,913 21,888,229 - 24,005,142
548,365 - - 548,365
- - 24,505,221 24,505,221
- - 8,413,441 8,413,441
4775 - - 4,775
$ 7149297 $ 124644717 $ 32,918,662 $ 164,712,676

valuation hierarchy as

Level 1 Level 2 Level 3 Total
$ 682,010 $ - $ - $ 682,010
33,700,887 75,506,152 - 109,207,039
24,728,844 - - 24,728,844
433,107 - - 433,107
- - 24,501,893 24,501,893
- - 2,836,747 2,836,747
10,390 - - 10,390
$ 59555238 $ 75,506,152 $ 27,338,640 $ 162,400,030
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)

NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2019
(With summarized comparative financial information at June 30, 2018)

NOTE 3 - INVESTMENTS - CONTINUED

Level 3 Investments

As of June 30, 2019, the Foundation’s investments in Level 3 funds valued using the fair value totaled
$32,918,662. The Level 3 investments are composed of the funds described below:

Fund of Hedge Funds

$24,505,221 is invested in the Angeles Absolute Return Fund LTD, a fund of hedge funds. Approximately
48% of the Angeles Absolute Fund LTD includes investments in US, global, and emerging market
long/short equity strategies. These strategies focus on bottom-up fundamental company analysis and
investments across sectors in the equity market, both long and short. Approximately 32% of this fund
includes investments in credit-related strategies. These strategies focus on stressed and distressed
corporate securities and may also include structured credit. Approximately 13% of this fund includes
investments in multi-strategy funds. These strategies invest in corporate credit, equity and structured
credit investments, with a focus on event-driven situations. Approximately 7% of this fund includes
investments in activist strategies. These strategies invest in equities and take an active ownership
approach with the intent to create value at the companies.

This fund has a one-year lock-up where no redemptions are permitted, which has been met. After one
year, redemptions are permitted quarterly after ninety days’ prior written notice. Proceeds will generally
be paid within forty days of the redemption date. These terms are dependent on the fund’s ability to make
withdrawals from the underlying strategies. There are no remaining capital commitments outstanding.

Private Equity

The Foundation has a total an investment of $8,413,441 in and unfunded commitments of $23,550,540
to seven private investment funds as of June 30, 2019: Angeles Private Markets Fund 2 and Angeles
Private Markets Fund 3, funds that allow investors to gain exposure to private equity, private debt, real
estate and other real assets through an efficient and diversified fund of funds structure; Bain Capital Fund
XIl, a fund that focuses on businesses with sustainable competitive advantage and opportunities to drive
transformational operational change; Dover Street IX L.P., a fund seeking to provide access to a global,
diversified portfolio of secondary investments in private equity assets in leveraged buyout, growth equity,
and venture capital strategies; Marlin Equity Fund V and Marlin Heritage Fund Il, funds primarily focused
on making investments in businesses that are experiencing operational or financial stress or special
situations; and Oaktree Power Opportunities Fund V, a fund focused on control investments in mid-sized
companies that provide equipment, services and software used in the generation, transmission,
distribution, marketing or consumption of energy.

Investors in these funds are not permitted to make voluntary withdrawals from capital accounts and must
be committed to the fund until dissolution, which is generally expected to occur ten years from either (a)
the inception/commencement date of the fund or (b) the end of the fund’s investment period (scheduled
to occur 24 months following the termination of the investor contribution period, but may be extended or
shortened at the manager’s discretion). Additionally, managers of these funds generally retain the ability
to extend the funds for 3-4 successive 12-month periods following the lapse of the initial terms described
in the preceding sentence. The Foundation initially invested in these funds between December 2015 and
December 2018.
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For the Year Ended June 30, 2019
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For the fiscal year ended June 30, 2019, the changes in fair value of the Foundation’s Level 3 investments are as

follows:

Balance, beginning of year $ 27,338,640
Purchases 5,548,128
Sales (976,351)
Realized gains (losses), net 583,522
Unrealized gains (losses), net 424,723
Balance, end of year $ 32,918,662

