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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees of
Santa Barbara Museum of Natural History

We have audited the accompanying financial statements of the Santa Barbara Museum of Natural History
(a nonprofit organization), which comprise the statement of financial position as of December 31, 2019,
and the related statements of activities and changes in net assets, functional expenses, 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 (GAAS). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of 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 auditors’ 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 auditors consider internal control relevant to the entity’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 entity’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 Santa Barbara Museum of Natural History as of December 31, 2019, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.
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Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The supplemental schedule of unrestricted activities presented on page 28 is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information is the
responsibility of management, and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit to the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole.

Report on Summarized Comparative Information

We have previously audited Santa Barbara Museum of Natural History’s December 31, 2018, financial
statements, and we expressed an unmodified audit opinion on those audited financial statements in our
report dated June 18, 2019. In our opinion, the summarized comparative information presented herein
as of and for the year ended December 31, 2018, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Ve -
acfonlose, Lok’ ¥ Co., 24P

>4

Santa Barbara, California
February 25, 2021




SANTA BARBARA MUSEUM OF NATURAL HISTORY
STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2019

(With Comparative Totals as of December 31, 2018)

2019 2018
ASSETS
CURRENT ASSETS
Cash and cash equivalents (Note 2) $ 875,213 § 944,203
Grants and contributions receivable (Note 3) 268,475 319,755
Bequests receivable (Note 3) 589,295 159,691
Other receivables 6,633 3,692
Inventory 101,068 89,841
Prepaid expense and other assets 144,256 146,473
Total Current Assets 1,984,940 1,663,655
OTHER ASSETS
Grants and contributions receivable - long-term (Note 3) 261,338 369,421
Investments (Note 4) 43,915,789 39,214,051
Charitable gift annuities (Note 5) 104,411 106,834
Interests in charitable remainder trusts (Note 6) 3,230,685 2,935,829
Interests in perpetual trusts (Note 6) 7,692,708 6,791,225
Rental property (Note 7) 1,750,000 630,000
Property and equipment, net (Note 8) 23,084,044 21,244,609
Collections (Note 2) - -
Total Other Assets 80,038,975 71,291,969
TOTAL ASSETS $ 82,023,915 $ 72,955,624
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 460,376 $ 385,017
Accrued payroll and related expenses 375,975 315,777
Line of credit (Note 10) 400,000 -
Deferred revenue (Note 9) 420,602 295,549
Total Current Liabilities 1,656,953 996,343
OTHER LIABILITIES
Charitable gift annuities liability (Note 5) 79,248 81,178
Total Other Liabilities 79,248 81,178
Total Liabilities 1,736,201 1,077,521
NET ASSETS (Note 11)
Without Donor Restrictions 48,784,149 44,992,345
With Donor Restrictions 31,503,565 26,885,758
Total Net Assets 80,287,714 71,878,103
TOTAL LIABILITIES AND NET ASSETS $ 82,023,915 $ 72,955,624

See accompanying notes to financial statements.



SANTA BARBARA MUSEUM OF NATURAL HISTORY
STATEMENT OF ACTIVITIES & CHANGES IN NET ASSETS
FOR YEAR ENDED DECEMBER 31, 2019

(With Comparative Totals for Year Ended December 31, 2018)

All Funds
Without Donor ~ With Donor 2019 2018
Restrictions Restrictions Total Total
INCOME
Support and Revenue
Admissions $ 1,087,709 $ - $ 1,087,709 $ 729,840
Membership 480,435 - 480,435 402,821
Contributions, bequests, and grants 1,241,034 2,680,488 3,921,522 3,294,283
Net investment return 6,253,799 2,437,931 8,691,730 (2,744,274)
Education fees 194,330 - 194,330 237,900
Contracts 72,480 - 72,480 83,494
Change in value of charitable gift annuities - (4,486) (4,486) (1,231)
Change in value of charitable trusts (Note 6) - 1,196,339 1,196,339 (5650,755)
Income from perpetual trusts (Note 6) 208,570 119,709 328,279 340,042
Other income 49,156 166 49,322 152,847
Loss on retirement of assets, net (5,932) - (5,932) (13,095)
Total Support and Revenue 9,581,581 6,430,147 16,011,728 1,931,870
Revenue Centers
Retail sales 540,787 - 540,787 446,369
Less retail expenses (333,283) - (333,283) (379,098)
Special events 599,132 - 599,132 612,840
Less special events expense (335,994) - (335,994) (326,452)
Rental income 278,918 - 278,918 255,775
Less rental expenses (48,732) - (48,732) (62,783)
Total Revenue Centers 700,828 - 700,828 546,651
Total Income 10,282,409 6,430,147 16,712,556 2,478,521
Net Assets Released from Restrictions 1,812,340 (1,812,340) - -
EXPENSES
Program Expenses
Exhibit and guest services 2,848,309 - 2,848,309 2,535,936
Education 1,319,046 - 1,319,046 1,269,811
Collections and research 1,800,217 - 1,800,217 1,841,941
Total Program Expenses 5,967,572 - 5,967,572 5,647,688
Supporting Services
Management and general 1,510,176 - 1,510,176 1,254,721
Development 825,197 - 825,197 898,982
Total Supporting Services 2,335,373 - 2,335,373 2,153,703
Total Expenses 8,302,945 - 8,302,945 7,801,391
CHANGE IN NET ASSETS 3,791,804 4,617,807 8,409,611 (5,322,870)
NET ASSETS, BEGINNING OF YEAR 44,992,345 26,885,758 71,878,103 77,200,973
NET ASSETS, END OF YEAR $ 48,784,149 $ 31,503,565 $ 80,287,714 $ 71,878,103

