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EideBailly.

CPAs & BUSINESS ADVISORS

Independent Auditor’s Report

To the Board of Trustees
Riverside Art Museum
Riverside, California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Riverside Art Museum (RAM), which comprise the
statement of financial position as of August 31, 2024, and the related statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of RAM as of August 31, 2024, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities of the Audit of the Financial Statements section of our report. We are required to be
independent of RAM and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about RAM’s ability to continue as a
going concern for one year after the date that the financial statements are available to be issued.
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Auditor’s Responsibilities of the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about RAM’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

éfb/&a@ FrA

Rancho Cucamonga, California
April 8, 2025



Riverside Art Museum
Statement of Financial Position
August 31, 2024

Assets
Current assets
Cash and cash equivalents S 2,975,311
Restricted cash and cash equivalents 84,599
Investments 1,251,252
Promises to give 115,011
Grants receivable 145,000
Other receivables 87,640
Prepaid expenses 82,997
Inventory 14,448
Total current assets 4,756,258
Noncurrent assets
Promises to give, net 22,401
Grant receivable, net 43,650
Restricted investments 231,305
Operating lease right of use asset 49,792
Property and equipment, net 876,187
Total noncurrent assets 1,223,335
Total assets S 5,979,593

Liabilities and net assets

Current liabilities

Accounts payable and accrued liabilities S 202,000
Accrued payroll 180,419
Deposits 31,026
Current portion of operating lease liability 14,501
Deferred revenue 70,554
Total current liabilities 498,500
Noncurrent liabilities
Operating lease liability, net of current portion 33,592
Total liabilities 532,092
Net assets
Without donor restrictions 3,021,799
With donor restrictions 2,425,702
Total net assets 5,447,501
Total liabilities and net assets S 5,979,593

See Notes to Financial Statements 3



Riverside Art Museum
Statement of Activities
Year Ended August 31, 2024

Without Donor With Donor
Restrictions Restrictions Total
Revenue, support, and gains
Contributions S 617,610 S 39,400 S 657,010
Grants 221,366 1,204,400 1,425,766
Admissions 586,433 - 586,433
Membership dues 129,171 - 129,171
Education services 737,606 - 737,606
Art sales 15,555 - 15,555
Museum stores S 227,606
Less: cost of goods sold (79,261) 148,345 - 148,345
Rental income 208,789
Less: rental activity (250,306) (41,517) - (41,517)
Special events revenue 28,028
Less: cost of direct benefit to donors (21,673) 6,355 - 6,355
Exhibit income 114,968 - 114,968
City management fee 833,333 - 833,333
City appropriations for expenses 130,000 - 130,000
Miscellaneous income 70 - 70
Net investment return 256,529 96,627 353,156
Net assets released from restrictions 856,525 (856,525) -
Total revenue, support, and gains 4,612,349 483,902 5,096,251
Expenses
Program services
Exhibitions, curatorial, and collections 2,365,802 - 2,365,802
Education services 657,626 - 657,626
Community outreach 426,530 - 426,530
Museum stores 156,474 - 156,474
Total program services 3,606,432 - 3,606,432
Supporting services
Fundraising 308,129 - 308,129
Membership development 13,516 - 13,516
Management and general 994,625 - 994,625
Total supporting services 1,316,270 - 1,316,270
Total expenses 4,922,702 - 4,922,702
Change in net assets (310,353) 483,902 173,549
Net assets, beginning of year 3,332,152 1,941,800 5,273,952
Net assets, end of year S 3,021,799 S 2,425,702 S 5,447,501

See Notes to Financial Statements 4



Riverside Art Museum
Statement of Functional Expenses
Year Ended August 31, 2024

Expenses
Salaries, related taxes, and
employee benefits
Advertising and promotion
Artist payments
Bank charges
City facilities maintenance fee
Conferences, receptions and meetings
Contract services
Cost of direct benefits to donors
Cost of goods sold
Delivery and freight
Depreciation
Dues and subscription
Exhibit tour fees
Insurance
Interest expense
Miscellaneous expense
Operating lease and short term rentals
Postage
Printing
Professional fees
Rental activity
Rental - equipment
Repairs and maintenance
Security
Small equipment
Supplies
Travel, meals, and entertainment
Utilities and telephone

Total functional expenses

Less expenses included with revenues
on the statement of activities
Cost of direct benefits to donors
Cost of goods sold
Rental activity

