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Independent Auditors' Report

Board of Directors and Management
Tucson Museum of Art and Historic Block, Inc.
Tucson, Arizona

Opinion
We have audited the accompanying financial statements of Tucson Museum of Art and Historic Block, Inc., which

comprise the statement of financial position as of June 30, 2025, 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 financial statements referred to above present fairly, in all material respects, the financial
position of Tucson Museum of Art and Historic Block, Inc. as of June 30, 2025, 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.
Our responsibilities under those standards are further described in the Auditors' Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Tucson Museum of Art and
Historic Block, Inc. 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 the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Tucson Museum of Art and Historic Block, Inc.'s
ability to continue as a going concern within one year after the date that the financial statements are available to be
issued.

BeachFleischman PLLC e beachfleischman.com
Tucson, AZ | Phoenix, AZ | Nogales, AZ | Las Vegas, NV



Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors' 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 generally accepted auditing standards 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 generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify 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 Tucson Museum of Art and Historic Block, Inc.'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 Tucson Museum of Art and Historic Block, Inc.'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.

BuadPeoichmar. Fric

Tucson, Arizona
September 9, 2026



Tucson Museum of Art and Historic Block, Inc.

Statement of Financial Position
June 30, 2025

Assets

Current assets:

Cash and cash equivalents

Promises to give

Other receivables

Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Finance lease assets, net
Operating lease assets, net
Other assets

Assets whose use is limited:

Restricted cash
Investments

Liabilities and Net Assets

Current liabilities:

Current portion of finance lease obligations
Current portion of operating lease obligations
Accounts payable

Accrued payroll

Contract liabilities

Refundable advances

Total current liabilities

Finance lease obligations, net of current portion

Total liabilities

Commitments and contingencies

Net assets:

Without donor restrictions:
Undesignated
Board designated
Net invested in property and equipment
Total net assets without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See notes to financial statements.

$ 1,478,794
66,783
28,522
93,460

1,667,559

7,004,952
56,217
734

1,210

1,029,962
3,378,368

S 13,139,002

S 16,431
754

131,161
68,312
217,873
168,912

603,443

60,820

664,263

(435,514)
1,020,075
7,004,952
7,589,513
4,885,226

12,474,739
S 13,139,002




Tucson Museum of Art and Historic Block, Inc.

Statement of Activities
Year Ended June 30, 2025

See notes to financial statements.

Without
donor With donor
restrictions restrictions Total
Public support, revenues and investment income:
Contributions S 730,659 S 892,795 $ 1,623,454
Grants 348,155 33,000 381,155
Special events, net 368,739 - 368,739
Retail operations 362,845 - 362,845
Support organization income 353,023 - 353,023
Membership 270,859 - 270,859
Lease income 265,560 - 265,560
Education program 264,674 - 264,674
Admissions 215,243 - 215,243
Other 83,558 - 83,558
Investment income, net 122,001 372,998 494,999
In-kind contributions 94,334 - 94,334
Net assets released from restrictions 449,022 (449,022) -
Total public support, revenues and investment
income 3,928,672 849,771 4,778,443
Expenses:
Program services 2,937,601 - 2,937,601
General and administrative 695,915 - 695,915
Fundraising 578,867 - 578,867
Total expenses 4,212,383 - 4,212,383
Change in net assets (283,711) 849,771 566,060
Net assets, beginning 7,873,224 4,035,455 11,908,679
Net assets, ending 7,589,513 S 4,885,226 S 12,474,739



Salaries and benefits
Contracted services
Depreciation and amortization
Dues and subscriptions
Insurance