See accompanying notes to financial statements. 4



SANTA BABRARA MUSEUM OF NATURAL HISTORY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2019

(With Comparative Totals for the Year Ended December 31, 2018)

2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 8,409,611 § (5,322,870)
Adjustments to reconcile change in net
assets to net cash used by operating activities:

Depreciation 1,309,564 1,053,423
Realized and unrealized (gain)/loss on investments (8,032,714) 3,411,435
Loss on retirement of assets, net 5,932 13,095
Donated stock (284,284) (14,266)
Change in value of charitable gift annuities 2,423 1,231
Change in value of charitable trusts (1,196,339) 550,755
Contributions restricted for long-term investment (1,957,116) (1,523,670)
Contributions of charitiable gift annuities - (108,065)
Changes in
Grants and contributions receivable 159,363 120,261
Bequests receivable (429,604) 1,650,081
Other receivables (2,941) 68,841
Inventory (11,227) (2,777)
Prepaid expense and other assets 2,217 37,726
Accounts payable and accrued expenses (245,126) (750,989)
Accrued payroll and related expenses 60,198 9,693
Deferred revenue 125,053 26,403
Charitable gift annuities liability (1,930) 81,178
NET CASH USED BY OPERATING ACTIVITIES (2,086,920) (698,515)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment (2,834,445) (5,778,431)
Purchase of investments (40,550,245) (24,398,980)
Proceeds from sale of investments 43,045,504 29,345,918
NET CASH USED BY INVESTING ACTIVITIES (339,186) (831,493)

CASH FLOWS FROM FINANCING ACTIVITIES

Contributions restricted for long-term investment 1,957,116 1,523,670

Proceeds from line of credit 400,000 -
NET CASH PROVIDED BY FINANCING ACTIVITIES 2,357,116 1,523,670
NET DECREASE IN CASH (68,990) (6,338)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 944,203 950,541
CASH AND CASH EQUIVALENTS, END OF YEAF $ 875,213 $ 944,203

See accompanying notes to financial statements. 5



SANTA BARBARA MUSEUM OF NATURAL HISTORY
STATEMENT OF FUNCTIONAL EXPENSES
DECEMBER 31, 2019

(With Comparative Totals as of December 31, 2018)

