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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, 2017, 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
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June 30, 2017, 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.
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, 2017, 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 2016 summarized comparative information

We have previously audited the Foundation’s 2016 financial statements (not presented herein), and
we expressed an unmodified audit opinion on those audited financial statements in our report dated
December 14, 2016. In our opinion, the accompanying summarized comparative financial
information as of and for the year ended June 30, 2016 is consistent, in all material respects, with
the audited financial statements from which it has been derived.

Los Angeles, California
December 13, 2017

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd

Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
STATEMENT OF FINANCIAL POSITION
As of June 30, 2017
(With summarized comparative financial information at June 30, 2016)
2017

2016

ASSETS
Assets
Cash and cash equivalents
Investments
Investments held in trust under split-interest agreement
Accounts receivable
Grants and contributions receivable, net
Leasehold improvements, equipment and exhibits, net
Prepaid expenses and other assets
Total assets
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses
Obligations under split-interest agreement
Deferred revenues
Bonds payable, net
Interest rate swaps

$

7,793,875
156,436,468
237,171
204,343
5,374,140
110,903,521
725,314

$

9,512,894
140,677,604
259,636
555,435
5,389,693
115,522,608
645,908

$

281,674,832

$

272,563,778

$

3,968,032
166,427
104,888
89,231,172
20,811,219

$

4,612,518
194,293
444,602
89,208,724
29,379,869

Total liabilities
Net assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

$

114,281,738

123,840,006

148,783,408
15,745,540
2,864,146

133,753,103
12,106,523
2,864,146

167,393,094

148,723,772

281,674,832

$

The accompanying notes are an integral part of this financial statement.
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272,563,778

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, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
Unrestricted
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 $461,845 and $292,479, respectively

$

1,931,679
7,323,591
574,214
7,794,789
16,159,000
3,563,306
1,902,369
878,958
1,284,282
9,733

Temporarily
Restricted
$

Permanently
Restricted

4,431,214
278,272
21,624
62,165
174,060

$

2017 Total
-

$

2016 Total

6,362,893
7,601,863
574,214
7,794,789
16,159,000
3,584,930
1,964,534
878,958
1,284,282
183,793

$

4,685,540
7,294,051
3,836,381
7,666,658
16,146,714
3,512,366
1,643,818
1,353,567
1,204,257
4,964

787,928

-

-

787,928

361,968

42,209,849

4,967,335

-

47,177,184

47,710,284

1,575,762

(1,575,762)

-

-

-

Total net assets released from restrictions

1,575,762

(1,575,762)

-

-

-

Total operating revenue and support and
net assets released from restrictions

43,785,611

3,391,573

-

47,177,184

47,710,284

19,499,385
11,271,186

-

-

19,499,385
11,271,186

18,470,855
9,594,129

30,770,571

-

-

30,770,571

28,064,984

4,171,119
4,036,674

-

-

4,171,119
4,036,674

3,741,391
3,997,179

Total revenue and support
Net assets released from restrictions
Satisfaction of restrictions

Operating expenses
Program services
Education and exhibits
Research and collections
Total program services
Supporting servcies
General and administration
Fundraising
Total supporting services

$

8,207,793

$

-

$

-

$

8,207,793

The accompanying notes are an integral part of this financial statement.
4

$

7,738,570

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, 2017
(With summarized comparative financial information for the year ended June 30, 2016)

Operating expenses (continued)
Other expenses
Ancillary services
Museum use and services
Recovery of allowance for doubtful pledges
Depreciation
Amortization
Total other expenses

$

Permanently
Restricted

Temporarily
Restricted

Unrestricted

513,621
51,915
8,050,861
27,901

$

-

$

2017 Total

-

$

513,621
51,915
8,050,861
27,901

2016 Total

$

443,364
54,267
7,987,583
31,202

8,644,298

-

-

8,644,298

8,516,416

47,622,662

-

-

47,622,662

44,319,970

Change in net assets from operations

(3,837,051)