Total expenses included in

the expense section on the
statement of activities

See Notes to Financial Statements

Program Services

Exhibitions, Total

Curatorial, Education Community Museum Program

and Collections Services Outreach Stores Services
S 903,023 $ 458,736 S 238,387 § 80,212 $ 1,680,358
121,798 5,011 35,594 803 163,206
82,041 11,674 88,307 39,181 221,203
38,092 7,902 1,869 14,308 62,171
145,720 - - - 145,720
17,688 398 1,227 - 19,313
104,682 8,210 13,784 807 127,483
- - - 79,261 79,261
59,438 59 - - 59,497
74,999 14,501 - 2,266 91,766
43,937 12,484 430 2,281 59,132
7,500 - - 1,650 9,150
44,984 14,295 1,032 3,576 63,887
2,104 13,292 4,358 16 19,770
9,792 1,438 - 281 11,511
1,366 259 157 64 1,846
43,898 2,236 3,799 135 50,068
100,918 - - - 100,918
4,656 - 16,106 - 20,762
105,166 17,594 - 3,018 125,778
198,174 17,146 2,500 3,102 220,922
7,385 1,422 - 205 9,012
29,860 55,581 9,604 2,018 97,063
4,407 656 9,376 41 14,480
214,174 14,732 - 2,510 231,416
2,365,802 657,626 426,530 235,735 3,685,693
- - - (79,261) (79,261)
$ 2365802 S 657,626 S 426,530 $ 156,474 S 3,606,432




Riverside Art Museum
Statement of Functional Expenses, continued
Year Ended August 31, 2024

Supporting Services

Cost of Direct Total
Benefits Membership Management Supporting Total
Fundraising to Donors Development and General Services Expenses
Expenses
Salaries, related taxes, and
employee benefits S 221,057 S - S - S 612,035 S 833,092 S 2,513,450
Advertising and promotion 2,455 - 3,007 31,249 36,711 199,917
Artist payments 1,942 - - 7,684 9,626 230,829
Bank charges 8,031 - 6,013 4,484 18,528 80,699
City facilities maintenance fee - - - - - 145,720
Conferences and receptions and meeting 6,051 - - 7,021 13,072 32,385
Contract services 24,988 - - 51,305 76,293 203,776
Cost of direct benefits to donors - 21,673 - - 21,673 21,673
Cost of goods sold - - - - - 79,261
Delivery and freight 86 - - 484 570 60,067
Depreciation 2,493 - - 3,965 6,458 98,224
Dues and subscription 12,686 - 546 23,509 36,741 95,873
Exhibit tour fees - - - - - 9,150
Insurance 1,040 - - 11,383 12,423 76,310
Interest expense - - - 1,839 1,839 1,839
Miscellaneous expense 142 - 3,000 8,337 11,479 31,249
Operating lease and short term rentals 540 - - 814 1,354 12,865
Postage 5,103 - - 694 5,797 7,643
Printing 7,617 - 913 1,442 9,972 60,040
Professional fees - - - 158,725 158,725 259,643
Rental activity - - - 250,306 250,306 250,306
Rental - equipment 384 - - 1,101 1,485 22,247
Repairs and maintenance 1,949 - - 29,315 31,264 157,042
Security 1,417 - - 8,616 10,033 230,955
Small equipment - - - 6,802 6,802 15,814
Supplies 2,043 - 37 11,330 13,410 110,473
Travel, meals, and entertainment 5,647 - - 3,473 9,120 23,600
Utilities and telephone 2,458 - - 9,018 11,476 242,892
Total functional expenses 308,129 21,673 13,516 1,244,931 1,588,249 5,273,942
Less expenses included with revenues
on the statement of activities
Cost of direct benefits to donors - (21,673) - - (21,673) (21,673)
Cost of goods sold - - - - - (79,261)
Rental activity - - - (250,306) (250,306) (250,306)
Total expenses included in
the expense section on the
statement of activities S 308,129 S - S 13,516 S 994,625 $ 1,316,270 S 4,922,702

See Notes to Financial Statements 6



Riverside Art Museum
Statement of Cash Flows
Year Ended August 31, 2024

Reconciliation of Change in Net Assets to Net Cash

from Operating Activities
Change in net assets

Adjustments to reconcile change in net assets

to net cash from operating activities

Net realized and unrealized (gain) on investments

Depreciation
Changes in operating assets and liabilities
Promises to give
Grants receivable
Other receivables
Prepaid expenses
Inventory
Operating lease assets and liabilities
Accounts payable and accrued liabilities
Accrued payroll
Deposits
Deferred revenue

Net cash from operating activities

Investing activities
Purchase of investments
Proceeds from sales of investments

Net cash used for investing activities

Financing activities
Draws on line of credit
Payments under line of credit

Net cash from financing activities

Net change in cash, cash equivalents
and restricted cash and cash equivalents

Cash cash equivalents and restricted cash and cash equivalents,

beginning of year

Cash cash equivalents and restricted cash and cash equivalents,

end of year

Cash and cash equivalents
Restricted cash and cash equivalents

Total cash, cash equivalents and restricted cash

and cash equivalents, end of year

Supplemental disclosure of cash flow information

Interest paid

S 173,549

(259,653)
113,291

7,203
4,975
88,150
(14,345)
33,855
(1,032)
(5,827)
19,413
5,885
41,861

207,325

(318,040)
290,076

(27,964)

174,000
(174,000)

179,361

$2,880,549

S 3,059,910

S 2,975,311
84,599

S 3,059,910

S 1,839




Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Note 1- Nature of Operations

The Riverside Art Museum (RAM) is a not-for-profit cultural institution founded in 1954. RAM’s mission is to
integrate art into the lives of people in a way that engages, inspires, and builds community by providing high-
quality exhibits and art education programs that instill a lifelong love of the arts.