For the fiscal year ended June 30, 2018, the changes in fair value of the Foundation’s Level 3 investments are as

follows:
Balance, beginning of year $ 31,031,382
Purchases 2,282,743
Sales (6,563,747)
Realized gains (losses), net (879,907)
Unrealized gains (losses), net 1,469,169
Balance, end of year $ 27,338,640

NOTE 4 - GRANTS AND CONTRIBUTIONS RECEIVABLE

Grants and contributions receivable at June 30 are expected to be received as follows:

2019 2018

Due within one year $ 2835116 $§ 1,549,878
Due in between one and five years 4,680,000 832,000
Due after five years 7,832,500 5,832,500

15,347,616 8,214,378
Less present value discount (3,002,797) (2,445,694)
Less allowance for uncollectible pledges (751,887) (404,625)
Total $ 11,592,932 $ 5,364,059

Unconditional contributions receivable include amounts from members of the Foundation’s Board of Trustees of
$2,036,500 and $3,965,000 as of June 30, 2019 and 2018, respectively.
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NOTE 5 - LEASEHOLD IMPROVEMENTS, EQUIPMENT AND EXHIBITS

Leasehold improvements, equipment and exhibits consisted of the following at June 30:

2019 2018

Leasehold improvements $ 119,596,114 $ 119,306,124
Exhibits 54,878,599 54,701,573
Equipment and furnishings 13,151,210 12,731,355
Construction in progress 10,911,450 6,196,074

198,537,373 192,935,126
Less accumulated depreciation (92,111,817) (83,931,126)
Total $ 106,425,556 $ 109,004,000

Depreciation expense for the fiscal years ended June 30, 2019 and 2018 was $8,180,691 and $8,185,395,
respectively.

NOTE 6 - COLLECTIONS

The Foundation’s collections are comprised of artifacts of historical significance, scientific specimens and art
objects that are held for educational, research, scientific and curatorial purposes. Each of the items is catalogued,
preserved and cared for, and activities verifying their existence and assessing their condition are performed
continuously. The collections are subject to a policy that requires proceeds from their sales to be used to acquire
other items for the collections.

NOTE 7 - LINE OF CREDIT

The Foundation has an uncollateralized $4,500,000 revolving line of credit with a bank that expires on
December 31, 2019. During the fiscal years ended June 30, 2019 and 2018, no amounts were outstanding under
the line of credit. Interest is payable monthly at .25% below the bank’s prime rate, which was 5.50% at June 30,
2019 and 5.00% at June 30, 2018.

NOTE 8 - BONDS PAYABLE

On April 29, 2008, pursuant to an Amended and Restated Indenture (the “Indenture”) by and between the
California Infrastructure and Economic Development Bank, a public instrumentality of the State of California (the
“Issuer”), and MUFG Union Bank, N.A. as trustee (the “Trustee”), $89,790,000 of tax-exempt Variable Rate
Demand Refunding Revenue Bonds were issued in two series: Series 2008A (“Series 2008A Bonds”) was issued
for $44,895,000 and Series 2008B (“Series 2008B Bonds”) was issued for $44,895,000 (collectively, the “2008
Bonds”).
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NOTE 8 - BONDS PAYABLE - CONTINUED

The Issuer lent the proceeds of the 2008 Bonds to the Foundation pursuant to a loan agreement (the “Loan
Agreement”) by and between the Issuer and the Foundation. Such proceeds received by the Foundation were
used to (i) redeem the $84,400,000 California Infrastructure and Economic Development Bank Revenue Bonds
(Los Angeles County Museum of Natural History Foundation) Series 2007A and Series 2007B (collectively, the
“2007 Bonds”), which financed the acquisition, rehabilitation, renovation, construction, equipping and
improvement by the Foundation of the facilities, galleries and exhibits of the Museum, (ii) establish a capitalized
interest fund on the 2008 Bonds, and (iii) pay the costs of issuance of the 2008 Bonds. On the date of issuance
of the 2008 Bonds, the 2007 Bonds were legally defeased and no longer deemed to be outstanding. At June 30,
2019 and 2018, no proceeds related to the 2008 Bonds were held in trust accounts by the Trustee.