Licenses and fees
Miscellaneous

Occupancy

Printing and advertising
Professional services

Program expenses

Repairs and maintenance
Retail operations expenses
Software

Supplies

Support organization expenses
Travel

Utilities

Tucson Museum of Art and Historic Block, Inc.
Statement of Functional Expenses

Year Ended June 30, 2025

Program services Support services

Curatorial and Total program General and

Total support

exhibitions Education Museum shop  Affinity groups services administration Fundraising services Total expenses
S 676,062 S 374,565 $ 132,795 $ 21,272 $ 1,204,694 $ 321,619 $ 268,236 S 589,855 $ 1,794,549
19,066 4,422 16,497 - 39,985 - 1,273 1,273 41,258
335,571 51,728 9,469 - 396,768 63,154 - 63,154 459,922
6,517 1,394 201 - 8,112 12,526 1,984 14,510 22,622
63,694 6,096 2,820 - 72,610 14,674 - 14,674 87,284
10,112 6,046 972 1,647 18,777 74,235 2,094 76,329 95,106
4,835 1,225 - - 6,060 5,655 48,678 54,333 60,393
83,231 5,283 5,538 5,510 99,562 64,016 21,844 85,860 185,422
64,713 4,038 10,936 - 79,687 7,280 40,413 47,693 127,380
5,295 816 149 - 6,260 22,271 8,148 30,419 36,679
87,166 43,573 380 - 131,119 23 23,448 23,471 154,590
202,885 40,063 5,978 - 248,926 37,053 836 37,889 286,815
- 11,747 104,587 - 116,334 - 482 482 116,816
3,127 2,954 8,447 2,112 16,640 3,672 25,842 29,514 46,154
22,410 14,480 3,469 8 40,367 16,167 65,600 81,767 122,134
- - - 262,763 262,763 - - - 262,763
1,037 10,544 81 - 11,662 1,589 69,989 71,578 83,240
149,932 23,112 4,231 - 177,275 51,981 - 51,981 229,256
S 1,735,653 S 602,086 S 306,550 $ 293,312 $ 2,937,601 S 695915 $ 578,867 S 1,274,782 S 4,212,383
See notes to financial statements. 5



Tucson Museum of Art and Historic Block, Inc.

Statement of Cash Flows
Year Ended June 30, 2025

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile change in net assets to net cash provided by operating activities:

Depreciation and amortization
Net realized gains on investments
Net unrealized gains on investments
Change in operating leases
Changes in operating assets and liabilities:
Promises to give
Other receivables
Prepaid expenses and other current assets
Accounts payable
Accrued payroll
Contract liabilities
Refundable advances

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sales of investments
Purchases of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from finance lease obligations
Payments on finance lease obligations

Net cash provided by financing activities
Net increase in cash and equivalents
Cash and cash equivalents, beginning
Cash and cash equivalents, ending

Summary of cash and cash equivalents:
Cash and cash equivalents
Restricted cash

See notes to financial statements.

S

566,060

459,922

(84)

(374,234)
20

104,107
1,099
8,448

(21,070)

(1,417)

(15,015)

58,912

220,688

786,748

(384,416)
176,014
(288,797)

(497,199)

23,262
(10,877)

12,385

301,934

2,206,822

2,508,756

1,478,794
1,029,962

2,508,756




Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements
Year Ended June 30, 2025

1. Description of business and summary of significant accounting policies:

Organization:

Tucson Museum of Art and Historic Block, Inc. (Organization or Museum), who's history traces back to the
Tucson Fine Arts Association in 1924, was incorporated in Arizona in November 1936 as a nonprofit
organization. The Organization is located in Tucson, Arizona. The Organization connects art to life,
inspiring discovery, creativity, and cultural understanding through meaningful, engaging experiences.
These financial statements also include the activities of the Tucson Museum of Art League, Contemporary
Art Society, Latin American Art Patrons, and Western Art Patrons, which are unincorporated affinity
groups to the Organization. The purpose of these organizations is to promote and provide support for the
Organization’s art collections and related activities. The Museum's viability is dependent upon the
strength of the national and local economies, and its resource providers.

Net assets:
Net assets, support, gains, and losses are classified based on the existence or absence of donor or grantor
imposed 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 restrictions.

. Net assets with donor restrictions - 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.
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.

Estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America (GAAP) requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues, support and expenses during the
reporting period. On an ongoing basis, management evaluates its estimates and assumptions, including
those related to inputs used to recognize revenue over time. Actual results could differ materially from
such estimates and assumptions.



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Description of business and summary of significant accounting policies (continued):

Revenue recognition:

Retail operation sales are recognized at a point in time upon completion of purchase. Membership dues,
which are nonrefundable, are recognized over the membership period. Admission sales are recognized at
the time of admission. The Organization records special events revenue at a point in time after the
special event occurs that is equal to the cost of direct benefits to donors, and contribution revenue for
the difference. Education program revenue related to tuition is recorded on a monthly basis over the
tuition period. All other education program revenue is recognized at the time of the event. Deferred
revenue represents advance payments received for educational classes and other activities offered by the
Museum.

Affinity groups income:
The Museum has four affinity groups which generate operating and fundraising income based on their
various activities. Revenue is recognized at a point in time as activities and events occur.

