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Independent Auditor’s Report

Board of Directors
The Mattress Factory, LTD

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of The Mattress Factory, LTD (Museum), 
which comprise the statements of financial position as of December 31, 2021 and 2020, and the 
related statements of activities, functional expenses, and cash flows for the years 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 the Museum as of December 31, 2021 and 2020, and the changes in its net 
assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 for the Audit of the Financial Statements section of our report. We are 
required to be independent of the Museum, and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audits. 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 the Museum's
ability to continue as a going concern within one year after the date that the financial statements 
are available to be issued.
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Auditor’s 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 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 
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, including omissions, 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:

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 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.

 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 the Museum’s internal control. Accordingly, no such 
opinion is expressed.

 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.

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Museum'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.

Pittsburgh, Pennsylvania
June 6, 2022

jmw
MD



2021 2020

Assets

Current assets:

Cash and cash equivalents 1,313,318$       804,748$          

Gift shop inventory 48,092               40,263               

Promises to give 262,869 392,190             

Prepaid expenses 44,979               45,465               

Total current assets 1,669,258         1,282,666         

Non-current assets:

Investments 1,397,880         1,240,752         

Promises to give - long-term portion, net of allowance of $62,000 and $62,000 175,742             175,742             

Art collection 829,990 829,990             

Property, plant, and equipment, net 2,666,817 2,859,997

Total non-current assets 5,070,429         5,106,481         

      Total Assets 6,739,687$       6,389,147$       

Liabilities:

Current liabilities:

Accounts payable 45,188$             46,635$             

Accrued liabilities 34,417 9,560                 

Deferred revenue 103,305 34,175               

Current portion of long-term debt 36,111               32,749               

Line of credit -                          13,127               

Total current liabilities 219,021             136,246             

Non-current liabilities:

Long-term debt, net of current portion 697,826 721,610             

Total Liabilities 916,847             857,856             

Net Assets:

Without donor restrictions 3,328,417         3,385,109         

With donor restrictions 2,494,423         2,146,182         

Total Net Assets 5,822,840         5,531,291         

      Total Liabilities and Net Assets 6,739,687$       6,389,147$       

Liabilities and Net Assets

THE MATTRESS FACTORY, LTD

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2021 AND 2020

See accompanying notes to financial statements.
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Without Donor With Donor

Restrictions Restrictions Total

Public Support and Revenue:

Public support:

Foundation grants 342,000$         474,081$       816,081$       

Corporate grants -                        -                       -                      

Federal grants 242,151           -                       242,151         

State grants -                        213,000 213,000         

Local grants -                        89,780            89,780           
Special events 11,960 -                       11,960           

Contributions 106,067 34,000            140,067         

Total public support 702,178 810,861 1,513,039

Revenue:

Admission 686,291 -                       686,291         

Private event rentals 90,558 -                       90,558           

Museum gift shop 135,647 -                       135,647         

Memberships 42,895 -                       42,895           

Café concessions 32,582 -                       32,582           

Education programs 9,139 -                       9,139             

Miscellaneous income 4,946 -                       4,946             

Total revenue 1,002,058 -                       1,002,058

Net assets released from restrictions 624,633           (624,633)        -                      

Total public support and revenue 2,328,869        186,228          2,515,097     

Expenses:

Program services 1,866,745        -                       1,866,745     

General and administrative 459,636 -                       459,636         

Fundraising and development 47,064 -                       47,064           

Total expenses 2,373,445        -                       2,373,445     

Net Change in Net Assets from Operations (44,576)            186,228          141,652         

Non-Operating Items:
Investment income (loss) -                        165,062          165,062         

Allowance and charge-off for uncollectible pledges -                        -                       -                      

Loss on disposal of construction in progress (15,165)            -                       (15,165)          

Releases from restrictions - investment activity 3,049               (3,049)             -                      

Net Change in Non-Operating Items (12,116)            162,013          149,897         

Change in Net Assets (56,692)            348,241          291,549         

Net Assets:

Beginning of year 3,385,109        2,146,182      5,531,291     

End of year 3,328,417$     2,494,423$    5,822,840$   

THE MATTRESS FACTORY, LTD

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2021

See accompanying notes to financial statements.
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Without Donor With Donor

Restrictions Restrictions Total

Public Support and Revenue:

Public support:

Foundation grants 327,750$         524,000$         851,750$         

Corporate grants -                        10,000             10,000             

Federal grants 254,700           217,027           471,727           

State grants 81,450             18,712 100,162           

Local grants -                        103,500           103,500           

Special events 39,190             -                        39,190             

Contributions 121,202           37,772             158,974           

Total public support 824,292 911,011 1,735,303

Revenue:

Admission 289,599 -                        289,599           

Private event rentals 10,435 -                        10,435             

Museum gift shop 51,481 -                        51,481             

Memberships 36,470 -                        36,470             

Café concessions 17,535 -                        17,535             

Education programs 6,195 -                        6,195               

Miscellaneous income 4,577 -                        4,577               

Total revenue 416,292 -                        416,292

Net assets released from restrictions 982,639           (982,639)          -                        

Total public support and revenue 2,223,223        (71,628)            2,151,595        

Expenses:

Program services 1,355,186        -                        1,355,186        

General and administrative 528,092 -                        528,092           

Fundraising and development 88,953             -                        88,953             

Total expenses 1,972,231        -                        1,972,231        

Net Change in Net Assets from Operations 250,992           (71,628)            179,364           

Non-Operating Items:

Investment income (loss) -                        147,053           147,053           

Allowance and charge-off for uncollectible pledges -                        (20,419)            (20,419)            

Loss on disposal of construction in progress -                        -                        -                        

Releases from restrictions - investment activity 66,289             (66,289)            -                        

Net Change in Non-Operating Items 66,289             60,345             126,634           

Change in Net Assets 317,281           (11,283)            305,998           

Net Assets:

Beginning of year 3,067,828        2,157,465        5,225,293        

End of year 3,385,109$     2,146,182$     5,531,291$     

THE MATTRESS FACTORY, LTD

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2020

See accompanying notes to financial statements.
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Program General and

Services Administration Fundraising Total

Wages 868,075$      356,177$      22,884$         1,247,136$   

Professional fees 212,213         23,401           9,203             244,817         

Benefits 60,183           31,010           1,898             93,091           

Artistic 116,865         -                      -                      116,865         

Depreciation 166,280         17,025           -                      183,305         

Office expenses 166,027         12,505           13,071           191,603         

Visitor services 76,708           -                      -                      76,708           

Occupancy 93,842           9,608             -                      103,450         

Insurance 35,617           3,647             -                      39,264           

Other 1,279             117                -                      1,396             

Repairs and maintenance 30,297           3,013             -                      33,310           

Interest 19,434           1,984             -                      21,418           

Education 3,928             -                      -                      3,928             

Travel 6,213             147                8                     6,368             

Equipment 9,784             1,002             -                      10,786           

   Total 1,866,745$   459,636$      47,064$         2,373,445$   

THE MATTRESS FACTORY, LTD

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2021

See accompanying notes to financial statements.
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Program General and

Services Administration Fundraising Total

Wages 632,021$      428,341$      69,559$         1,129,921$   

Professional fees 116,226         10,213           4,711             131,150         

Benefits 36,204           48,519           8,157             92,880           

Artistic 60,872           -                      -                      60,872           

Depreciation 156,198         15,995           -                      172,193         

Office expenses 98,762           5,496             5,598             109,856         

Visitor services 45,538           -                      -                      45,538           

Occupancy 91,218           9,339             -                      100,557         

Insurance 31,417           3,217             -                      34,634           

Other 23,064           1,103             523                24,690           

Repairs and maintenance 21,953           2,202             -                      24,155           

Interest 24,168           2,474             -                      26,642           

Education 5,140             -                      -                      5,140             

Travel 2,026             130                405                2,561             

Equipment 10,379           1,063             -                      11,442           

   Total 1,355,186$   528,092$      88,953$         1,972,231$   

THE MATTRESS FACTORY, LTD

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2020

See accompanying notes to financial statements.
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2021 2020

Cash Flows From Operating Activities:

Change in net assets 291,549$         305,998$         

Adjustments to reconcile change in net assets to 

net cash provided by (used in) operating activities:

Depreciation 183,305           172,193           

Realized and unrealized (gain) loss on investment (113,071)          (110,257)          

Securities received (3,089)              (5,150)              

Loss on suspension of capital campaign pledges -                        20,419             

Loss on disposal of construction in progress 15,165             -                        

Change in:

Gift shop inventory (7,829)              (6,234)              

Promises to give, net of collection of those restricted for capital 129,321           (161,919)          

Prepaid expenses 486                   (17,508)            

Accounts payable (1,447)              (51,260)            