RAM serves a local and international audience from its two downtown Riverside locations — The Riverside Art
Museum (opened in 1967) and The Cheech Marin Center for Chicano Art & Culture of the Riverside Art Museum
(The Cheech Center, opened June 18, 2022), offering exhibition and education program activities at both sites.
RAM provides curriculum-based art lessons throughout classrooms in Inland Empire schools and gives docent-
led exhibition tours at both sites for students from throughout southern California and beyond. RAM also
engages at-risk youth through mural projects and online classes, offers adult classes and workshops, and holds
exhibit-related lectures, symposiums and tours.

Individuals, private foundations, businesses, and governmental agencies support RAM primarily through
contributions, grants, and membership dues. Fundraising endeavors include special gala events and the
activities of the Riverside Art Alliance, RAM’s fundraising auxiliary group. Significant portions of RAM’s revenue
consist of museum admission ticket sales, art education contracts with local school districts, and the City of
Riverside management fee income related to the administration and programming activities of The Cheech
Center.

Note 2- Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of RAM have been prepared on the accrual basis of accounting and, accordingly, reflect
all significant receivables, payables, and other liabilities.

Cash and Cash Equivalents

Cash and cash equivalents reported in the statement of financial position include cash on hand, bank deposits,
money market funds subject to withdrawal, and liquid debt instruments, which mature within three months of
the date acquired.

Restricted Cash and Cash Equivalents

Amounts included in restricted cash and cash equivalents in the statement of financial position represents
amounts required to be set aside as collateral for RAM’s line of credit with Provident Savings Bank.



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Measure of Operations

The statement of activities reports all changes in net assets, including changes in net assets from operating and
nonoperating activities. Operating activities consist of those items attributable to RAM’s ongoing exhibition and
education program activities at multiple sites and interest and dividends earned on investments. Nonoperating
activities are limited to resources that generate return from investments and other activities considered to be of
a more unusual or nonrecurring nature.

Promises to Give

RAM records unconditional promises to give that are expected to be collected within one year at net realizable
value. Unconditional promises to give expected to be collected in future years are initially recorded at fair value
using present value techniques incorporating risk-adjusted discount rates designed to reflect the assumptions
market participants would use in pricing the asset. In subsequent years, amortization of the discounts is included
in contribution revenue in the statements of activities. Allowance for uncollectable promises to give is
determined based on historical experience, an assessment of economic conditions, and a review of subsequent
collections. Promises to give are written off when deemed uncollectable. As of August 31, 2024, management
considers promises to give to be fully collectible; and accordingly, no allowance for credit losses is recorded.

Grants Receivables

RAM records grants receivables that are expected to be collected within one year at net realizable value. Grants
receivables expected to be collected in future years are initially recorded at fair value using present value
techniques incorporating risk-adjusted discount rates designed to reflect the assumptions market participants
would use in pricing the asset. In subsequent years, amortization of the discounts is included in grants revenue
in the statements of activities. As of August 31, 2024, management considers grants receivables to be fully
collectible; and accordingly, no allowance for credit losses is recorded.

Other Receivables

Other receivables including trade receivables are reviewed by management on a regular basis, who determines
when receivables are past due or delinquent, based on contractual terms and past experience with its
customers. Other receivables expected to be collected in future years are initially recorded at fair value using
present value techniques incorporating risk-adjusted discount rates designed to reflect the assumptions market
participants would use in pricing the asset. In subsequent years, amortization of the discounts is included in
revenues in the statements of activities. At August 31, 2024, management considers other receivables to be fully
collectible; and accordingly, no allowance for credit losses is recorded.

Inventory

Inventory consists primarily of merchandise, books and art related items and is stated at the lower of cost or net
realizable value. Cost is determined by specific identification.



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Investments

RAM has a board-approved investment policy that states that the portfolio shall be invested to provide safety
through diversification in a portfolio of common stocks, bonds, mutual funds, and cash equivalents, all of which
may reflect varying rates of return. The Finance Committee of RAM meets annually to review performance of
investments and make any adjustments to the investment policy. The objective of the investment policy is long-
term growth of assets and protection of capital.

Investment purchases are recorded at cost, or if donated, at fair value on the date of donation. Thereafter,
investments are reported at their fair value in the statement of financial position. Net investment return is
reported in the statement of activities and consists of interest and dividend income, realized and unrealized
gains and losses, less external investment expenses.