Contributions:

Contributions are considered non-exchange transactions and are recognized in the appropriate category of
net assets in the period received. Contributions of assets other than cash are recorded at their estimated
fair value at the date of gift. 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 substantially met.

Support arising from donated goods and services is considered a non-exchange transaction and is
recognized in the financial statements at its fair value. Donated services are recognized when the
services received meet one of the following criteria:

(a) create or enhance nonfinancial assets
(b) require specialized skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation.

Although the Organization utilizes the services of outside volunteers to perform a variety of tasks that
assist the Organization, the fair value of all these services may not be reflected in the financial statements
because the above criteria are not met.

Grants:

The Organization receives grants from government agencies, nonprofit entities and private companies for
various programs and projects. All grants are nonexchange transactions. Support derived from cost-
reimbursable grants, which are conditioned upon certain performance requirements and/or the
incurrence of allowable qualifying expenses, is recognized when expenditures are incurred in compliance
with specific grant provisions. Amounts received prior to incurring qualifying expenditures are reported
as refundable advances.



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

1. Description of business and summary of significant accounting policies (continued):

Lease income:
The Organization accounts for their leases to third-parties as operating leases. Lease income is recognized
on a straight-line basis over the term of the lease. The lease terms generally range from 1-6 years, but
can be shorter or longer terms as negotiated.

Certain leases provide for variable lease payments, which may be based on factors such as changes in
usage, performance-based metrics, or other contingent events. Variable lease income that is not
dependent on an index or rate is recognized in the period in which the changes in facts and circumstances
on which the variable payments are based occur. Such amounts are included in lease income in the
accompanying financial statements.

Cash and cash equivalents:
All highly liquid debt instruments purchased with a maturity of three months or less are considered to be
cash equivalents.

All cash and cash equivalents are placed with various credit institutions. At times, such amounts may be in
excess of the FDIC and SIPC insurance limits; however, management does not believe they are exposed to
any significant credit risk on cash and cash equivalents.

Promises to give:

Unconditional promises to give are recognized as revenues at their estimated net realizable value in the
period received and as assets, decreases of liabilities, or expense depending on the form of the benefits
received. Conditional promises to give are recognized only when the conditions on which they depend
are substantially met and the pledges become unconditional. Promises to give that are collectible over
future periods are discounted to their net present value. The provision for uncollectible pledges is based
on management's estimate of current economic factors, applied as a percentage to gross revenues.
Promises to give are periodically reviewed for collectibility and written off to the provision at the time of
such determination. At June 30, 2025, promises to give are considered fully collectible, therefore, no
allowance for uncollectible pledges has been provided. As of June 30, 2025 promises to give are
receivable in less than one year.

Investments:

Investments in equity securities with readily determinable fair values and all investments in debt securities
are valued at their fair values in the statement of financial position. Donated investments are recorded at
their fair value at the date of gift. Investment gains and losses are included in the change in net assets in
the accompanying statement of activities as increases or decreases in net assets without restrictions
unless their use is restricted by explicit donor-imposed stipulation or legal requirements net of related
investment fees. Realized gains or losses on disposition of investments are recorded on a trade date
basis using first-in first-out method. Dividends and interest income are accrued when earned.
Investments are considered to be impaired when a decline in fair value is judged to be other-than-
temporary.



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Description of business and summary of significant accounting policies (continued):

Property, equipment, depreciation and amortization:

Property and equipment are stated at cost or, if acquired by gift, at estimated fair market value at the date
of the donation. Expenditures for major improvements to property are capitalized and expenditures for
repairs and maintenance are expensed as incurred. Depreciation and amortization are provided for using
the straight-line method over the the estimated useful lives of the assets ranging from 3 to 40 years.
Contributions of cash that must be used to acquire property and equipment are reported as temporarily
restricted support. The Museum reports expirations of donor restrictions when the acquired assets are
placed in service as instructed by the donor. The Museum reclassifies net assets with donor restrictions
to net assets without donor restrictions at that time.

Assets held for lease:

Assets held for lease are recorded at cost. Depreciation and amortization are provided using the straight-
line method over the useful lives of the assets. At June 30, 2025, assets held for lease totaled $70,203
and accumulated depreciation and amortization was $33,247. Depreciation and amortization expense for
the year ended June 30, 2025 was $6,299.

Leases:
The Organization recognizes and measures its leases in accordance with FASB ASC 842, Leases. The
Organization determines if an arrangement is a lease at inception and when the terms of an existing
contract are changed.