On October 18, 2017, the Foundation completed a tender of its outstanding 2008 Bonds, amended the Indenture
and Loan Agreement converting them to an index rate mode with a four year term, and placed the 2008 Bonds
directly with Wells Fargo Municipal Capital Strategies, LLC, a unit of Wells Fargo & Company. At the same time,
the two Direct Pay Letters of Credit with Wells Fargo that had supported the 2008 Bonds were cancelled and
replaced with Continuing Covenant Agreements between Wells Fargo and the Foundation. On January 1, 2018,
the margin rate factor applicable to the 2008 Bonds increased resulting in an increase in the LIBOR index rate.
Wells Fargo and the Foundation agreed to lower the interest rate in effect on the 2008 Bonds by amending certain
definitions which determine the LIBOR index rate. On May 1, 2018, a Second Amendment to Amended and
Restated Indenture and a First Amendment to Continuing Covenant Agreements were entered into in order to
adjust the interest rate calculations under the LIBOR index rate applicable to the 2008 Bonds. At June 30, 2019
the interest rate was 2.83% and at June 30, 2018, the interest rate was 2.47% on both the Series 2008A and the
Series 2008B Bonds.

For the fiscal years ended June 30, 2019 and 2018, the Foundation incurred $4,126,895 and $3,641,199,
respectively, in interest expense associated with the 2008 Bonds, excluding the amortization of the bond issuance
costs. For the year ended June 30, 2019, the Foundation recorded a settlement payment in the amount of
$157,299 to be received in connection with the original 2007 Bonds. The payment is reflected in the statement of
financial position as an amount receivable and in the statement of activities and changes in net assets as an
abatement of interest expense.

The loan payments are general obligations of the Foundation. No specific property is pledged under the Loan
Agreement. The Foundation must meet an adjusted unrestricted net assets to indebtedness ratio (“‘UNA ratio”) of
0.75 at each June 30 and December 31 through the calendar year 2011, and 0.95 at each June 30 and
December 31 thereafter, or be subject to specific sanctions.

As of June 30, 2019 and 2018, the UNA ratio was 1:76:1 and 1:73:1, respectively. The Foundation was in
compliance with the bond covenant requirements at June 30, 2019 and 2018.

The Foundation has incurred issuance costs related to the 2008 Bonds and the conversion described above.
These costs were capitalized and are being amortized over the term of the 2008 Bonds, on a straight-line basis,
which approximates the effective interest method. At June 30, 2019 and at June 30, 2018 the capitalized amount
was $1,109,976. For the fiscal years ended June 30, 2019 and 2018, the amortization of these issuance costs
was $43,735 and $39,777, respectively. The 2008 Bonds are shown in the statement of financial position net of
the unamortized issuance costs.
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NOTE 8 - BONDS PAYABLE - CONTINUED

The 2009 Bonds mandatory redemption requirements have been summarized in the following table:

Redemption Date

September 1, Series A Series B Total
2026 $ 3,175,000 $ 3,180,000 $ 6,355,000
2027 3,295,000 3,270,000 6,565,000
2028 3,350,000 3,405,000 6,755,000
2029 3,465,000 3,445,000 6,910,000
2030 3,550,000 3,555,000 7,105,000
2031 3,660,000 3,665,000 7,325,000
2032 3,785,000 3,770,000 7,555,000
2033 3,880,000 3,880,000 7,760,000
2034 4,010,000 4,020,000 8,030,000
2035 4,115,000 4,110,000 8,225,000
2036 4,240,000 4,235,000 8,475,000
2037 (Maturity) 4,370,000 4,360,000 8,730,000
Total principal payments $ 44,895,000 44,895,000 89,790,000

Less: amount representing unamortized
discount and debt issuances costs (770,703)

$ 89,019,297

NOTE 9 - INTEREST RATE SWAPS

In April 2008, the Foundation entered into a twenty-nine-year interest rate swap agreement with a bank to reduce
the impact of changes in interest rate on its 2008 Bonds. Under the swap agreement, which consists of two interest
rate swaps, the Foundation agrees to pay the bank a fixed amount of interest at 3.385% per month, and will
receive 56% of one-month London Inter-Bank Offered Rate (“LIBOR”), plus twenty-three basis points (1.58% at
June 30, 2019). The interest rate swap agreement expires on September 1, 2037. The Foundation recognized
a net unrealized loss on mark to market of $5,430,697 and a net unrealized gain of $4,960,543 for the fiscal years
ended June 30, 2019 and 2018, respectively.