Fair Value Measurements

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

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

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset, either
directly or indirectly. These include quoted prices for similar assets in active markets, quoted prices for
identical or similar assets in inactive markets, inputs other than quoted prices that are observable for the
asset, and market-corroborated inputs.

Level 3 —Unobservable inputs for the asset. In these situations, inputs are developed using the best
information available in the circumstances.

In some cases, the inputs used to measure the fair value of an asset 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 the entire measurement requires judgement, taking into account factors
specific to the asset. The categorization of an asset within the hierarchy is based upon the pricing transparency
of the assets and does not necessarily correspond to RAM’s assessment of the quality, risk, or liquidity profile of
the asset.

10



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

A portion of RAM’s investments are classified within Level 1 because they consist of investments with readily
determinable fair values based on daily redemption values. The fixed income securities are valued by the
custodians of the securities using pricing models based on credit, quality, time to maturity, stated interest rates,
and market-rate assumptions and are classified within Level 2.

Collections

Collection items consist of art objects that are held for educational and curatorial purposes. Each of the items
are cataloged, preserved, cared for, and kept unencumbered. Activities verifying their existence and assessing
their condition are performed continuously. Collection items acquired either through purchase or donation are
not capitalized. Purchases of collection items are recorded as decreases in net assets without donor restrictions
if purchased without donor restricted assets and as decreases in net assets with donor restrictions if purchased
with donor-restricted assets. Contributions of collection items are not recognized in the statement of activities.
Proceeds from deaccessions or insurance recoveries are reflected on the statement of activities based on the
absence or existence and nature of donor-imposed restrictions. If collection items are sold, the proceeds from
the sale are used to purchase additional collection items.

Property and Equipment

Property and equipment is stated at cost or fair value at the date of donation in the case of donated assets. The
policy of RAM is to capitalize property and equipment with a value of $5,000 or more. RAM provides for
depreciation and amortization of property and equipment by use of the straight-line method over the estimated
useful lives, as follows:

Buildings 10 to 30 years
Furnishings, software and equipment 5 to 12 years
Leased Assets Lesser of the useful life of asset or the lease term

When assets are sold or otherwise disposed of, the cost and related depreciation or amortization are removed
from the accounts, and any resulting gain or loss is included in the statement of activities. Costs of maintenance
and repairs that do not improve or extend the useful lives of the respective assets are expensed currently.

The carrying values of property and equipment are reviewed for impairment whenever events or circumstances
indicate that the carrying value of an asset may not be recoverable from the estimated future cash flows
expected to result from its use and eventual disposition. When considered impaired, an impairment loss is
recognized to the extent carrying value exceeds the fair value of the asset. There were no indicators of asset
impairment during the year ended August 31, 2024.

11



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Right of Use Leased Assets and Liabilities

Right to use leased assets and the related liabilities are recognized at the lease commencement date and
represent the Organization’s right to use an underlying asset and lease obligations for the lease term. Right to
use leased assets are measured at the initial value of the lease liability plus any payments made to the lessor
before the commencement of the lease term, less any lease incentives received from the lessor at or before the
commencement of the lease term, plus any initial direct costs necessary to place the leased asset into service.
Right to use leased assets are amortized over the shorter of the lease term or the useful life of the underlying
asset using the straight-line method. The amortization period varies among the leases.

Deferred Revenue and Deposits

Deferred revenue and deposits consist primarily of amounts received in advance for City management fees,
classroom instruction, and the rental of facilities for weddings and events. Weddings and events require a
deposit in advance, which is returned in full if the event is cancelled six months prior to the event, or 25 percent
is returned if the event is cancelled after six months, but no later than three months prior to the event. All
events require payment in full prior to the event taking place. Deferred revenue at August 31, 2024 totaled
$70,554.

Donated Services and In-Kind Contributions

Volunteers contribute time to RAM’s program services, administration, and fundraising and development
activities; however, the financial statements do not reflect the value of these contributed services because they
do not meet recognition criteria prescribed by accounting principles generally accepted in the United States of
America (U.S. GAAP). Contributed goods and services are recorded at fair value at the date of donation. No
significant contributions of such goods or services were received during the year ended August 31, 2024.

Net Assets

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

Net Assets Without Donor Restrictions - Net assets available for use in general operations and not subject to
donor (or certain grantor) restrictions. The governing board may designate, from net assets without donor
restrictions, net assets for an operating reserve and board-designated endowment.

Net Assets With Donor Restrictions - Net assets subject to donor (or certain grantor) restrictions. Some donor
imposed (or grantor) 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 restrictions are perpetual in nature, where the donor
stipulates that resources be maintained in perpetuity. RAM reports contributions restricted by donors as
increases in net assets with donor restrictions if they are received with donor stipulations that limit the use of
the donated assets. When a donor restriction expires, that is, when a stipulated time restriction ends, or
purpose restriction is accomplished, net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the statement of activities as net assets released from restrictions. RAM
reports conditional contributions restricted by donors as increases in net assets without donor restrictions if the
restrictions and conditions expire simultaneously in the reporting period.