3,391,573

-

(445,478)

3,390,314

Non-operating revenue, gains and losses
Interest and dividend income, net
Debt service payments
Realized and unrealized gain (loss) on investments, net
Unrealized gain (loss) on interest rate swaps
Change in value of obligations under split-interest agreement
Endowment income for operations

3,219,817
(4,077,451)
18,276,688
8,568,650
(7,120,348)

278,041
445,518
5,400
(481,515)

-

3,497,858
(4,077,451)
18,722,206
8,568,650
5,400
(7,601,863)

4,128,464
(3,931,310)
(10,717,462)
(8,598,126)
(7,055)
(7,294,051)

18,867,356

247,444

-

19,114,800

(26,419,540)

15,030,305

3,639,017

-

18,669,322

(23,029,226)

133,753,103

12,106,523

2,864,146

148,723,772

171,752,997

2,864,146

$ 167,393,094

Total operating expenses

Total other non-operating revenue, gains and losses
Change in net assets
Net assets, beginning of the year
Net assets, end of the year

$ 148,783,408

$

15,745,540

$

The accompanying notes are an integral part of this financial statement.
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$

148,723,772

Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
2017
Cash flows from operating activities
Change in net assets
Adjustments to reconcile the change in net assets
to net cash (used in) provided by operating activities
Depreciation
Amortization of bond issuance cost
Recovery of uncollectible pledges
Realized and unrealized (gain) loss on investments, net
Unrealized (gain) loss on interest rate swaps
Change in value of investments held in trust
(Increase) decrease in
Accounts receivable
Grants receivable and contributions receivable
Prepaid expenses and other assets
Increase (decrease) in
Accounts payable and accrued expenses
Deferred revenues

$

2016

18,669,322

$ (23,029,225)

8,050,861
22,448
51,915
(18,722,206)
(8,568,650)
22,465

7,987,583
31,202
54,267
10,717,462
8,598,126
34,229

351,092
(36,364)
(79,406)

(117,185)
(596,203)
135,002

(644,486)
(339,714)

(967,877)
125,328

(1,222,723)

2,972,708

80,485,968
(77,522,624)
(3,431,774)

50,427,119
(50,892,052)
(426,105)

(468,430)

(891,038)

(27,866)

(27,175)

(27,866)

(27,175)

Net change in cash and cash equivalents

(1,719,019)

2,054,494

Cash and cash equivalents, beginning of year

9,512,894

7,458,400

Net cash (used in) provided by operating activities
Cash flows from investing activities
Proceeds from sales and maturities of investments
Purchases of investments
Purchases of building improvements, equipment and exhibits
Net cash used in investing activities
Cash flows from financing activities
Decrease in obligations under split-interest agreement
Net cash used in financing activities

Cash and cash equivalents, end of year

$

7,793,875

$

9,512,894

Supplemental cash flow information
Contributions of non-cash gifts
Cash paid for interest
Acquisition of property and equipment included in accounts payable

$
$
$

982,570
2,649,704
-

$
$
$

70,755
2,492,878
663,934

The accompanying notes are an integral part of this financial statement.
6

Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 1 – NATURE OF THE ORGANIZATION
The Los Angeles County Museum of Natural History Foundation (the “Foundation”), a California notfor-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, 2017, the County provided
$3,498,589 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 $50,675,773 for the
fiscal year ended June 30, 2017.
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.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 1 – NATURE OF THE ORGANIZATION - Continued
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.
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:
Unrestricted net assets – 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.
Temporarily 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 unrestricted
net assets 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 as unrestricted support. 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 longlived assets are reported as temporarily restricted support until the assets are placed in service.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Basis of Presentation (continued)
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, 2016,
from which the summarized information was derived.
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 statements 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.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Investments (continued)
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 1.38% to 2.73% for the fiscal
year ended June 30, 2017 and between 1.14% to 2.30% for the fiscal year ended June 30, 2016. 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.
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
Equipment and furnishings
Exhibits