The Foundation has a $25,000,000 Standby Letter of Credit with US Bank which is posted with the counterparty

to the interest rate swap agreement as collateral against the swap termination fee. This Standby Letter of Credit
replaces the need for the Foundation to post collateral. The Standby Letter of Credit expires on October 13, 2020.
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NOTE 10 - COMMITMENTS AND CONTINGENCIES

Minimum Lease Payments

The Foundation leases storage facilities and office equipment under several noncancelable operating leases
expiring at various dates through the fiscal year ending June 30, 2023. For the fiscal year ended June 30, 2019,
rent expense relating to these leases amounted to $522,408, which is recorded in the statement of activities and
changes in net assets. The future minimum lease payments required under these operating leases are as follows:

Years Ending June 30,

2020 $ 543,368
2021 554,013
2022 564,977
2023 219,735
2024 102,876
Total $ 1,984,969

Litigation and Examinations

In the normal course of operations, the Foundation may be named as a defendant in lawsuits and is subject to
periodic examinations by regulatory agencies. After consultation with legal counsel, management is of the opinion
that liabilities, if any, arising from such litigation and examinations would not have a material effect on the
Foundation’s financial position and cash flows.

Certain federal grants which the Foundation administers and for which it receives reimbursements are subject to
audit and final acceptance by federal granting agencies. The amount of expenditures that may be disallowed by
the grantor, if any, cannot be determined at this time. The Foundation expects that such amounts, if any, would
not have amaterial impact on the financial position and cash flows of the Foundation.

NOTE 11 - NET ASSETS

Net assets without donor restrictions, including Board-designated endowments, at June 30, were as follows:

2019 2018
Net assets without donor restrictions:
Board-designated endowment funds $ 148,418,197 $ 147,211,414
Others 4,591,066 11,303,632
Total $ 153,009,263 $ 158,515,046
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NOTE 11 - NET ASSETS - CONTINUED

Net assets with donor restrictions, were as follows:

2019 2018
Net assets with donor restrictions:
Temporarily restricted net assets
Restricted as to time/purpose $ 14,688,212 $ 7,644,427
Unappropriated endowment earnings 3,825,870 4,037,559
Subtotal 18,514,082 11,681,986
Permanently restricted net assets
Endowment fund - perpetual in nature 2,864,146 2,864,146
Total $ 21,378,228 $ 14,546,132

NOTE 12 - ENDOWMENT

The Foundation’s endowment consists of various individual donor-restricted and Board-designated endowment
funds. The net assets associated with endowment funds are classified and reported based on the existence or
absence of donor-imposed restrictions.

The Board of Trustees has interpreted the Uniform Prudent Management of Institutional Funds Act (“‘UPMIFA”)
as requiring the preservation of the original gift as of the gift date of the donor-restricted endowment funds absent
explicit donor stipulations to the contrary.

As a result of this interpretation, the Foundation classifies as permanently restricted net assets (a) the original
value of the gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment, and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund.

The remaining portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for expenditure by
the Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA.