12



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Revenue and Revenue Recognition

RAM recognizes contributions and grants when cash, securities, or other assets, an unconditional promise to
give, or a notification of a beneficial interest is received. Revenue is reported as an increase in net assets without
donor restrictions unless the use of the related assets is limited by donor-imposed restrictions. Appreciation and
depreciation of investments is reported as increases or decreases in net assets without donor restrictions unless
their use is restricted by explicit donor-imposed restrictions, by the passage of time, or by law. Promises to give
that do not contain donor restrictions that limit the use of the donated assets and for which the donor specifies
the gift may be used to support operations of the current period are recorded as net assets without donor
restrictions.

Conditional promises to give, that is, those with a measurable performance or other barrier, and a right of
return, are not recognized until the conditions on which they depend have been met. When the contribution
becomes unconditional, RAM reports the contribution as an increase in net assets without donor restrictions
unless the use of the related assets is limited by donor-imposed restrictions. In those circumstances, RAM
reports the contribution as an increase in net assets with donor restrictions.

RAM recognizes revenue from admissions at the time of admission. Membership dues, which are
nonrefundable, are recognized over the membership period.

RAM recognizes revenue from tuition during the year in which the related services are provided to students. The
performance obligation of delivering education services is simultaneously received and consumed by the
students; therefore, the revenue is recognized ratably over the course of the academic period. All amounts
received prior to the commencement of the academic period, including enrollment deposits, are deferred to the
applicable period.

RAM recognizes art sales and gift shop sales at the time of purchase. RAM records special events revenue equal
to the cost of direct benefits to donors, and contribution revenue for the difference. RAM recognizes the City
management fee during the period in which the related services are performed.

Income Taxes

RAM is organized as a California nonprofit corporation and has been recognized by the IRS as exempt from
federal income taxes under IRC Section 501(a) as an organization described in IRC Section 501(c)(3), qualifies for
the charitable contribution deduction, and has been determined not to be a private foundation. RAM is annually
required to file a Return of Organization Exempt from Income Tax (Form 990) with the IRS. In addition, RAM is
subject to income tax on net income that is derived from business activities that are unrelated to RAM’s exempt
purpose. RAM determined rent receipts net of rent expenses are subject to unrelated business income tax, if
they exceed certain thresholds. For the year ended August 31, 2024, there was no tax liability for federal or state
purposes on this unrelated business activity.

Management believes that RAM has appropriate support for any tax positions taken affecting its annual filing
requirements, and as such, does not have any uncertain tax positions that are material to the financial
statements. RAM would recognize future accrued interest and penalties related to unrecognized tax benefits
and liabilities in income tax expense if such interest and penalties are incurred.

13



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Advertising Costs
Advertising costs are expensed as incurred and totaled $199,917 during the year ended August 31, 2024.
Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a functional basis in the
statement of activities. The statement of functional expenses present the natural classification detail of
expenses by function. Accordingly, certain costs have been allocated among the programs and supporting
services benefited. The financial statements report certain categories of expenses that are attributed to more
than one program or supporting function. Therefore, expenses require allocation on a reasonable basis that is
consistently applied. The expenses that are allocated include occupancy, depreciation, and amortization, which
are allocated on a square footage basis, as well as salaries and wages, benefits, payroll taxes, professional
services, office expenses, insurance, and other, which are allocated on the basis of estimates of time and effort.

Estimates

The preparation of these financial statements in conformity with U.S GAAP requires management to make
estimates and assumptions. Those estimates and assumptions affect the reported amounts of assets, liabilities,
revenues, and expenses, as well as the disclosure of contingent assets and liabilities. Actual results could differ
from those estimates.

Current Pronouncements

As of January 1, 2023, RAM adopted Accounting Standards Update (ASU) No. 2016-13, Financial Instruments —
Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments (ASU 2016-13), which replaces
the incurred loss methodology with an expected loss methodology that is referred to as the current expected
credit loss (CECL) methodology. The CECL model is applicable to the measurement of credit losses on financial
assets measured at amortized cost, including trade and loan receivables, and held to maturity debt securities.
CECL requires entities to measure all expected credit losses for financial assets held at the reporting date based
on historical experience, current conditions, and reasonable and supportable forecasts. The update also requires
that credit losses on available-for-sale debt securities be presented as an allowance rather than a write-down of
the security. This standard provides financial statement users with more decision useful information about the
expected losses on financial instruments.