Lease assets represent the Organization's right to use an underlying asset for the lease term and lease
liabilities represent the Organization's obligation to make lease payments arising from the lease.
Operating lease assets and liabilities are recognized at commencement date based on the present value
of lease payments over the lease term. The Organization uses the implicit rate when it is readily
determinable. As most of the Organization's leases do not provide an implicit rate, management uses a
risk-free rate based on the information available at commencement date in determining the present
value of lease payments. Finance lease assets are amortized over the lease term unless there is a transfer
of title or purchase option reasonably certain of exercise, in which case the asset life is used. Lease
expense for operating lease payments is recognized on a straight-line basis over the lease term.
Operating lease assets also include any lease payments made and exclude lease incentives. Lease terms
may include options to extend or terminate the lease when it is reasonably certain that the Organization
will exercise that option.

The lease agreements do not contain any material residual value guarantees or material restrictive
covenants.

For certain equipment leases, such as copiers, the Organization has elected to account for the lease and
non-lease components as a single lease.

10



1.

Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Description of business and summary of significant accounting policies (continued):

Fair value measurements:

Fair value is defined as the price to sell an asset between market participants as of the measurement date.
Fair value measurements assume the asset is exchanged in an orderly manner; the exchange is in the
principal market for that asset (or in the most advantageous market when no principal market exists);
and that the market participants are independent, knowledgeable, able and willing to transact an
exchange. GAAP also clarifies that the reporting entity’s nonperformance risk (credit risk) should be
considered in valuing liabilities.

Accounting standards establish a framework for measuring fair value by creating a hierarchy for observable
independent market inputs and unobservable market assumptions and expands disclosures about fair
value measurements. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (level 1 measurements) and the lowest priority to unobservable
inputs (level 3 measurements). Considerable judgment is required in interpreting market data used to
develop the estimates of fair value. Accordingly, the estimates presented in the financial statements are
not necessarily indicative of the amounts that could be realized in a current market exchange. The use of
different methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement at the reporting date.

The Museum applies provisions for fair value measurements and disclosures related to certain alternative
investments that permit the use of a qualifying investment’s net asset value per share to estimate fair
value as a practical expedient.

Endowments:

The Organization's endowments consist of funds established under either donor restriction or as
designated by the Board of Directors for a variety of purposes. As required by GAAP, net assets
associated with endowment funds (including funds designated by the Board of Directors to function as
endowments) are classified and reported based on the existence or absence of donor-imposed
restrictions.

The Board of Directors of the Organization have interpreted Arizona's Management of Charitable Funds Act
(AMCFA) Arizona's enacted legislation of the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) and follows GAAP rules pertaining to the donor-restricted endowment funds absent explicit
donor stipulations to the contrary. The Organization classifies as permanently restricted net assets (a)
the original value of gifts donated to the permanent endowment, (b) the original value of subsequent
gifts to the permanent endowment, and (c) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the accumulation is
added to the fund. The remaining portion of the donor-restricted endowment fund that is not classified
in permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the Organization in a manner consistent with the standard of
prudence prescribed by the Act.

11



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

1. Description of business and summary of significant accounting policies (continued):

Impairment of long-lived assets:

The Museum reviews long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount of an asset to future net cash flows
expected to be generated by the asset. If such assets are considered to be impaired, the impairment to
be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair
value of those assets. Assets to be disposed of are reported at the lower of the carrying amount or fair
value of the assets. Management does not believe that there were any long-lived asset impairments for
2025.

Collections:

The collections, which were acquired through purchases and contributions since the Museum's inception,
are not recognized as assets on the statement of financial position. Purchases of collection items are
recorded as decreases in net assets without donor restrictions in the year in which the items are
acquired, or as decreases in net assets with donor restrictions if the assets used to purchase the items are
restricted by donors. Contributed collection items are not reflected in the financial statements. Proceeds
from de-accessions or insurance recoveries are reflected as increases in the appropriate net asset classes.

Collections include: 1) Latin American Art; 2) Art of the American West; 3) Modern and Contemporary Art;
4) Indigenous Arts; 5) European Art; 6) Asian Art; and 5) Historical Properties.