Program Services Supporting Services
Exhibit & Collections & Management & Total Total
Guest Services Store Expenses Education Research General Development 2019 2018
Salaries, benefits, & pensions $ 1,262,583 $ 57,246 $ 924510 $ 1,106,256 $ 661,319 § 691,147 $ 4,703,061 $ 4,590,965
Payroll taxes 82,038 4,346 61,642 71,733 33,343 46,150 299,252 293,585
Acquisitions - - - 25,345 - - 25,345 83,303
Advertising 91,589 - 24,417 14,147 7,348 27,728 165,229 182,471
Depreciation 618,660 - 83,529 79,271 521,818 6,286 1,309,564 1,053,423
Equipment 28,428 - 10,081 16,540 21,549 4,924 81,522 91,566
Grants - - - 105,293 - - 105,293 91,081
Insurance 65,900 1,406 12,692 49,390 34,466 14,033 177,887 126,543
Miscellaneous 1,619 68 238 1,244 710 1,538 5,417 13,608
Printing 48,611 82 14,702 23,685 5,131 25,556 117,767 95,086
Postage & shipping 37,941 - 1,451 1,395 601 10,677 52,065 50,598
Purchases - 228,285 - - - - 228,285 217,470
Property taxes - - - - 12,733 - 12,733 18,942
Rentals 115,112 - 2,698 6,960 36,519 908 162,197 100,826
Repairs & maintenance 84,193 - 17,832 54,258 50,345 7,099 213,727 119,178
Services 149,521 28,188 47,400 62,975 111,312 144,835 544,231 613,703
Supplies 112,141 9,980 69,580 88,515 36,874 155,042 472,132 514,193
Transportation & travel 10,734 3,119 21,715 18,557 4,553 10,967 69,645 66,178
Utilities 139,239 563 26,559 74,653 20,287 14,300 275,601 247,005
Total Expenses by Function 2,848,309 333,283 1,319,046 1,800,217 1,558,908 1,161,190 9,020,953 8,569,724
Less expenses included with revenues
on the statement of activities
Retail cost of goods sold - (333,283) - - - - (333,283) (379,098)
Cost of direct benefit to donors - - - - - (335,993) (335,993) (326,452)
Rental expenses - - - - (48,732) - (48,732) (62,783)
Total included in expense section of
Statement of Activities $ 2,848,309 $ - $ 1,319,046 $ 1,800,217 $ 1,510,176 $ 825,197 $ 8,302,945
Total Year Ended December 31, 2018 $ 2,535,936 $ - $ 1,269,811 $ 1,841,941 $ 1254721 $ 898,982 $ 7,801,391

See accompanying notes to financial statements. 6



SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 1

NOTE 2

ORGANIZATIONAL DATA

Founded in 1916, the Santa Barbara Museum of Natural History opened its doors in 1923 at its
beautiful Mission Canyon property. From its inception, the Museum has served as a trusted
repository of the natural and cultural heritage of the California Coastal region. Now over one
hundred years old, the institution continues to provide compelling science and nature education to
generations of Santa Barbara residents and visitors through its exhibits, programs, youth camps,
collecting, and research projects. In 1987 the Museum opened a second campus - its Sea Center -
focused on marine science and education on Stearns Wharf, thereby bookending the story of the
Mission Creek watershed.

There are many things that make the Museum special - even among other natural history museums
- the unique setting in 17 acres of woodland along Mission Creek where school groups and families
can explore nature first hand; eleven galleries dedicated to the various natural sciences housed in
historic Spanish Revival architecture that creates an intimate, welcoming visitor experience; and the
access visitors have to our world-renowned curators and their collections of over 3.5 million natural
and cultural artifacts.

The Museum is a place where the community gathers to explore and to celebrate the wonders of
nature. As an institution, it is a community leader in the effort to reconnect the populace -
especially children — with the natural world, thereby helping to combat “nature deficit disorder.”
This term, coined by Richard Louv, describes the alarming and growing phenomenon in which
children spend less time outdoors than previous generations did, losing the benefits that exposure
to nature provides. This disconnection can result in increased health/behavioral issues, mental
health problems, decreased understanding of biodiversity and natural systems, and a diminished
capacity for environmental stewardship. Through the Museum'’s leadership on this issue and its
deliberate efforts to provide high-quality programs aligned with educational standards, the Santa
Barbara Museum of Natural History stands as a model for educational institutions and a catalyst for
change in our community.

The Museum’s educational programs promote scientific literacy and instill a passion for nature and
a commitment to learning. These rich educational experiences are provided to over 14,500 school
children as well as to 200,000 visitors - mostly families with children - who visit each year. The
Museum does this at its two locations: Mission Canyon Campus at 2559 Puesta del Sol in Santa
Barbara, California and Sea Center located at 211 Stearns Wharf in Santa Barbara, California.

Gate attendance at the Mission Canyon Campus in 2019 was 120,992. In addition, 24,793 children
and adults attended educational programs, 17,671 attended community related events, 7,760 came
as volunteers and 744 came specifically for research or professional symposia, for a total attendance
at the Mission Canyon campus of 171,960.

Gate attendance at the Sea Center in 2019 was 93,361. In addition, 6,485 children and adults
attended educational programs, 650 attended community related events, and 5,030 came as
volunteers, for a total attendance at the Sea Center campus of 105,526.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Net Assets
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-

imposed restrictions. Accordingly, net assets and changes therein are classified and reported either
as Net Assets Without Donor Restrictions or Net Assets with Donor Restrictions.




SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets (Continued)

Net Assets With Donor Restrictions are net assets subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the passage
of time or other events specified by the donor. Other donor-imposed restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity.