RAM adopted ASU 2016-13 using the modified retrospective review method for all financial assets measured at
amortized cost. Results for reporting periods beginning after January 1, 2023, are presented under Topic 326
while prior period amounts continue to be reported in accordance with previously applicable GAAP. The
adoption of the new standard did not materially impact RAM’s financial statements.

Subsequent Events

RAM has evaluated subsequent events through April 8, 2025, the date the financial statements were available to
be issued.
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Note 3- Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,
within one year of the statement of financial position date, August 31, 2024, comprise the following:

Financial assets

Cash, cash equivalents and restricted cash and cash equivalents S 3,059,910
Investments and restricted investments 1,482,557
Promises to give, net 137,412
Grants receivable 188,650
Other receivables 87,640

Total financial assets 4,956,169

Less amounts not available to be used within one year:

Net assets with donor restrictions for time or purpose (2,194,397)
Net assets with donor restrictions of a perpetual nature (231,305)
Board-designated reserve (78,174)
Amounts restricted as collateral for line of credit (84,599)
Net assets with time restrictions to be met within one year 54,895

Total financial assets not available to be used within one year (2,533,580)

Total financial assets available to meet general expenditures
within one year of the statement of financial position date S 2,422,589

RAM’s goal is to maintain 90 days of operating expenses. As part of this liquidity plan, excess cash is invested in
money market accounts and certificates of deposits. In addition, RAM has a $175,000 line of credit to meet cash
flow needs, of which $175,000 was available as of August 31, 2024.

RAM’s endowment fund consists of two donor-restricted endowments that are not available for general

expenditures. The income generated from the two donor-restricted endowments can be used for RAM’s
ongoing operations.

15



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Note 4 - Cash, Cash Equivalents, and Investments

Cash, cash equivalents, and investments at August 31, 2024 are classified in the statement of financial position
as follows:

Cash and cash equivalents S 2,975,311
Restricted cash and cash equivalents 84,599
Total cash and cash equivalents 3,059,910
Investments 1,251,252
Restricted investments 231,305
Total investments 1,482,557
Total cash, cash equivalents, and investments S 4,542,467

Cash, cash equivalents, and investments at August 31, 2024 comprise the following at fair value:

Cash and cash equivalents

Cash on hand and checking accounts S 2,760,425
Savings accounts 9,129
Money market accounts 164,920
Certificates of deposit 84,599
Investment cash 40,837

Total cash and cash equivalents 3,059,910

Investments

Common stocks 379,393
Fixed income 230,940
Bond mutual funds 14,032
Equity mutual funds 546,112
Bond and ETF investments 312,080

Total investments 1,482,557

Total cash, cash equivalents, and investments S 4,542,467
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Investment activity for the year ended August 31, 2024 consists of the following:

Interest and dividend income S 93,503
Realized gain 45,570
Unrealized gain 214,083

Total investment return, net S 353,156

The following table presents assets measured at fair value on a recurring basis at August 31, 2024.

Quoted Prices in

Active Markets Significant Significant
for Identical Other Observable Unobservable
Assets (Level 1) Inputs (Level 2) Inputs (Level 3) Total
Investments
Common stocks S 379,393 S - S - S 379,393
Fixed income - 230,940 - 230,940
Bond mutual funds 14,032 - - 14,032
Equity mutual funds 546,112 - - 546,112
Bond and ETF investments 312,080 - - 312,080
Total S 1,251,617 S 230,940 S - S 1,482,557

Note 5- Promises to Give and Grants Receivable

Unconditional promises to give, grants receivable, and other receivables as of August 31, 2024 were estimated
to be collected as follows:

Promises to Give

Receivable due in one year or less S 115,011
Receivable due in two to five years 25,660
140,671
Less time value discount of 7.000% (3,259)
Total promises to give, net S 137,412
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Grants Receivable

Receivable due in one year or less S 145,000
Receivable due in two to five years 50,000
195,000

Less time value discount of 7.000% (6,350)
Total grants receivable, net S 188,650

At August 31, 2024, two grants accounted for 95% of total grants receivable.

Other Receivable

Receivable due in one year or less S 87,640

Total other receivables, net S 87,640

Note 6 - Property and Equipment

Property and equipment consists of the following as of August 31, 2024:

Land S 69,935
Buildings 2,850,923
Furnishings, software and equipment 562,258
3,483,116

Less accumulated depreciation (2,606,929)
Total property and equipment, net S 876,187

Depreciation expense, net of rental activities depreciation expense, for the year ended August 31, 2024 was
$98,224.

Note 7 - Line of Credit

RAM has a line of credit with Provident Savings Bank for $175,000, with an effective interest rate of 7.369
percent per annum. The provisions of the line of credit require a security interest in the deposits held by
Provident Savings Bank. There was no outstanding balance at August 31, 2024. The amount held as collateral for
the line of credit at August 31, 2024 was $84,599, and is classified as restricted cash and cash equivalents on the
statement of financial position.
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Note 8 - Leases

RAM leases certain equipment for various terms under long-term, non-cancelable operating lease agreements.
The leases expire at various dates through 2028 with no renewal options. The leases provide for fixed rental
payments throughout the term.