In accordance with UPMIFA, the following factors are to be considered in making a determination to appropriate
or accumulate endowment funds:

The duration and preservation of the fund

The purposes of the Foundation and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Foundation

The investment policies of the Foundation
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NOTE 12 - ENDOWMENT - CONTINUED

The following table presents the Foundation’s endowment composition and net asset classification as of June 30,

2019:
With Donor Restrictions
Without Donor Temporarily Permanently
Restrictions Restricted Restricted Total
Donor-restricted endowment funds $ - $ 3825871 $ 2,864,146 $ 6,690,017
- 148,418,197

Board-designated endowment funds 148,418,197 -

Endowment net assets, end of year  $148,418,197 $ 3,825871 § 2,864,146

$ 155,108,214

Changes in endowment net assets for the fiscal year ended June 30, 2019 were as follows:

With Donor Restrictions

Without Donor Temporarily Permanently
Restrictions Restricted Restricted Total
Endowment net assets, beginning of year $ 147,211,414 $ 4,037,559 $ 2,864,146 $ 154,113,119
Campaign gifts 3,574,000 - - 3,574,000
Investment return
Investment income (net) 487,728 32,829 - 520,557
Net gains/(loss) (realized and unrealized) 5,900,793 43,901 - 5,944,694
Total investment return 9,962,521 76,730 - 10,039,251
Appropriation of endowment assets
for fiscal year 2019 (8,434,060) - - (8,434,060)
Replacement of endowment assets
previously appropriated for expenditure (321,678) (283,221) - (604,899)
Other - (5,197) - (5,197)
Endowment net assets, end of year $ 148,418,197 $ 3,825,871 $ 2,864,146 $ 155,108,214

From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall
below the level that the donor or UPMIFA requires the Foundation to retain as funds of perpetual duration. At
June 30, 2019, the Foundation had no endowment funds with fair values below the original gift amount.

The Foundation has adopted investment and spending policies for endowment assets that attempt to provide
sufficient income to sustain funding to programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets. Endowment assets include those assets of donor-restricted funds
that the Foundation must hold in perpetuity or for a donor-specified period, as well as funds functioning as
endowment. Under this policy, the long-term investment objective is to attain an inflation-adjusted total return (net
of investment management fees and other costs) at least equal to the contemplated spending rate and to meet

the Foundation’s need for short-term, medium-term and long-term funding.
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NOTE 12 - ENDOWMENT - CONTINUED

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

The Foundation has a policy of appropriating for distribution each year a percentage of the prior twelve calendar
quarters’ trailing average of the fair market value at June 30. The allowable spending rate for the fiscal years
ended June 30, 2019 and 2018, was 5% to cover operations and debt service related payments. In the fiscal year
ended June 30, 2019, the Board approved an additional draw of up to 0.5% to cover campaign expenses. The
spending rate is reviewed periodically to ensure it is consistent with the long-term investment objectives to attain
an inflation-adjusted total return (net of investment management fees and other costs) at least equal to the
contemplated spending rate and to meet the Foundation’s need for short-term, medium-term and long-term
funding. Accordingly, over the long term, the Foundation expects the current spending policy to allow its
endowment to grow at a rate consistent with the Foundation’s long-term objectives.

NOTE 13 - AFFILIATION WITH THE COUNTY OF LOS ANGELES

As discussed in Note 1, the Foundation provides support and assistance in the maintenance and development of
the Museum’s educational, scientific and cultural programs and services and expansion of collections. In
connection with this assistance, the County and the Foundation have entered into a funding agreement that
extends to June 30, 2081. Under the terms of the funding agreement, the County provided $21,077,820 and
$20,870,205 to the Foundation for the fiscal years ended June 30, 2019 and 2018, respectively. These funds were
used to operate and generally administer the Museum and maintain and preserve the Museum and all structures
and facilities in good repair and working order.

During the fiscal years ended June 30, 2019 and 2018, $17,091,809 and $16,821,482, respectively, were received
directly by the Foundation as reimbursements for certain Foundation services and are included in the
accompanying statement of activities and changes in net assets as support from the County. The remaining
amounts of $3,986,011 and $4,048,723, respectively, were provided directly by the County to other providers of
services to the Museum and are not reflected in the accompanying financial statements.