Gifts of long-lived assets and gifts of cash restricted for the acquisition of long-lived assets are
recognized as revenue when the assets are placed in service. Donor-imposed restrictions are
released when a restriction expires, that is, when the stipulated time has elapsed, when the
stipulated purpose for which the resource was restricted has been fulfilled, or both.

Cash, Cash Equivalents, and Restricted Cash

All cash and highly liquid financial instruments with original maturities of three months or less,
which are neither held for nor restricted by donors for long-term purposes are considered to be
cash and cash equivalents. Cash and highly liquid financial instruments restricted to master
planning, endowments that are perpetual in nature, or other long-term purposes are excluded from
this definition.

Investments

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

Investment Draw

The Draw consists of amounts designated by the Trustees based upon the spending policy to be
drawn from quasi endowment and other funds to be used and expended for operations. (See Note
12, ‘Endowment,” under the section ‘Spending Policy and How the Investment Objectives Relate to
Spending Policy.))

Grants, Contributions, and Bequests Receivable

Unconditional pledges to give are reported as assets and as revenues or gains in the period in
which the pledge is received. Conditional promises to give are recognized when the conditions on
which they depend are substantially met. An allowance for uncollectible pledges to give is
determined based on an analysis of historical experience, an assessment of economic conditions
and a review of subsequent conditions. Bequests receivable are recorded at the time an
unassignable right to the gift has been established and the proceeds are measurable in amount.
Management believes these amounts will be fully collected and therefore no provision for
uncollectible grants, contributions, and bequests receivable has been made. (See Note 3, Grants,
Contributions, and Bequests Receivable.)

Inventory

Inventory consists of goods held for sale in the Museum stores and is carried at the lower of cost
(first-in, first-out method) or net realizable value.




SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property and Equipment

Property, building, equipment, and improvements over $5,000 are recorded at cost, or if donated,
at estimated fair value at date of donation. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets ranging from 3 to 40 years.

Collections

In conformity with the practice followed by museums, collection objects purchased or donated are
not included in the accompanying statement of financial position. The Museum is continually
developing its collections, which currently include more than three million specimens, artifacts,
other cultural objects, books, and manuscripts. These holdings are used by Museum scientists and a
worldwide network of researchers from a variety of disciplines. Their usage forms the basis of
published findings, as well as programs in education and Museum exhibitions. The collection is
kept under curatorial care including conservation practices and is subject to the Museum'’s policy
that requires proceeds from the sale of collection items to be used only for acquisition of additional
collections. The Museum does not recognize as a contribution any income from donated collection
items, as its collections are not capitalized.

Financial Instruments and Credit Risk

The Museum manages deposit concentration risk by placing cash and money market accounts with
financial institutions believed by us to be creditworthy. At times, amounts on deposit may exceed
insured limits or include uninsured investments in money market mutual funds. To date, we have
not experienced losses in any of these accounts. Credit risk associated with accounts receivable and
promises to give is considered to be limited due to high historical collection rates and because
substantial portions of the outstanding amounts are due from community members and
foundations supportive of the Museum'’s mission. Investments are made by a variety of investment
managers whose performance is monitored by the Museum, its investment consultant, and the
investment committee of the Board of Trustees. Although the fair values of investments are subject
to fluctuation on a year-to-year basis, management and the investment committee believe that the
investment policies and guidelines are prudent for the long-term welfare of the organization.

Revenue and Revenue Recognition

Exchange Transactions — Revenue is recognized when earned. Specifically, store sales are
recognized at the time of purchase. Membership dues, which are nonrefundable, are comprised of
an exchange element based on the benefits received, and a contribution element for the
difference. The exchange portion of membership dues are recognized over the membership period,
and the contribution portion immediately.

Contributions — Contributions are recognized when cash, securities or other assets, an
unconditional promise to give, or notification of a beneficial interest is received. Conditional
promises to give are not recognized until the conditions on which they depend have been
substantially met. Bequests are recorded at their estimated fair value when all events required for
the transfer of the asset from the estate of the donor to the Museum have occurred and/or a court
has issued an order to transfer the assets.




SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue and Revenue Recognition (Continued)

Contributed Services - Over 900 volunteers donated over 38,000 hours of their time in 2019 to the
Museum as docents, interpreters, research associates, interns, board members and in auxiliary
organizations. This volunteer time is critical to the success of the Museum. However, as this
volunteer service does not meet the recognition requirements prescribed by generally accepted
accounting principles, no amount has been recorded in these financial statements for these
services. Contributed goods are recorded at fair value at the date of donation. We record donated
professional services at the respective fair values of the services received. No significant
contributions of such goods or services were received during the year ended December 31, 2019.