The weighted-average discount rate is based on the discount implicit in the lease. If the implicit rate is not
readily determinable from the lease, RAM estimates an applicable incremental borrowing rate. The incremental
borrowing rate is estimated using RAM’s applicable borrowing rates and the contractual lease term.

RAM has elected the short-term lease exemption for all leases with a term of 12 months or less for both existing
and ongoing operating leases to not recognize the asset and liability for these leases. Lease payments for short-
term leases are recognized on straight-line basis. The short term lease costs for the year ended August 31, 2024
were $12,865. Cash flows from operating lease agreements were $15,120. The weighted-average remaining
lease term is 42.54 months. The weighted average discount rate is 4%.

The future minimum lease payments under noncancelable operating leases with terms greater than one year
are listed below as of August 31, 2024.

2025 S 16,366
2026 16,366
2027 16,366
2028 7,855
Total lease payments 56,953
Less interest (8,860)
Present value of lease liabilities S 48,093

Note 9- Net Assets without Donor Restrictions

Net assets without donor restrictions at August 31, 2024, are as follows:

Undesignated S 2,943,625
Board-designated reserve 78,174
Total net assets without donor restrictions S 3,021,799

The board-designated reserve consists of voluntary board-approved segregations of net assets for specific
purposes, projects, or investments, and to provide funds to allow RAM to operate effectively despite reductions
or curtailments of portions of its funding in the future.
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Note 10 - Net Assets with Donor Restrictions

Net assets with donor restrictions at August 31, 2024, are restricted for the following purposes:

Subject to expenditure for specified purpose or periods
Proceeds from which have been restricted by donors for:

Law Library- for purchase of artwork S 19,164
The Cheech Center- to establish the center, including capital funds 244,965
Grants and donor-restricted funds to be spent in subsequent years 1,619,627
Jim Reed Memorial- for RAM signage 8,695
Dottie Smith Scholarship- for youth art education scholarships 7,946
Jackie Smith Memorial- for youth art education scholarships 730
Dorothy Blunden Scholarship- for youth art education scholarships 1,000
Littleworth Endowment earnings- for youth art education scholarships 15,631
Endowments
Unappropriated investment earnings 276,639

Perpetual in nature, earnings from which are subject to endowment
spending policy and appropriation

RAM Endowment- for general operations 184,070
Littleworth Endowment- for youth art education scholarships 47,235
Total net assets with donor restrictions S 2,425,702

Net assets released from donor restrictions during the year ended August 31, 2024, consist of the following:

Satisfaction of purpose restrictions:

The Cheech Center S 230,488
Grants and donor-restricted funds 626,037
Total S 856,525

Note 11 - Endowment

RAM'’s endowment (the Endowment) consists of two individual funds established by donors to provide annual
funding for specific activities and general operations.

RAM'’s Board of Trustees has interpreted the California Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the fair value of the original gift as of the date of the donor-restricted
endowment funds, unless there are explicit donor stipulations to the contrary. As a result of this interpretation,
RAM retains in perpetuity (a) the original value of initial and subsequent gift amounts (including promises to give
net of discount and allowance for credit losses) donated to the Endowment and (b) any accumulations to the
endowment made in accordance with the direction of the applicable donor gift instrument at the time the
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accumulation is added. Donor-restricted amounts not retained in perpetuity are subject to appropriation for
expenditure by use in a manner consistent with the standard of prudence prescribed by UPMIFA. RAM considers
the following factors in making a determination to appropriate or accumulate donor-restricted endowment
funds:

e The duration and preservation of the fund

e The purposes of RAM and the donor-restricted endowment fund

e General economic conditions

e The possible effect of inflation and deflation

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

e The investment policies of RAM

As of August 31, 2024, endowment net asset composition by type of fund is as follows:

Donor-restricted endowment funds
Original donor-restricted gift amount and

amounts required to be maintained in perpetuity by donor

RAM Endowment S 184,070
Littleworth Endowment 47,235
With donor restrictions- maintained in perpetuity 231,305
Unappropriated investment earnings

RAM Endowment - for general operations 276,639
Littleworth Endowment - for general operations 15,631
With donor restrictions- unappropriated investment earnings 292,270
Total donor-restricted endowment funds S 523,575

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 RAM to retain as a fund of perpetual duration. In accordance
with U.S. GAAP, deficiencies of this nature are reported in donor-restricted net assets, when applicable.