The amount provided under the agreement with the County will be adjusted annually by the Consumer Price
Index, but no such annual adjustment shall exceed 5%. The Foundation is responsible for contributing each fiscal
year towards its operations for the benefit of the Museum an amount no less than 80% of the amount provided by
the County. For the fiscal years ended June 30, 2019 and 2018, the Foundation provided $47,381,586 and
$34,869,136, respectively, excluding unrealized gains and losses on investments, representing 225% of the
amounts provided by the County for 2019 and 167% for 2018.
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NOTE 14 - RETIREMENT PLAN

The Foundation maintains certain defined contribution retirement plans (the “Plans”), which are offered to all of its
full-time employees. Contributions are made by the Foundation as well as voluntarily by employees. Effective
January 1, 2017, the Foundation began automatically enrolling employees in the plan at a 3% employee
contribution. Employees can choose to contribute more, less or opt-out completely. The Foundation contributes
3% of employees’ eligible pay whether the employee contributes or not. Additionally, the Foundation matches
40% of employee deferrals up to a total of 5% of eligible pay. The Foundation has the right to terminate its
involvement with the Plans at any time. The Plans are funded as incurred. The Foundation’s contribution totaled
$985,804 and $915,160 for the fiscal years ended June 30, 2019 and 2018, respectively.

NOTE 15 - SUBSEQUENT EVENTS

The Foundation has performed an evaluation of subsequent events through December 13, 2019, which is the
date the financial statements were available to be issued.

NOTE 16 - AVAILABILITY OF FINANCIAL ASSETS

The following reflects the Foundation’s financial assets as of June 30, 2019, reduced by amounts not available
for general use within one year of the balance sheet date because of contractual or donor-imposed restrictions or
internal designations. Amounts not available include endowment funds set aside for long-term investing that could
be drawn upon with the approval of the governing board.

2019 2018

Cash and equivalents $ 7,867,952 $ 6,697,673
Investments 163,699,446 161,394,646
Investments held in trust under split-interest agreement 183,746 208,627
Accounts receivable 465,982 714,629
Grants and contributions receivable, net 11,592,932 5,364,059

183,810,058 174,379,634
Receivables scheduled to be collected in more than one (8,757,816) (3,814,181)
year (see note 4) e T
Contractual or donor-imposed restrictions:
En:;v:g;ent funds (including funds which are perpetual (6,690,017) (6,901,705)
Other donor restrictions (4,259,727) (2,215,942)
Investment held in charitable remainder trust (183,746) (208,627)
Board designations:
Endowment funds (148,418,197) (147,211,414)
Financial assets available to meet cash needs for $ 15,500,555 $ 14,027,765

general expenditures within one year
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NOTE 16 - AVAILABILITY OF FINANCIAL ASSETS - CONTINUED

At the beginning of each fiscal year, the Foundation receives a lump sum payment from the County representing
the operational transfer in accordance with the funding agreement between the County and the Foundation. The
Foundation received $17.1 million in July 2019 (for fiscal year 2020) and $16.9 million in July 2018 (for fiscal year
2019).

In addition to available financial assets, the Foundation operates with a balanced budget.

NOTE 17 - ANALYSIS OF EXPENSES

The financial statements report certain categories of expenses (e.g., depreciation, amortization) that are
attributable to one or more program or supporting services of the Foundation. Those expenses include the
Executive Office, Guest Relation’s department, Marketing and Communications department and Administration
department (that includes Operations, Finance, Human Resources and Information Technology). The costs of
these departments are allocated based on management’s evaluation of where efforts are made.

Expenses by function and natural classification for the year ended June 30, 2019 is:

Education and

Research and

General and

Exhibits Collections Total Administration Fundraising Total Total Expenses
Operating expenses
Salaries and wages $ 13,336,464 $ 8,300,273 $ 21,636,737 $ 1,928,675 $ 3,145,691 $ 5,074,366 $ 26,711,103
Professional fees 906,735 263,916 1,170,651 134,662 782,283 916,945 2,087,596
Museum use services and services 1,011,289 862,197 1,873,486 1,841,718 269,033 2,110,751 3,984,237
Occupancy - 418,906 418,906 - - - 418,906
Insurance/participation fees and travel 275,627 347,947 623,574 185,883 65,604 251,487 875,061
Advertising and printing 1,965,138 33,251 1,998,389 5,965 243,159 249,124 2,247,513
Exhibit building and supply costs 713,517 55,413 768,930 - - - 768,930
Information technology 359,246 253,272 612,518 185,969 114,845 300,814 913,332
Repair and maintenance 543,718 322,878 866,596 398,026 79,739 477,765 1,344,361
Office expense 92,717 73,286 166,003 71,562 124,313 195,875 361,878
Other 1,535,597 892,892 2,428,489 299,764 476,712 776,476 3,204,965
Recovery of allowance for doubtful pledges - - - 347,263 - 347,263 347,263
Depreciation 6,299,132 1,063,490 7,362,622 818,069 - 818,069 8,180,691
Amortization - - - 43,735 - 43,735 43,735
Total operating expenses $ 27,039,180 $ 12,887,721 $ 39,926,901 $ 6,261,291 $ 5,301,379 $ 11,562,670 $ 51,489,571
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COMBINING STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
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Operating revenue and support
Private gifts, grants and contracts
Endowment income
Grant income
Museum admission fees
Appropriation from the County of Los Angeles
Support from the County of Los Angeles
Membership dues
Program income
Museum use and services
Museum shops, cafeteria and photo experience
Miscellaneous revenue
Special events revenue, net of cost of direct benefit to donors
of $614,007

Total revenue and support

Net assets released from restrictions
Satisfaction of restrictions

Total net assets released from restrictions

Total operating revenue and support
and net assets released from restrictions

Operating expense
Program senices
Education and exhibits
Research and collections

Total program senices
Supporting senices
General and administration
Operation contract with the County - Operational Transfer

Fundraising

Total supporting senices

County of Los

Los Angeles
County Museum
of Natural History

Combined Angeles Eliminations Foundation
13,141,290 $ - $ - $ 13,141,290
8,533,466 - - 8,533,466
8,434,508 - - 8,434,508
9,001,769 - - 9,001,769
21,077,820 (21,077,820) - -
- - 17,091,809 17,091,809
3,504,802 - - 3,504,802
2,208,561 - - 2,208,561
481,343 - - 481,343
1,258,096 - - 1,258,096
26,917 - - 26,917
790,834 - - -
68,459,406 (21,077,820) 17,091,809 63,682,561
68,459,406 (21,077,820) 17,091,809 63,682,561
29,191,485 (8,451,438) - 20,740,047
17,326,946 (5,502,714) - 11,824,232
46,518,431 (13,954,152) - 32,564,279
11,700,723 (7,123,668) - 4,577,055
(17,091,809) - 17,091,809 -
5,301,379 - - 5,301,379
(89,707)  $ (7,123,668) $ 17,091,809 $ 9,878,434
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County of Los

Los Angeles
County Museum
of Natural History

Combined Angeles Eliminations Foundation
Operating expenses
Other expenses
Ancillary senices
Museum use and senvices $ 475,169  $ - % - 8 475,169
Recovery of allowance for doubtful pledges 347,263 - - 347,263
Depreciation 8,180,691 - - 8,180,691
Amortization 43,735 - - 43,735
Total other expenses 9,046,858 - - 9,046,858
Total operating expenses 55,475,582 (21,077,820) 17,091,809 51,489,571
Change in net assets from operations 12,983,824 - - 12,983,824
Non-operating revenue, gains and losses
Interest and dividend income, net 589,146 - - 589,146
Debt senice payments (4,231,608) - - (4,231,608)
Realized and unrealized gain (loss) on investments, net 5,944,694 - - 5,944,694
Unrealized gain (loss) on interest rate swaps (5,430,697) - - (5,430,697)
Change in value of obligations under split-interest agreement 4,420 - - 4,420
Endowment income for operation (8,533,466) - - (8,533,466)
Total other non-operating revenue, gains and losses (11,657,511) - - (11,657,511)
Change in net assets 1,326,313 - - 1,326,313
Net assets, beginning of the year 173,061,178 - - 173,061,178
Net assets, end of year $ 174,387,491 $ - $ - $ 174,387,491
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