The Collections Committee of the Board formally approves acquisitions for the collection. Deaccessions
and the loan of objects into and from the collections are approved by the Board's Collections Committee
with notice to, and in accordance with criteria established by, the Board. Accepted items are accessioned
and cared for in accordance with a written “Collections Management Policy” following generally accepted
museum procedures. Funds realized through the sale of any deaccessioned art are only used to replenish
the collections. No significant collection items were deaccessioned during the year ended June 30, 2025.

Beneficial interest in assets held by Community Foundation:

The Organization has established an endowment fund that is perpetual in nature with the Community
Foundation of Southern Arizona (CFSA) that named the Organization as the beneficiary. The Organization
granted variance power to CFSA, which allows CFSA to modify any condition or restriction on its
distributions for any specified charitable purpose or to any specified organization if in the sole judgment
of CFSA’s Board of Directors, such restriction or condition becomes unnecessary, incapable of fulfillment,
or inconsistent with the charitable needs of the community. The fund is held and invested by CFSA for the
Organization’s benefit and is reported at fair value in the statement of financial position, with
distributions and changes in fair value recognized in the statement of activities.

Contract liabilities:
Contract liabilities consist of advance payments and deferred revenue. Contract liabilities were all classified
as current and amounted to $232,888 as of July 1, 2024.

12



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Description of business and summary of significant accounting policies (continued):

Advertising:
The Organization follows a policy of charging the costs of advertising to expense as incurred. Total
advertising expense for 2025 was $127,380.

Functional allocation of expenses:

Expenses that can be identified with a specific program or supporting service are charged directly to the
program or according to their natural expense classification, including most salaries and wages. Costs
incurred that share a common purpose are allocated to the various programs and supporting services
benefited. Depreciation, insurance, repairs and maintenance, occupancy and utility related costs are
allocated based on square footage. Salaries of specific members of management and software costs are
allocated based on time and effort estimates.

Tax exempt status:

The Museum is exempt from income taxes under both federal (Internal Revenue Code Section 501(c)(3))
and Arizona income tax laws, and is classified as other than a private foundation under Internal Revenue
Code Section 509(a)(2). Income from certain activities not directly related to the Museum's tax-exempt
purpose, however, may be subject to taxation as unrelated business taxable income (UBTI). The Museum
is required to file informational returns for federal and state purposes and, if it has UBTI, federal and
state income tax returns.

From time to time, the Museum may be subject to penalties and interest assessed by various taxing
authorities, which are classified as administration expenses, if they occur.

Subsequent events:

The Museum's management has evaluated the events that have occurred subsequent to June 30, 2025
through September 9, 2026, the date that the financial statements were available to be issued.
Management has no responsibility to update these financial statements for events and circumstances
occurring after this date.

13



2.

Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Liquidity and availability of financial assets:

The following reflects the Organization's financial assets as of the statement of financial position date,

reduced by amounts not available for general use within one year of the statement of financial position date
Amounts not available
include amounts set aside for long-term investing in the operating and capital reserves that could be drawn

because of contractual or donor-imposed restrictions or internal designations.

upon if the governing board approves that action.

Cash and cash equivalents
Restricted cash
Investments

Promises to give

Other receivables

Total financial assets

Contractual or donor-imposed restrictions:
Donor purpose or time restrictions
Endowment subject to appropriation
Endowment held in perpetuity

Board designated funds

S 1,478,794
1,029,962
3,378,368

66,783

28,522

5,982,429

(691,922)
(518,486)
(3,648,792)
(1,020,075)

Financial assets available to meet cash needs for general expenditures within one year S 103,154

Property and equipment:

Building and improvements
Construction in progress
Furniture and equipment
Leasehold improvements
Land

Less accumulated depreciation and amortization

Leases:

$ 5,981,283
102,912
1,653,532
6,498,632
117,334
14,353,693
7,348,741

S 7,004,952

The Organization has operating and finance leases for copy machines and a postage meter with initial

noncancelable terms in excess of one year that expire through December 2030.