Functional Allocation of Expenses

The cost of providing program activities and supporting services is summarized on a functional
basis in the statement of functional expenses. The statement of functional expenses presents the
natural classification detail of expenses by function. Expenses that can be identified with a specific
program or support service are charged directly to that program or support service. Expenses that
are attributed to more than one program or supporting function require allocation on a reasonable
basis that is consistently applied. The expenses allocated include salaries, benefits, payroll taxes,
occupancy, information technology, insurance, and depreciation. Information technology is
allocated based upon the number of staff positions. Marketing expenses are allocated based upon
estimated efforts and benefit to each division. Depreciation, insurance, and occupancy are
allocated based upon square footage. All other costs are charged directly to the appropriate
functional category.

Advertising

Advertising costs are expensed as incurred, and approximately $165,000 and $182,000 for the years
ending December 31, 2019 and 2018, respectively.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires us to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates, and
those differences could be material.
Significant estimates reflected in the Museum'’s financial statements include:

* The determination of the fair value of investments (including alternative investments)

* The net present value of interests in trust

= Allocation of certain expenses by function

Other estimates used in preparing these financial statements include:
= Reserve for uncollectible contributions and grants receivable
= Original cost of assets acquired before 1979

= Depreciable lives of buildings, equipment, and improvements

It is reasonably possible that these estimates will change within the next year.

10



SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 2

NOTE 3

NOTE 4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes

The Museum is a California nonprofit corporation and has been recognized by the Internal Revenue
Service (IRS) as exempt from federal income taxes (under Internal Revenue Code (IRC) Section
501(a) as an organization described in IRC Section 501(c)(3)) and by the Franchise Tax Board as
exempt from state income taxes (under Section 23701d of the California Revenue and Taxation
Code). The Museum qualifies for the charitable contribution deduction and has been determined
not to be a private foundation. The Museum is required to annually file a Return of Organization
Exempt from Income Tax (Form 990) with the IRS. In addition, the Museum is subject to tax on
income that is derived from business activities that are unrelated to its exempt purpose.
Management has determined the Museum is not subject to unrelated business income tax and has
not filed an Exempt Organization Business Income Tax Return (Form 990-T) with the IRS. The
Museum'’s tax filings are subject to examination by the IRS, generally for three years after they are
filed and California, generally for four years. The Museum is not aware of any activities that would
jeopardize its tax-exempt status.

Comparative Information

The accompanying financial statements include certain prior year summarized comparative
information in total but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in the United
States of America (GAAP). Accordingly, such information should be read in conjunction with the
audited financial statements for the year ended December 31, 2018 from which the summarized
information was derived.

Reclassifications

Certain items in the 2018 comparative totals were reclassified in order to conform to the 2019
presentation.

GRANTS, CONTRIBUTIONS, AND BEQUESTS RECEIVABLE
Grants and contributions receivable represent unconditional promises to give by individuals,

foundations, and government agencies. Bequests receivable represent unconditional promises
from estates. Grants, contributions, and bequests receivable come due as follows:

In less than one year $ 857,770
In one to five years 261,338
$ 1,119,108

FAIR VALUE

Certain assets and liabilities are reported at fair value. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction in the principal, or most
advantageous, market at the measurement date under current market conditions regardless of
whether that price is directly observable or estimated using another valuation technique. Inputs
used to determine fair value refer broadly to the assumptions that market participants would use in
pricing the asset or liability, including assumptions about risk. Inputs may be observable or
unobservable.

11



SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 4

FAIR VALUE (Continued)

Observable inputs are inputs that reflect the assumptions market participants would use in pricing
the asset or liability based on market data obtained from sources independent of the reporting
entity. Unobservable inputs are inputs that reflect the reporting entity’s own assumptions about
the assumptions market participants would use in pricing the asset or liability based on the best
information available. A three-tier hierarchy categorizes the inputs as follows:

Level 7 - Quoted prices (unadjusted) for identical assets or liabilities in active markets that the
Museum can access at the measurement date.

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

Level 3 - Unobservable inputs for the assets or liabilities. In these situations, the Museum develops
inputs using the best information available in the circumstances.

In some cases, the inputs used to measure the fair value of an asset or a liability might be
categorized within different levels of the fair value hierarchy. In those cases, the fair value
measurement is categorized in its entirety in the same level of the fair value hierarchy as the lowest
level input that is significant to the entire measurement. Assessing the significance of a particular
input to entire measurement requires judgment, taking into account factors specific to the asset or
liability. The categorization of an asset within the hierarchy is based upon the pricing transparency
of the asset and does not necessarily correspond to our assessment of the quality, risk, or liquidity
profile of the asset or liability.