Accrued liabilities 24,857             (62,405)            

Deferred revenue 69,130             9,975               

Total adjustments 296,828           (212,146)          

Net cash provided by (used in) operating activities 588,377           93,852             

Cash Flows From Investing Activities:

Purchase of property, plant, and equipment (5,290)              (40,236)            

Purchase of art collection -                        (8,940)              

Purchase of investments (272,260)          (218,595)          

Sales of investments 231,292           253,237           

Net cash provided by (used in) investing activities (46,258)            (14,534)            

Cash Flows From Financing Activities:

Proceeds from line of credit -                        100,000           

Payments on line of credit (13,127)            (86,873)            

Payments on long-term debt (30,422)            (34,017)            

Proceeds from long-term debt 10,000             150,000           

Collection of grants and contributions restricted for capital -                        22,334             

Net cash provided by (used in) financing activities (33,549)            151,444           

Net Increase (Decrease) in Cash and Cash Equivalents 508,570           230,762           

Cash and Cash Equivalents:

Beginning of year 804,748           573,986           

End of year 1,313,318$     804,748$         

Supplemental Information:

Interest paid 21,418$           26,642$           

THE MATTRESS FACTORY, LTD

 STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2021 AND 2020

See accompanying notes to financial statements.
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THE MATTRESS FACTORY, LTD

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2021 AND 2020
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1. Organization

The Mattress Factory, LTD (Museum) is a contemporary art museum, located in the North 
Side area of Pittsburgh, Pennsylvania, whose main purpose is the presentation of 
installation and performance art.  The Museum provides a working studio and extensive 
resources for artists and art forms; the artist creates temporary or permanent artwork in 
the same studio where it will be on display.  

2. Summary of Significant Accounting Policies

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting. 
Accordingly, revenues and support are recorded when earned and expenses are recognized 
when the liabilities are incurred.  

Net Asset Classes

The Museum’s resources are classified for accounting and reporting purposes into two
classes of net assets (without donor restrictions and with donor restrictions) established 
according to their nature and purpose.  Separate accounts are maintained for individual 
funds; however, for financial reporting purposes, funds that have similar characteristics 
have been combined into net asset classes.

The assets, liabilities, and net assets of the Museum are reported in net asset classes as 
follows:

Without Donor Restrictions - Used to accumulate all net assets that are not subject to 
donor-imposed restrictions or stipulations as to purpose or use. For the years ended 
December 31, 2021 and 2020, the net asset balance without donor restrictions was 
$3,328,417 and $3,385,109, respectively.  

With Donor Restrictions - Represents a portion of the net assets of the Museum resulting
from contributions and other inflows of assets whose use by the Museum is limited by 
donor-imposed stipulations that can be fulfilled and removed by actions of the Museum
pursuant to those stipulations or those that must be maintained permanently by the 
Museum.
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Cash and Cash Equivalents

For purposes of the statements of cash flows, the Museum considers all highly liquid 
investments with an initial maturity of three months or less to be cash equivalents.  At 
December 31, 2021 and 2020, the Museum had cash and cash equivalents with book 
balances of $1,313,318 and $804,748, respectively, and bank balances of $1,390,224 and 
$806,105, of which $1,040,144 and $466,028 is not covered by FDIC insurance, respectively.
Management monitors the quality of the financial institutions that the Museum uses and 
has no concerns at this time. 

Revenue, Revenue Recognition, and Receivables

The Museum recognizes revenue from admissions, gift shop sales, private event rentals,
café concessions, and education programs at the time of sale or services provided. The 
Museum receives revenue in advance for the rental of facilities that are considered to be 
exchange transactions.  Such amounts are recorded as deferred revenues and will be 
recognized when earned.  Beginning of the year balances for 2021 and 2020 were $34,175
and $24,200.  End of the year balances for December 31, 2021 and 2020 $103,305 and 
$34,175, respectively.

Contributions, including memberships, are recognized when cash, securities, or other 
assets, an unconditional promise to give, or notification of a beneficial interest is received.  
Conditional promises to give, 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 
substantially been met. As of December 31, 2021 and 2020, the Museum had a conditional
cost reimbursable government grant in the amount of $750,000, which is conditioned upon 
the Museum raising matching funds.