10 to 30 years
5 years
2 to 15 years
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Leasehold Improvements, Equipment and Exhibits (continued)
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, 2017 and 2016, 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 Foundation does not own the buildings or land. The buildings are owned by the County. The State
of California owns the land on which the Museum 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.
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 unrestricted net assets in
the year in which the items are acquired or as decreases in temporarily restricted net assets 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 2013
census mortality table from the Social Security Administration website.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
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 is exempt from income taxes under Internal Revenue Code Section 501(c)(3) and
California Revenue and Taxation Code Section 23701(d). Accordingly, a provision for federal or state
income taxes is not recorded in the accompanying financial statements.
In accordance with FASB ASC Topic No. 740, Uncertainty in Income Taxes, the Foundation recognizes the
impact of tax positions in the financial statements if that position is more likely than not to be sustained
on audit, based on the technical merits of the position.
To date, the Foundation has not recorded any uncertain tax positions. During the fiscal years ended June
30, 2017 and 2016, 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 - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
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, 2017, the
application of valuation techniques applied to similar assets and liabilities has been consistent.
Financial instruments included in the Foundation’s statement of financial position include cash and cash
equivalents, accounts receivable, grants and contributions receivable, investments, accounts payable and
accrued expenses, split-interest agreement liabilities, bonds payable and interest rate swaps. 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 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.
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Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Estimated Fair Value of Financial Instruments (continued)
Investments, revenue bond trust accounts and derivative financial instruments (i.e., interest rate swaps
and alternative investments) are reflected at estimated fair value as described below.
Investments
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.
Interest Rate Swaps
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
credit ratings 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.
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.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
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.
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, 2017,
the Foundation held approximately $6,475,400 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. Debt issuance costs that have been deferred are a direct deduction from the
carrying amount of the respective debt liability. Debt issuance costs, net accumulated amortization, as
of June 30, 2017 and 2016 were $558,828 and $581,276, respectively. Amortization of the debt issuance
costs for the years ended June 30, 2017 and 2016 was $22,448 and $31,202, respectively, and is reported
within interest expense.
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 (NFP) classifies its net assets, as well as the information it presents in its financial statements
about its liquidity, financial performance and cash flows. The new standard is effective for annual
reporting periods beginning after December 15, 2017. The Foundation is in the process of evaluating
the impact of this standard in its operations.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Recently Adopted Accounting Pronouncements (continued)
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.
•

•

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).
Lessor Impact: The impact to lessors is minimal, remaining similar to today’s standards. For
direct financing leases, recognize any loss up front, defer profit and account for investment in
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. The Foundation is in the
process of evaluating the impact of this standard on its operations.

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 May 2015, the FASB issued ASU 2015-07, Disclosures for Investments in Certain Entities That Calculate Net
Asset Value per Share (or its Equivalent). The standard specifically clarifies how investments valued using
the net asset value (“NAV”) practical expedient within the fair value hierarchy should be classified. The
ASU was issued in order to address diversity in practice. The amended standard’s key provision exempts
investments measured using the NAV practical expedient from categorization within the fair value
hierarchy and related disclosures. The new standard is effective for the Foundation for the year ended
June 30, 2017.
In April 2015, the FASB issued ASU 2015-03, Interest—Imputation of Interest (Subtopic 835-30): Simplifying
the Presentation of Debt Issuance Costs, which requires an entity to present debt issuance costs related to a
recognized debt liability in the balance sheet as a direct deduction from the carrying amount of the debt
liability, consistent with debt discounts. The recognition and measurement guidance for debt issuance
costs is not affected by the amendment in this update. This ASU requires retrospective adoption and is
effective for annual reporting periods beginning after December 15, 2015. This ASU was adopted during

16

Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Recently Adopted Accounting Pronouncements (continued)
the year ended June 30, 2017. The impact of the standard was to reclassify the unamortized debt issuance
costs for the years ended June 30, 2017 and 2016 of $558,828 and $581,276, respectively, from other
assets to a direct deduction from the carrying amount of the outstanding bonds payable.
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 ending June 30, 2019 and can be early adopted in certain
circumstances. The Foundation is in the process of evaluating the impact of this standard on its
operations.
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:

Cash and money market funds
Common and preferred stock and mutual funds
Corporate bonds
Government securities
Alternative investments
Private equity
Other

$

Less investments held in trust under split-interest
agreement
Less cash from operations

2017
514,966
100,594,762
24,815,206
488,382
29,938,811
1,092,571
12,972
157,457,670
(237,171)
(784,031)

$ 156,436,468
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$

2016
391,445
86,132,339
26,239,273
141,078
28,022,636
10,469
140,937,240
(259,636)
-

$ 140,677,604
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NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
NOTE 3 – INVESTMENTS - Continued
Management fees paid for the fiscal years ended June 30, 2017 and 2016 were $402,160 and $391,442,
respectively.
Significant Concentration of Investments
At June 30, 2017 and 2016, the Foundation had an investment in 16,823 shares and 17,581 shares,
respectively, in the Angeles Absolute Return Fund with a net asset value of $22,966,495 and $21,180,242,
respectively. At June 30, 2017 and 2016, the Foundation had a position in the Angeles Global Equity
Opportunities Fund LLC with a net asset value of $44,533,556 and $16,072,902, respectively. At June
30, 2017, the Foundation had an investment in 152,131 shares in the Vanguard Total International Stock
Fund with a fair value of $16,959,586.
As of June 30, 2017, the Foundation’s investments were classified by level within the valuation hierarchy
as follows:
Level 1
Cash and money market funds
Stocks and mutual funds
Corporate bonds
Government securities
Alternative investments
Private equity
Other funds
Total investments

Level 2

Level 3

Total

$

514,966
56,061,206
24,815,206
488,382
12,972

$

44,533,556
-

$

29,938,811
1,092,571
-

$

514,966
100,594,762
24,815,206
488,382
29,938,811
1,092,571
12,972

$

81,892,732

$

44,533,556

$

31,031,382

$

157,457,670

As of June 30, 2016, the Foundation’s investments were classified by level within the valuation hierarchy
as follows:
Level 1
Cash and money market funds
Stocks and mutual funds
Corporate bonds
Government securities
Alternative investments
Other funds
Total investments

Level 2

Level 3

Total

$

391,445
65,464,369
26,239,273
141,078
10,469

$

20,667,970
-

$

28,022,636
-

$

391,445
86,132,339
26,239,273
141,078
28,022,636
10,469

$

92,246,634

$

20,667,970

$

28,022,636

$

140,937,240
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NOTE 3 – INVESTMENTS - Continued
Investments Valued at Net Asset Value
For the fiscal year ended June 30, 2017, the changes in fair value of the Foundation’s Level 3 investments
are as follows:
Balance, beginning of year
Purchases
Sales
Realized loss
Unrealized gain

$

28,022,636
1,398,289
(1,115,476)
(464,728)
3,190,661

Balance, end of year

$

31,031,382

For the fiscal year ended June 30, 2016, the changes in fair value of the Foundation’s Level 3 investments
are as follows:
Balance, beginning of year
Purchases
Sales
Realized loss
Unrealized gain

$

31,188,210
432,334
(111,538)
(1,678,626)
(1,807,744)

Balance, end of year

$

28,022,636
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NOTE 3 – INVESTMENTS - Continued
Investments Valued at Net Asset Value (continued)
The following table summarizes the Foundation’s investments in funds valued using the fair value as of
June 30, 2017:

Fair Value
Fund of hedge funds (a)
Limited partnership (b)
Private equity (c)
Total investments