A significant portion of the Museum investment assets are classified within Level 1 as they are
comprised of common stock, exchange traded funds and open-ended mutual funds, with readily
determinable fair values based on daily redemption values.

The Museum uses net asset value (NAV) per share, or its equivalent, such as member units or an
ownership interest in partners’ capital, as a practical expedient to estimate the fair values of certain
hedge funds, private equity funds, funds of funds, and limited partnerships, which do not have
readily determinable fair values. Investments that are measured at fair value using NAV per share as
a practical expedient are not classified in the fair value hierarchy.

Charitable gift annuities are valued as described in Note 5. Perpetual income interest in trusts and
charitable remainder trusts are valued as described in Note 6.

Real estate is valued based on appraised value or value in a bona fide offer on the interest. In 2019,
the Museum'’s properties were appraised, and the value increased accordingly.

The following table presents assets and liabilities measured at fair value on a recurring basis, except
those measured at cost or by using NAV per share as a practical expedient as identified in the
following, at December 31, 2019:
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SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 4 FAIR VALUE (Continued)

Investments
Measured at
Total Level 1 Level 2 Level 3 NAV
Investments
Cash and money market
funds (at cost) $ 1,108,415 $ 1,108,415 - - -
Domestic equities 12,794,197 12,794,197 - - -
International equities 10,099,223 10,099,223 - - -
Domestic fixed income
securities* 5,910,901 5,910,901 - - -
Global fixed income 2,532,719 2,532,719 - - -
Real assets 2,063,197 2,063,197 - - -
Real estate 300,000 - - 300,000 -
Rental property 1,750,000 1,750,000 -
High yield fixed income 1,949,124 - - - 1,949,124
Private equity 2,803,126 - - - 2,803,126
Hedge funds 4,354,887 - - - 4,354,887
Total Investments 45,665,789 34,508,652 - 2,050,000 9,107,137
Charitable gift annuities 104,411 104,411 - - -
Beneficial interests in
Charitable trusts held
by others 3,230,685 - 497,741 2,732,944 -
Perpetual trusts 7,692,708 - - 7,692,708 -
Total Beneficial interest 10,923,393 - 497,741 10,425,652 -
Total Assets measured at
fair value $ 56,693,593 $ 34,613,063 $ 497,741 $12,475652 S 9,107,137
Annuities payable
Measured at fair value $ 79,248 $ - $ -8 79,248  $ -

*$3,850,000 of total fixed income securities is securitized for a line of credit (see Note 11).

The following is a reconciliation of the beginning and ending balance of assets measured at fair
value on a recurring basis using significant unobservable inputs (Level 3) for the year ended
December 31, 2019:

Beginning Investment  Purchasesand Sales and Ending

Balance Return, Net Issuances  Distributions Balance
Real estate $ 37500 $ 250500 $ 12000 $ - $ 300,000
Rental property 630,000 1,120,000 - - 1,750,000
Charitable trusts 2,489,642 243,302 - - 2,732,944
Perpetual trusts 6,791,225 901,483 - - 7,692,708

Total December 31,2019 § 9,948,367 S 2515285 $ 12,000 $

$12,475,652

Investment return, net, consists of the total change in unrealized gain included in the changes in net
assets relating to Level lll investments still held at December 31, 2019.
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SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 4 FAIR VALUE (Continued)

Investments in certain entities that are measured at fair value using NAV per share as a practical
expedient are as follows for the year ended December 31, 2019:

Number of Unfunded Redemption Redemption

Investment Investments Fair Value Commitments Frequency Notice Period

High yield

fixed income 1 $ 1,949,124 - Quarterly 60 days
Non-

Private equity 10 $ 2803124 $ 4,392,264 redeemable -
Monthly,

Hedge funds 4 $ 4,354,887 - Quarterly 45 - 60 days

The following table presents assets and liabilities measured at fair value on a recurring basis, except
those measured at cost or by using NAV per share as a practical expedient as identified in the
following, at December 31, 2018:

Investments
Measured at
Total Level 1 Level 2 Level 3 NAV
Investments
Cash and money market
funds (at cost) $ 1,304,289 $ 1,304,289 - - -
Domestic equities 11,772,282 11,772,282 - - -
International equities 5,993,165 5,993,165 - - -
Domestic fixed income
securities* 4,818,908 4,818,908 - - -
Global fixed income 5,260,905 5,260,905 - - -
Real assets 1,750,161 1,087,634 662,527 - -
Real estate 37,500 - - 37,500 -
Rental property 630,000 - - 630,000 -
High yield fixed income 1,784,587 - - - 1,784,587
Private equity 2,561,368 - - - 2,561,368
Hedge funds 3,930,886 - - - 3,930,886
Total Investments 39,844,051 30,237,183 662,527 667,500 8,276,841
Charitable gift annuities 106,834 106,834 - - -
Beneficial interests in
Charitable trusts held
by others 2,935,829 - 446,187 2,489,642 -
Perpetual trusts 6,791,225 - - 6,791,225 -
Total Beneficial interest 9,727,054 - 446,187 9,280,867 -
Total Assets measured at
fair value $ 49,677,939 $ 30,344,017 $1,108,714 $ 9,948,367 $ 8,276,841
Annuities payable
Measured at fair value $ 81,178 $ - $ -8 81,178 $ -

*$3,850,000 of total fixed income securities is securitized for a line of credit (see Note 11).
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SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 4

FAIR VALUE (Continued)

The following is a reconciliation of the beginning and ending balance of assets measured at fair
value on a recurring basis using significant unobservable inputs (Level 3) for the year ended
December 31, 2018:

Beginning Investment  Purchasesand Sales and Ending

Balance Return, Net Issuances  Distributions Balance
Real Assets $ -5 - S 37500 $ - $ 37500
Rental property 630,000 - - - 630,000
Charitable trusts 2,262,413 227,229 - - 2,489,642
Perpetual trusts 7,482,732 (691,507) - - _ 6,791,225

Total December 31,2018 $ 10,375,145 S (464278) S 37,500 S $ 9,948,367

Investment return, net, consists of the total change in unrealized gain included in the changes in net
assets relating to Level lll investments still held at December 31, 2018.

Investments in certain entities that are measured at fair value using NAV per share as a practical
expedient are as follows for the year ended December 31, 2018:

Number of Unfunded Redemption Redemption

Investment Investments Fair Value Commitments Frequency Notice Period

High yield

fixed income 1 $ 1,784,587 - Quarterly 60 days
Non-

Private equity 9 $ 2,561,368 $ 4,945,753 redeemable -
Monthly,
Quarterly,

Hedge funds 5 $ 3,930,886 - Semi-annual 45 -90 days

High yield fixed income — Fund focused on multi-asset class, diversified portfolio of primarily below-
investment grade debt securities. Fund does not utilize leverage or engage in short selling or invest
in derivatives.

Private equity — includes nine broadly diversified private equity partnerships with varying allocations
to buyouts, distressed and turnaround opportunities, venture capital, and sector-focused funds.
Holdings are invested in diversified portfolios of investment partnerships, each of which has a
defined term, typically ten to fourteen years, with no right to withdraw prior to termination of the
investment partnership. Funds are called as needed by managers and distributions are received
through liquidation of the underlying assets of the fund.

Hedge Funds - Long/short and multi strategy hedge Funds that can invest long and short, primarily
in common stocks. Fund managers may invest in value, growth, or event-driven equity
opportunities and typically are not restricted by market capitalization, industry sector, or
geography. Leverage may be utilized, which can magnify changes in the values of the underlying
securities.
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SANTA BARBARA MUSEUM OF NATURAL HISTORY
NOTES TO FINANCIAL STATEMENTS

NOTE 5

NOTE 6

CHARITABLE GIFT ANNUITIES

The Museum established a charitable gift annuity program in 2019 in which donors make
irrevocable gifts to the Museum and receive an annuity payment for their lifetime, their named
beneficiary’s lifetime, or jointly. The payments to the individuals are based on rates suggested by
the American Council on Gift Annuities, and the lifetime annuity obligations are determined by
Union Bank using the Annuity 2012 M&F table with an assumed rate of interest of 4% at December
31, 2019. The differences between the fair value of the assets transferred by the donor and the
lifetime annuity obligation (that is the gift portions) are recognized as contributions received. The
obligation to make payments to the annuitants is a general liability of the Museum. The gift
portions of the charitable gift annuities can be used immediately for the purposes specified by the
donors, but it is the Museum’s policy to invest the assets transferred by the donor until the
termination of the agreements. Under the counsel of Union Bank, the Museum is in compliance
with the State of California’s reserve requirements and limitations on investments.

INTERESTS IN TRUSTS

The Museum has been named as an irrevocable beneficiary of three perpetual trusts and several
charitable remainder trusts.