Promises to Give

Unconditional promises to give that are expected to be collected within one year are 
recognized 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 
discount is included in contribution revenue in the statement of activities.  At December 31, 
2021 and 2020, there were no material discounts to be recognized.
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The allowance for uncollectable promises to give as of December 31, 2021 and 2020 was 
$62,000.  The Museum determines the allowance for uncollectable promises to give based 
on historical experience, an assessment of economic conditions, review of subsequent 
collections, and specific circumstances.  $20,419 in uncollectible pledges was written off 
during the year ended December 31, 2020.

Gift Shop Inventory

Inventory is recorded at the lower of cost or net realizable value determined by the first-in,
first-out method.

Investments in the Endowment Funds

Investments consist of fixed income mutual funds and exchange traded funds, equity 
mutual funds and exchange traded funds, and money market funds.  These investments are 
valued at their fair values as further discussed in Notes 4 and 5.  

The Museum’s investments are exposed to various risks, such as interest rate, market, and 
credit risk.  Due to the level of risk associated with investments and the level of uncertainty 
related to changes in the value of investments, it is at least reasonably possible that 
significant changes in risks in the near-term may materially affect the amounts reported in 
the financial statements.

Property and Equipment

Purchased property and equipment are recorded at cost if the amount is $5,000 or greater.  
Donated equipment is recorded at fair value as of the date of the donation.  Depreciation is
computed using the straight-line method over the remaining useful lives of the respective 
assets. Expenditures for major renewals and improvements that extend the useful lives of 
the equipment are capitalized.  Expenditures for maintenance and repairs are charged to
expense as incurred.  Depreciation expense as of December 31, 2021 and 2020 was 
$183,305 and $172,193, respectively.

Management reviews the carrying values of property and equipment 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 December 31, 2021.
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Donated Materials and Services

The Museum receives donated services from a variety of unpaid volunteers assisting them 
in the delivery of program services.  However, these efforts do not meet the criteria for 
recognition in the financial statements under accounting principles generally accepted in
the United States of America, because such services either do not require specialized skills 
or would not typically be purchased had they not been provided by donation.  The value of 
these services is not readily determinable.

If any goods are donated or contributed, the items are also recorded at their fair value
based upon prevailing market prices.  The Museum did not have any donated goods or 
services in 2021 or 2020 because there was no Garden Party held in either year due to the 
pandemic.

Permanent Art Collection

Permanent collection items acquired are recorded at cost if purchased and at fair value at 
the date of accession if donated.  Gains and losses from deaccessions are reported as 
changes in net assets based on the absence or existence and nature of donor-imposed 
restrictions.  Permanent collection items are protected, kept unencumbered, cared for, and 
preserved. The Museum has no current intention of selling any collection items, therefore 
no formal policy regarding the use of the proceeds has been established.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a 
functional basis in the statements of activities.  Accordingly, certain costs, such as 
depreciation and amortization, have been allocated among the programs and supporting
services benefited based on square footage of facilities utilized.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of 
financial statements and the reported amounts of revenues and expenses during the 
reporting period.  Actual results could differ from those estimates.



THE MATTRESS FACTORY, LTD

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2021 AND 2020

11

Income Taxes

The Museum is a not-for-profit organization that is exempt from income taxes under IRS 
Section 501(c)(3) and is further classified as an organization that is not a private foundation
under section 170(b)(1)(A)(vi).  The Museum annually files a Form 990.  In addition, the 
Museum is subject to income tax on net income that is derived from business activities that 
are unrelated to the Museum’s exempt purpose.  The Museum has determined that they 
are not subject to unrelated business income tax and have not filed an Exempt Organization 
Business Income Tax Return (Form 990-T).

Pending Accounting Standards Update

The Financial Accounting Standards Board (FASB) has issued Accounting Standards Updates 
(individually and collectively, ASU) that will become effective in future years as outlined
below. Management has not yet determined the impact of these updates on the financial 
statements:

ASU 2016-02, “Leases (Topic 842),” is effective, as delayed, for the financial statements for
the year beginning after December 15, 2021. These amendments and related amendments
will require lessees to recognize assets and liabilities on the statement of financial position
for the rights and obligations created by all leases with terms of more than twelve months.
Disclosures also will be required by lessees to meet the objective of enabling users of
financial statements to assess the amount, timing, and uncertainty of cash flows arising 
from leases.

ASU 2020-07, “Not-For-Profit Entities (Subtopic 958):  Presentation and Disclosures by Not-
For-Profit Entities for Contributed Nonfinancial Assets,” is effective for reporting periods 
beginning after June 15, 2021. The amendments in this update address presentation and 
disclosure of contributed nonfinancial assets. 