$ 22,966,495
6,972,316
1,092,571
$ 31,031,382

Unfunded
Commitments
$

$

Redemption
Frequency

8,990,000
8,990,000

Quarterly
Monthly
N/A

Redemption
Notice Period
90 days notice
30 days notice
N/A

(a) Approximately 42% of this fund 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 28% 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 11% 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 14% 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.
The fund held approximately 5% in cash/other.
This fund has a one-year lock-up where no redemptions are permitted. After one year,
redemptions are permitted quarterly after ninety days’ prior written notice. Proceeds will
generally be paid within thirty days of the redemption date. These terms are dependent
on the fund’s ability to make withdrawals from the underlying strategies.
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NOTE 3 – INVESTMENTS - Continued
Investments Valued at Net Asset Value (continued)
(b) The portfolio is comprised primarily of interests in master limited partnerships (“MLPs”)
or equity swaps based on a basket of MLP interests. MLPs are listed and traded on a
United States securities exchange and are expected to derive substantially all of their
income from qualifying sources as identified under Section 7704(d) of the Internal
Revenue Code of 1986, as amended. Interests include natural gas pipelines, oil products
and pipelines, natural gas liquids and other energy infrastructure assets.
The portfolio offers monthly liquidity with redemptions occurring on the last day of the
month. Written notification is required 30 days prior to the redemption date. Proceeds
will be paid within 30 days of the redemption date.
(c) The Foundation had commitments to three private investment funds as of June 30, 2017:
Dover Street IX L.P. is a private equity 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; and, Marlin Equity Fund V, and
Marlin Heritage Fund II, which are private equity funds primarily focused on making
investments in businesses that are experiencing operational or financial stress or special
situations. As of June 30, 2017, no capital had been called for the Marlin Funds and
therefore no fair value is reported for them.
NOTE 4 – GRANTS AND CONTRIBUTIONS RECEIVABLE
Grants and contributions receivable at June 30 are expected to be received as follows:
2017
Due within one year
Due in between one and five years
Due after five years

$

1,440,574
966,500
5,817,500

2016
$

8,224,574
(2,444,343)
(406,091)

Less present value discount
Less allowance for uncollectible pledges
$

Total

5,374,140

2,745,114
786,000
3,617,500
7,148,614
(1,404,745)
(354,176)

$

5,389,693

Unconditional contributions receivable include amounts from members of the Foundation’s Board of
Trustees of $3,677,840 and $2,962,006 as of June 30, 2017 and 2016, respectively.
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NOTE 5 – LEASEHOLD IMPROVEMENTS, EQUIPMENT AND EXHIBITS
Leasehold improvements, equipment and exhibits consisted of the following at June 30:
2017

2016

Less accumulated depreciation

$ 118,948,033
54,701,573
12,613,208
386,438
186,649,252
(75,745,731)

$ 115,392,870
54,443,436
12,081,920
1,299,252
183,217,478
(67,694,870)

Total

$ 110,903,521

$ 115,522,608

Leasehold improvements
Exhibits
Equipment and furnishings
Construction in progress