Perpetual Income Interest in Trusts

The Museum is the permanent income beneficiary of several perpetual trusts. The Museum does
not have possession or control of the trusts or their assets. Distribution of income is
nondiscretionary and totaled $328,279 and $340,042 for the years ended December 31, 2019 and
2018, respectively. The Museum'’s initial interest in a perpetual trust is recorded as a contribution
and as an asset at the fair value of the trust interest. As the Museum is the beneficiary of a stream of
income into perpetuity, the fair value of its interest in the trust is recorded as a permanently
restricted asset. Any increase or decrease in the value of the asset is recorded as a change in value
of charitable trusts. The Museum believes that the market value as reported by the trustee is a
good approximation of the fair value of the Museum'’s interest in the trusts.

The Museum'’s interest in these perpetual trusts, classified as permanently restricted net assets,
totaled $7,692,708 and $6,791,225 for the years ended December 31,2019 and 2018, respectively.

Charitable Remainder Trusts

Charitable remainder trust agreements in which the Museum has been named irrevocably as a
remainder beneficiary are recorded on the books of the Museum. Since the Museum is not the
trustee for any of the trusts, all trusts are recorded as a contribution and an asset equivalent to the
present value of the trust assets and estimated future income net of the present value of estimated
future payouts to the income beneficiaries. Any change in subsequent years in the present value of
the estimated future benefits to be received when the trust assets will be distributed is recorded in
the Statement of Activities as a change in the value of charitable trusts.

Charitable remainder trust agreements are classified as temporarily restricted net assets unless the
donor has permanently restricted the Museum’s use of its interest in the asset. The assets are
recorded at approximate fair market value based upon the most recent tax return filed by the trust
that is available to the Museum or current values provided by the trustee to the Museum. The
present value of the estimated future value to be received by the Museum is calculated using the
IRS annuity tables and a discount rate based on the Museum's historic risk-free rate of return. The
discount rate used in 2019 was 3%.

The Museum’s interest in these charitable remainder trusts, classified as temporarily restricted net
assets, totaled $3,230,685 and 2,935,829 for the years ended December 31, 2019 and 2018,
respectively.
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NOTE 7

NOTE 8

NOTE 9

NOTE 10

RENTAL PROPERTY

The Museum owns donated land, in Goleta, California, which it leases to a convalescent hospital.
The lease term is seventy-five years and expires in the year 2042. The current monthly rent is $6,625.
Monthly rent amounts are adjusted by cost of living increases every five years. The rent received in
2019 and 2018 was $79,494 and $79,039, respectively. Originally valued at $630,000, in 2019, the
property was appraised at $1,900,000 and sold in 2020 for $1,850,000 (See Note 20, Subsequent
Events).

The Museum also owns several residential units and one small office building, which are leased on a
month-to-month basis, whose values are included in Property and Equipment.

PROPERTY AND EQUIPMENT

The cost of land, buildings, improvements, and equipment, net of accumulated depreciation, are as
follows at December 31, 2019:

2019 2018
Land and Improvements S 314388 $ 314,388
Buildings and Improvements 30,260,973 29,894,311
Furniture and Equipment 2,816,990 2,570,113
Construction in Progress - Master Plan 2,613,835 148,380
Total Cost 36,006,186 32,927,192
Total Accumulated Depreciation (12,922,142) (11,682,583)
Property and Equipment, net S 23,084,044 S 21,244,609
Depreciation Expense $ 1,309,564 $ 1,053,423

The Sea Center is located on Stearns Wharf in Santa Barbara, California. While the Museum
constructed the building and related improvements, it leases the wharf space from the City of Santa
Barbara.

Five residential units and one office building are included in the above listing of land and buildings.
These spaces are leased out to others. The initial lease terms are for one year and then they become
month to month. Total rent received on these properties in 2019 and 2018 totaled $155,000 and
$137,000, respectively. Minimum lease payments to be received in 2020 are $41,742.

DEFERRED REVENUE

Deferred revenue is a result of membership income. The Museum offers one-year and two-year
memberships for sale. The portion of membership dues that represents an economic benefit
received by the member is recognized as income as it is earned. The portion of membership dues
that represents a contribution is recognized as income when received.

LINE OF CREDIT AND LETTER OF CREDIT
Line of Credit for Master Plan

The Museum has a line of credit with Union Bank to provide liquidity in case of unpredictable
Master Plan cash flows. The total line available is $2,500,000 and is secured by investments of at
least $3,850,000 in a segregated account. The line of credit agreement expires on June 30, 2021.
The loan rate is an adjustable interest rate of LIBOR plus 1.5%. The line of credit was drawn on
during 2019 