RAM has adopted investment and spending policies for endowment assets that attempt to provide a predictable
stream of 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 RAM must hold in
perpetuity or for a donor-specified period(s). Under this policy, as approved by the Board of Trustees, the
endowment assets are invested in a manner that is intended to preserve the real (i.e., inflation-adjusted)
purchasing power of the endowment, and are restricted to investments in certificates of deposit, money market
accounts, and mutual funds. Actual returns in any given year will vary due to market fluctuations.
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To satisfy its long-term rate-of-return objectives, RAM 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). RAM targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term return objectives within prudent risk constraints.

RAM has not adopted a spending rate formula and has not taken any distributions for the year ended August 31,
2024. There are no endowments determined to be underwater as of August 31, 2024.

Changes in Endowment net assets for the year ended August 31, 2024 is as follows:

With Donor

Restrictions
Endowment net assets, beginning of year S 433,636
Appropriations (6,688)
Investment return, net 96,627
Endowment net assets, end of year S 523,575

Note 12 - Concentrations of Credit and Market Risk

Financial instruments that potentially expose RAM to concentrations of credit and market risk consist primarily
of cash, cash equivalents, and investments. Cash, cash equivalents, and investments are maintained at high-
quality financial institutions. Accounts at each institution are insured by the Federal Deposit Insurance
Corporation (FDIC) or the National Credit Union Share Insurance Fund (NCUSIF) up to $250,000. Cash and money
market funds in the investment accounts are not insured by the Securities Investor Protection Corporation (SIPC)
or the FDIC. Cash balances in banks and credit unions in excess of the FDIC and NCUSIF insurance coverage was
$1,525,938 at August 31, 2024. RAM’s investments do not represent significant concentrations of market risk in
as much as RAM’s investment portfolio is diversified among issuers.

Investment securities are exposed to various risks such as interest rate, market and credit. The financial markets
in recent years have shown heightened volatility. Due to the level of uncertainty related to changes in the value
of investment securities, it is at least reasonably possible that changes in the various risk factors, in the near
term could materially affect investment balances and the amounts reported in the financial statements.

Additionally, many mutual funds invest in the securities of foreign companies, which involve special risks and
considerations not typically associated with investing in U.S. companies. These risks include devaluation of
currencies, less reliable information about issuers, different securities transaction clearance and settlement
practices, and possible adverse political and economic developments. Moreover, securities of many foreign
companies and their markets may be less liquid and their prices more volatile than similar types of securities of
comparable U.S. companies.

22



Riverside Art Museum
Notes to Financial Statements
August 31, 2024

Note 13 - City of Riverside Management Agreement

RAM administers, pursuant to a management agreement with the City of Riverside (City), a city-owned building
housing The Cheech Center. The City directly pays all utilities and certain capital costs of maintaining this
building. The amount of utilities costs was approximately $130,000 for the year ended August 31, 2024, and has
been recorded in the financial statements in the revenue caption City appropriations for expenses and offset by
an equal amount of expense that has been charged to utilities expense. The City also provides appropriations for
the general operating support of The Cheech Center. Such appropriations amounted to $833,333 during the year
ended August 31, 2024, and have been recorded in the financial statements in the revenue caption City
management fee. Additionally, to help underwrite the future maintenance and operation of the building, the
management agreement requires that RAM remit to the City a portion of all paid admissions to and facility
rental events held at The Cheech Center. These amounts totaled $145,720 during the year ended August 31,
2024, and have been recorded in the financial statements in the expense caption City facilities maintenance fee.

Note 14 - Related Party Transactions

In the ordinary course of business, RAM has and expects to continue to have transactions with its employees
and board members. In the opinion of management, such transactions were on substantially the same terms as
those prevailing at the time of comparable transactions with other persons.

Note 15 - Revenue from Contracts with Customers

Receivables from contracts with customers are reported as accounts receivable, net in the accompanying
statement of financial position. Contract liabilities are reported as deferred revenue in the accompanying
statement of financial position. The beginning and ending balances for accounts receivables and deferred
revenue were as follows for the year ended August 31, 2024

September 1, 2023 August 31, 2024
Accounts receivable, net of allowance for credit losses S 175,790 S 87,640
Deferred revenue 28,693 70,554

The following table provides information about significant changes in deferred revenue for the year ended
August 31, 2024

Deferred revenue, beginning of year S 28,693
Increases in deferred revenue due to cash received during the period 41,861
Deferred revenue, end of year S 70,554
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Note 16 - Employee Benefits

RAM sponsors a Savings Incentive Match Plan for Employees (SIMPLE IRA plan) that allows employees and
employers to contribute to traditional IRAs set up for employees who have elected to participate in the plan.
Any full-time or part-time employee can elect to participate in the plan. Participating employees make pre-tax
salary deferral contributions. Annual employer contributions are made on a dollar-for-dollar match for each
participating employee (limited to 3% of the participating employee’s compensation up to the total amount of
employee contributions). During the year ended August 31, 2024, RAM’s employer match of employee voluntary
contributions to the plan totaled $22,053.
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