Depreciation expense for the fiscal years ended June 30, 2017 and 2016 was $8,050,861 and
$7,987,583, 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, 2017. During the fiscal years ended June 30, 2017 and 2016, no amounts were outstanding
under the line of credit. Interest is payable monthly at .25% below the bank’s prime rate, which was
3.75% at June 30, 2017 and 3.50% at June 30, 2016.
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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 taxexempt Variable Rate Demand Refunding Revenue Bonds (“2008 Bonds”) were issued in two series:
Series 2008A was issued for $44,895,000 and Series 2008B was issued for $44,895,000.
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 (“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 costs
of issuance of the 2008 Bonds. On the date of issuance of the 2008 Bonds, the 2007 Bonds were legally
deceased and no longer deemed to be outstanding under the Indenture. At June 30, 2017 and 2016, no
proceeds related to this issuance were held in trust accounts by the Trustee.
The Foundation has incurred issuance costs related to the 2008 Bonds and the renewal of the Letters
of Credit that support its tax-exempt revenue bonds. These costs were capitalized and presented as
prepaid expenses and other assets in the statement of financial position and are being amortized over
the Bonds and Letters of Credit terms, respectively, on a straight-line basis, which approximates the
effective interest method. At June 30, 2017 the capitalized amount was $953,263 and at June 30, 2016,
the capitalized amount was $947,810. For the fiscal years ended June 30, 2017 and 2016, the
amortization of these issuance costs was $22,448 and $31,202, respectively.
For the fiscal years ended June 30, 2017 and 2016, the Foundation incurred $2,886,798 and $2,730,554,
respectively, in interest expense associated with the 2008 Bonds, excluding the amortization of the bond
issuance costs.
The 2008 Bonds bear interest at a daily interest rate determined by the Remarketing Agent. At June 30,
2017 and 2016, the interest rate was .60% and .28%, respectively, on both the Series 2008A and the
Series 2008B Bonds. The fair value of the Bonds approximates the recorded amount.
On November 10, 2010, due to the pending April 2011 expiration of its existing two Letters of Credit,
the Foundation replaced its two Letters of Credit with new Direct Pay Letters of Credit with a bank.
The new Direct Pay Letters of Credit totaling $91,206,960 have been extended and expire on July 31,
2018.
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NOTE 8 – BONDS PAYABLE - Continued
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, 2017 and
2016, the UNA ratio was 1:65:1 and 1.53:1, respectively. The Foundation was in compliance with the
Bond Covenant requirements at June 30, 2017 and 2016.
The 2008 Bonds mandatory redemption requirements have been summarized in the following table:
Redemption Date
September 1,

Series A

2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037 (Maturity)
Total principal payments

Series B

Total

$

3,175,000 $
3,295,000
3,350,000
3,465,000
3,550,000
3,660,000
3,785,000
3,880,000
4,010,000
4,115,000
4,240,000
4,370,000

3,180,000 $
3,270,000
3,405,000
3,445,000
3,555,000
3,665,000
3,770,000
3,880,000
4,020,000
4,110,000
4,235,000
4,360,000

6,355,000
6,565,000
6,755,000
6,910,000
7,105,000
7,325,000
7,555,000
7,760,000
8,030,000
8,225,000
8,475,000
8,730,000

$

44,895,000 $

44,895,000 $

89,790,000

Less: amount representing unamortized
discount and debt issuance costs

(558,828)
$

89,231,172

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 (0.92% at June 30, 2017). The interest rate swap agreement expires on
September 1, 2037. The Foundation recognized a net unrealized gain on mark to market of $8,568,650
and a net unrealized loss of $8,598,126 for the fiscal years ended June 30, 2017 and 2016, respectively.
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NOTE 9 – INTEREST RATE SWAPS – Continued
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 expired on October 23, 2017 and was subsequently extended to October 13, 2020.
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, 2022. For the fiscal year ended
June 30, 2017, rent expense relating to these leases amounted to $507,122, 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,
2018
2019
2020
2021
2022

$

530,184
540,218
550,552
561,197
572,161

Total

$ 2,754,312

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.
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NOTE 10 – COMMITMENTS AND CONTINGENCIES - Continued
Litigation and Examinations (continued)
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 a significant impact on the financial position and cash flows of the
Foundation.
NOTE 11 – NET ASSETS
Unrestricted net assets, including Board-designated endowments and net investment in leasehold
improvements, equipment and exhibits, at June 30, were as follows:
2017
Unrestricted undesignated
Board-designated endowment funds

$

Net investment in leasehold improvements,
equipment and exhibits
Total

7,472,608
141,008,498

2016
$

302,302
$

148,783,408

10,971,194
127,093,104
(4,311,195)

$

133,753,103

Temporarily restricted net assets at June 30, were as follows:
2017
Restricted as to purpose
Programs (including Research and Collections and
Education and Exhibits)
Administration

$

Restricted as to time
Total

$

9,838,687
503,368

2016

$

8,416,304
536,734

10,342,055

8,953,038

5,403,485

3,153,485

15,745,540

$

12,106,523

Permanently restricted net assets totaling $2,864,146 at June 30, 2017 and 2016 are contributions
restricted by donors for investment in perpetuity, the earnings from which are restricted for specific
purposes.