14



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Leases (continued):

The components of lease cost are as follows:

Finance lease cost:

Amortization of finance lease assets, included in depreciation and amortization S 8,649
Interest, included in interest expense 2,620
Operating lease cost, included in operating expenses 7,146
Total lease cost 18,415
Cash flow information related to leases is as follows:
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows - finance leases S 2,311
Financing cash flows - finance leases 10,876
Operating cash flows - operating leases 7,161
Lease assets obtained in exchange for lease liabilities:
Finance leases S 64,366
Other information related to leases is as follows:
Lease term (in years) and discount rate:
Weighted-average remaining lease term, finance leases 4.3
Weighted-average remaining lease term, operating leases 0.4
Weighted-average discount rate, finance leases 4.8 %
Weighted-average discount rate, operating leases 03 %
The maturities of lease liabilities as of June 30, 2025 were as follows:
Year ending Finance Operating
June 30,
2026 S 19,781 S 754
2027 19,781 -
2028 19,781 -
2029 19,781 -
2030 6,594 -
Total lease payments 85,718 754
Less interest 8,467 -
Present value of lease liabilities S 77,251 754

15



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Leases (continued):

The present value of lease liabilities are reported in the statement of financial position as follows:

Current portion of finance lease obligations S 16,431
Finance lease obligations, net of current portion 60,820
Current portion of operating lease obligations 754
S 78,005

Investments:

The Organization's investment portfolio is comprised of various mutual funds and equities in order to diversify
and minimize the risk of loss during unfavorable economic conditions. The portfolio's fair value at June 30,
2025 is as follows:

Investments measured at fair value at June 30, 2025 S 3,378,368

Net investment gain for 2025 is as follows:

Interest and dividends S 120,681
Net realized gains on investments 84
Net unrealized gains on investments 374,234

S 494,999

Fair value measurements:
The asset's fair value measurement level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. Valuation techniques used maximize the use of

observable inputs and minimize the use of unobservable inputs:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets that the Organization has the ability to access.
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Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

Fair value measurements (continued):

Level 2 - Inputs to the valuation methodology include:

. Quoted prices for similar assets or liabilities in active markets;

. Quoted prices for identical or similar assets or liabilities in inactive markets or active markets
that the Organization does not have access to;

. Inputs other than quoted prices that are observable for the asset or liability;

. Inputs that are derived principally from or corroborated by observable market data by

correlation or other means.

If the asset has a specified (contractual) term, the level 2 input must be observable for substantially
the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

At June 30, 2025, the fair value of assets measured on a recurring basis is as follows:

Significant
other Significant
observable unobservable
Quoted prices inputs inputs
Fair value (level 1) (level 2) (level 3)
Investments:
Equity securities S 223,108 S 223,108 S - S -
Mutual Funds 3,137,315 3,137,315 - -
Community Foundation of
Southern AZ investment pool 17,945 - - 17,945
$§ 3378368 S 3360423 S - $ 17,945

A reconciliation of assets measured at fair value on a recurring basis with the use of significant unobservable
inputs (Level 3) from July 1, 2024 to June 30, 2025 is as follows:

Balance July 1, 2024 S 16,950
Investment return, net 995
Balance at June 30, 2025 S 17,945
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Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

7. In-kind contributions:

The Museum received the following in-kind donations during the year ended June 30, 2025:

Silent auction items S 59,069
Rent 73,815
S 132,884

The Museum recognizes in-kind contributions within support. Unless otherwise noted, these contributions did
not have donor-imposed restrictions.

Contributed silent auction items were restricted for sale during the Museum's annual gala. Contributed silent
auction items are monetized and recorded at the value sold, a level 1 input.

Donated use of facilities and utilities:

The Organization leases land and buildings under lease agreements with the city of Tucson through May
2073. Under the terms of the leases, the Organization pays a nominal amount for use of the facilities,
utilities, and related maintenance and landscaping. While the terms of the leases extend beyond one
year, the lease agreements include cancellation options and other provisions under which the donor has
significant discretion regarding early termination, as well as significant restrictions and conditions related
to the use of the facilities. The Organization estimates the fair value of the donated use of the facilities
and associated utilities, landscaping and maintenance provided under the leases based upon the location
of the facilities, the commercial real estate market in the area, the age and size of the offices and centers
and the approximate amount of utilities, landscaping and maintenance received at each location, level 2
inputs.

8. Endowments:
The Museum's endowments consist of individual funds established for a variety of purposes. The endowments

include both donor-restricted funds, and as required by GAAP, net assets associated with endowment funds
are classified and reported based on the existence or absence of donor-imposed restrictions.
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8.

Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025
Endowments (continued):
Changes in endowments for the year ended June 30, 2025 are as follows:

Without donor  With donor

restrictions restrictions Total

Endowments, July 1, 2024 S 1,046,636 S 3,902,849 S 4,949,485
Investment return:

Investment income 12,931 40,745 53,676

Net realized gains 74,161 233,679 307,840

Net unrealized gains 23,024 72,549 95,573

110,116 346,973 457,089

Contributions - 100,000 100,000

Appropriations/released from restriction (156,752) (182,544) (339,296)

Endowments, June 30, 2025 S 1,000,000 $ 4,167,278 S 5,167,278

Funds with deficiencies:

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 the Act requires to retain as a fund of perpetual duration. In
accordance with GAAP, such deficiencies are to be reported in net assets without donor restrictions. As of
June 30, 2025, there were no deficiencies of this nature.