26

Los Angeles County Museum of Natural History Foundation
(a California not-for-profit corporation)
NOTES TO FINANCIAL STATEMENTS - CONTINUED
For the Year Ended June 30, 2017
(With summarized comparative financial information for the year ended June 30, 2016)
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

The following table presents the Foundation’s endowment composition and net asset classification as
of June 30, 2017:
Donor-restricted endowment funds
Board-designated endowment funds

Unrestricted
$
141,008,498

Temporarily
Restricted
$ 4,307,693
-

Endowment net assets, end of year

$141,008,498

$
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4,307,693

Permanently
Restricted
$ 2,864,146
-

Total
$ 7,171,839
141,008,498

$ 2,864,146

$148,180,337
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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, 2016:

Donor-restricted endowment funds
Board-designated endowment funds

Unrestricted
$
127,093,104

Temporarily
Restricted
$
3,232,123
-

Permanently
Restricted
$ 2,864,146
-

Endowment net assets, end of year

$ 127,093,104

$

$ 2,864,146

3,232,123

$

Total
6,096,269
127,093,104

$ 133,189,373

Changes in endowment net assets for the fiscal year ended June 30, 2017 were as follows:
Unrestricted
Endowment net assets, beginning of year

$ 127,093,104

Temporarily
Restricted
$

Permanently
Restricted

Total

3,232,123

$ 2,864,146

$ 133,189,373

Campaign gifts
Investment return
Investment income (net)
Net gains/(loss) (realized and unrealized)
Total investment return

652,104

875,491

-

1,527,595

393,284
20,703,385
21,748,773

236,076
445,518
1,557,085

-

629,360
21,148,903
23,305,858

Appropriation of endowment assets
for FY 2018

(7,161,000)

-

-

(7,161,000)

-

(369,863)

-

-

(784,031)

4,307,693

$ 2,864,146

Replacement of endowment assets
previously appropriated for expenditure
Other
Endowment net assets, end of year

111,652

(481,515)

(784,031)
$ 141,008,498
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NOTE 12 – ENDOWMENT - Continued
Changes in endowment net assets for the fiscal year ended June 30, 2016 were as follows:
Temporarily
Restricted

Unrestricted
Endowment net assets, beginning of year
Campaign gifts
Investment return
Investment income (net)
Net gains/(loss) (realized and unrealized)
Total investment return
Appropriation of endowment assets for
operations expenditure, FY 2017
Appropriation of endowment assets for
debt service payments, FY 2017
Subtotal
Replacement of endowment assets
previously appropriated for expenditure

$ 137,095,894
4,049,001
3,501,900
(10,471,691)
(2,920,790)

Total

3,523,835

$ 2,864,146

$ 143,483,875

-

-

4,049,001

-

3,713,800
(10,717,461)
(2,954,660)

211,900
(245,770)
(33,870)

(3,232,000)

-

-

(3,232,000)

(4,000,000)
(7,232,000)

-

-

(4,000,000)
(7,232,000)

150,000

(244,051)

-

(94,051)

-

(13,791)

-

(13,791)

Other
Endowment net assets, end of year

$

Permanently
Restricted

$ 127,093,104

$

3,232,123

$ 2,864,146

$ 133,189,373

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. When donor endowment deficits exist, they are classified as a reduction of
unrestricted net assets. At June 30, 2017, 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, mediumterm 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 year ended June 30, 2016 was 4% for operations and allowed additional spending for debt
service payments. Starting in fiscal year 2016, the allowable spending rate has been set at 5% to cover
operations and debt service related payments. 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 $19,657,589 and $20,201,983 to the Foundation for the fiscal years ended June 30, 2017 and
2016, 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, 2017 and 2016, $16,159,000 and $16,146,714, 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 $3,498,589 and $4,055,269, respectively, were provided directly by the County to
other providers of services to the Museum and are not reflected in the accompanying financial
statements.
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NOTE 13 – AFFILIATION WITH THE COUNTY OF LOS ANGELES - Continued
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, 2017 and 2016, the
Foundation provided $31,018,184 and $31,563,570, respectively, excluding unrealized gains and losses
on investments, representing 158% of the amounts provided by the County for 2017 and 156% for 2016.
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. Prior to 2017, the Foundation matched participant contributions up to a maximum
of 5% of each participant’s salary (as defined in the agreements). 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 $761,408 and $610,833 for the fiscal years ended June 30, 2017 and 2016,
respectively.
NOTE 15 – SUBSEQUENT EVENTS
The Foundation has performed an evaluation of subsequent events through December 13, 2017, which
is the date the financial statements were available to be issued.
On October 13, 2017, due to the pending expiration of its $25,000,000 Standby Letter of Credit that
supports its interest rate swaps, the Foundation amended its Standby Letter of Credit. Under the
amended Standby Letter of Credit, the expiration date has been extended to October 13, 2020.
On October 18, 2017, the Museum completed a tender of its outstanding variable rate demand bonds,
amended its indenture and loan agreement converting them to an index rate mode with a four year term,
and placed the bonds directly with Wells Fargo Capital Strategies, LLC, a unit of Wells Fargo &
Company. The agreement’s UNA ratio covenant requiring unrestricted net assets to indebtedness of at
least 0.95 times remains unchanged.
The Foundation is also in the process of renewing its revolving Line of Credit for another two year term.
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Combined
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 $461,845

$

Total operating revenue and support
Operating expenses
Program services
Education and exhibits
Research and collections
Total program services
Supporting services
General and administration
Operating contract with the County
Fundraising
Total supporting services

$
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6,362,893
7,601,863
574,214
7,794,789
19,657,589
3,584,930
1,964,534
878,958
1,284,282
183,793
787,928

County of Los
Angeles
$

(19,657,589)
-

Los Angeles
County Museum
of Natural
History
Foundation

Eliminations
$

16,159,000
-

$

6,362,893
7,601,863
574,214
7,794,789
16,159,000
3,584,930
1,964,534
878,958
1,284,282
183,793
787,928

50,675,773

(19,657,589)

16,159,000

47,177,184

19,588,694
12,176,348

(89,309)
(905,162)

-

19,499,385
11,271,186

31,765,042

(994,471)

-

30,770,571

6,675,237
4,036,674

(2,504,118)
(16,159,000)
-

16,159,000
-

4,171,119
4,036,674

10,711,911

$

(18,663,118)

$

16,159,000

$

8,207,793

Los Angeles County Museum of Natural History Foundation
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COMBINING STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS - CONTINUED
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Combined
Operating expenses (continued)
Other expenses
Ancillary services
Museum use and services
Recovery of allowance for doubtful pledges
Depreciation
Amortization

$

Total other expenses

$

8,644,298

Total operating expenses

Non-operating revenue, gains and losses
Interest and dividend income, net
Debt service payments
Realized and unrealized gain on investments, net
Unrealized gain on interest rate swaps
Change in value of obligations under split-interest agreement
Endowment income from operations
Total other non-operating revenue, gains and losses
Change in net assets
Net assets, beginning of the year
$
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-

Eliminations

$

-

51,121,251

Change in net assets from operations

Net assets, end of the year

513,621
51,915
8,050,861
27,901

County of Los
Angeles

Los Angeles
County Museum
of Natural
History
Foundation

(19,657,589)

-

$

513,621
51,915
8,050,861
27,901

-

8,644,298

16,159,000

47,622,662

(445,478)

-

-

(445,478)

3,497,858
(4,077,451)
18,722,206
8,568,650
5,400
(7,601,863)

-

-

3,497,858
(4,077,451)
18,722,206
8,568,650
5,400
(7,601,863)

19,114,800

-

-

19,114,800

18,669,322

-

-

18,669,322

148,723,772

-

-

148,723,772

167,393,094

$

-

$

-

$

167,393,094