Return objectives and risk parameters:

The Museum 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 the Museum must hold in perpetuity or for a donor-specified period(s) as well as board-
designated funds. Under this policy, as approved by the Board of Directors, the endowment assets are
invested in a manner that is intended to produce results that exceed the price and yield results of the
appropriate blended investment indexes while assuming a moderate level of investment risk. The
Museum expects its endowment funds over time to provide an average real rate of return of
approximately 4% annually. Actual returns in any given year may vary from this amount.

Strategies employed for achieving objectives:

To satisfy its long-term rate-of-return objectives, the Museum relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends). The Museum 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.
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Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

8. Endowments (continued):

Spending policy and how the investment objectives relate to spending policy:

The Museum has a policy of appropriating for distribution each year up to 4% of its permanently restricted
endowments and board designated endowment funds' average fair value over the twelve quarters
preceding the fiscal year in which the distribution is planned. In establishing this policy, the Museum
considered the long-term expected return on its endowments. Historically, the Museum has spent less
than the 4%. This is consistent with the Museum’s objective to maintain the endowment assets held in
perpetuity or for a specified term, as well as to provide additional real growth through new gifts and
investment return.

9. Net assets with donor restrictions:

Subject to expenditure for specified purpose:

Collections S 551,566
Docent activities 1,314
Contemporary photography fund 41,835
Other 64,207
658,922
Subject to the passage of time:
Collections 33,000
691,922
Endowments:
Subject to appropriation and expenditure when a specified event occurs:
Art and care of collections 317,074
Arts & crafts awards 10,773
Collections 92,888
Curator: Latin American Art 97,751

518,486

Perpetual in nature:
Restricted by donors for:

Acquisition of art 641,803
Acquisition of masks and weaving 50,337
Art award 10,000
Casa Cordova 50,000
Craft award 2,000
Education 1,157,840
General operations 350,865
Latin American curator 872,989
Scholarships 3,075
Western art curator 509,883
3,648,792

S 4,859,200

20



Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

10. Net assets without donor restrictions:

Undesignated S (435,514)

Investment in property and equipment, net 7,004,952
Board designated:

Designated Quasi-Endowment for Western Art 1,000,000

Designated for Contemporary Photography 20,075

S 7,589,513

11. Lease income:

The Company leases building space used for a cafe and a ceramics studio with initial noncancelable terms in
excess of one year that expire through May 2031. The leases include renewal terms for 1 - 2 years after the
initial term. One of the leases has a variable lease payment which per the lease agreement is equal to 7.4%
of the prior month's Gross Sales of the leasee. Future minimum Lease income to be received is as follows:

Year ending
June 30,
2026 S 18,000

Total lease income recorded by the Organization in the current year was $265,560, $166,128 of which is
related to variable lease payments.

12. Retirement plan:
The Organization has a defined contribution plan for employees who have completed one year of service and
earning over $5,000. The Organization contributes up to 3% of gross salaries to the plan for qualified

employees. Employees may contribute up to the maximum amount allowed by the Internal Revenue Code.
The Organization made contributions of $18,327 to the plan during the year ended June 30, 2025.
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Tucson Museum of Art and Historic Block, Inc.

Notes to Financial Statements (continued)
Year Ended June 30, 2025

13. Contingencies:

Legal proceedings:

In the normal course of its business, the Organization is subject to certain contractual guarantees and
litigation. It is not possible to predict with certainty whether or not the Organization will ultimately be
successful in any of these legal matters or, if not, what the impact might be. However, the Organization's
management does not expect that as defendant, any legal proceedings will have a material adverse effect
on the Organization's financial position, results of operations or cash flows.

Paycheck Protection Program (PPP) loan:

The Museum obtained a $341,900 loan under the PPP that was forgiven in April 2020. The SBA may
undertake a review of a loan of any size during the ten-year period following forgiveness. The review
will include the loan forgiveness application, as well as whether the Museum met the eligibility
requirements of the program and received the proper loan amount. The timing and outcome of any
SBA review is not known.
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