Subsequent Events

Subsequent events have been evaluated through the Independent Auditor’s Report date, 
which is the date the financial statements were available to be issued.  
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3. Promises to Give

Promises to give at December 31, 2021 and 2020 are as follows:

2021 2020

Receivable in less than one year 262,869$        392,190$        

Receivable in one to five years

      net of allowance of $62,000 and $62,000, respectively 175,742           175,742           

Total unconditional promises to give 438,611$        567,932$        

Due to the short-term nature of the expected collections, the net realizable value is 
considered a reasonable estimate of the fair value. Unconditional promises to give that are 
expected to be collected in future years have not been discounted as the discount is
deemed to be immaterial to the financial statements.  

Fair value of assets measured on a recurring basis as of December 31, 2021 is as follows: 
Level 1 promises to give – current $262,869 and Level 3 promises to give – noncurrent 
$175,742.  Fair value of assets measured on a recurring basis as of December 31, 2020 is as 
follows: Level 1 promises to give – current $392,190 and Level 3 promises to give –
noncurrent $175,742.

Promises due within one year are considered to be Level 1 because of their short maturity
of these instruments. 

Since the Museum’s noncurrent promises to give have no significant observable inputs, they 
are classified as Level 3. 

2021 2020

Balance as of January 1 175,742$              200,160$                 

Additions of long-term pledges -                              -                                

Allowance or write off for

   uncollectible pledges -                              (20,419)                    

Increases (decreases) due to change

   in scheduled payments -                              (3,999)                      

Balance of December 31 175,742$              175,742$                 



THE MATTRESS FACTORY, LTD

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2021 AND 2020
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4. Investments

The fair value of the investments as of December 31, 2021 and 2020 is $1,397,880 and 
$1,240,752, respectively. 

The total returns on investments for the years ended December 31, 2021 and 2020 are 
summarized as follows:

Without Donor With Donor

Restrictions Restrictions Total

Interest on dividend income -$                            51,991$                   51,991$              

Net realized and unrealized gain (loss) -                              113,071                   113,071              

Investment gain (loss) recognized -$                            165,062$                 165,062$            

December 31, 2021

Without Donor With Donor

Restrictions Restrictions Total

Interest on dividend income -$                            36,796$                   36,796$              

Net realized and unrealized gain (loss) -                              110,257                   110,257              

Investment gain (loss) recognized -$                            147,053$                 147,053$            

December 31, 2020

The investment draw elected annually by the Board of Directors to use for unrestricted 
operating purposes of $3,049 for 2021 and $64,570 for 2020 is included in releases from
restriction.  Endowment activity is discussed in more detail in Note 5.

Accounting principles generally accepted in the United States of America establish a 
framework for measuring fair value.  This framework provides a fair value hierarchy that 
prioritizes the inputs and valuation techniques used to measure fair value and requires 
enhanced disclosures about assets and liabilities carried at fair value.  The hierarchy gives 
the highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities (Level 1 measurement) and lowest priority to unobservable inputs (Level 3 
measurement). The three levels of the fair value hierarchy are described below:
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Fair values for Level 1 investments are determined by observable inputs such as quoted 
prices in the active market for identical investments.  Fair values for Level 2 investments are 
determined by inputs, other than quoted market prices in active markets that are
observable either directly or indirectly, (quoted prices for similar investments, interest 
rates, prepayment speeds, credit risk, etc.). Fair values for Level 3 investments are 
determined by significant unobservable inputs, including the fund’s own assumptions in 
determining the fair value of investments.
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Fair values of assets measured on a recurring basis as of December 31, 2021 and 2020 are 
as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Active Significant Other Significant

December 31, Markets for Identical Observable Inputs Unobservable Inputs

Description 2021 Assets (Level 1) (Level 2) (Level 3)

Money market 44,943$               44,943$                        -$                               -$                                

Fixed income - mutual funds 

   and exchange traded funds 444,686               444,686                        -                                  -                                  

Equities - mutual funds 

   and exchange traded funds 908,251               908,251                        -                                  -                                  

   Totals 1,397,880$         1,397,880$                  -$                               -$                                

Fair Value Measurements at Reporting Date Using

Quoted Prices in Active Significant Other Significant

December 31, Markets for Identical Observable Inputs Unobservable Inputs

Description 2020 Assets (Level 1) (Level 2) (Level 3)

Money market 46,653$               46,653$                        -$                               -$                                

Fixed income - mutual funds 

   and exchange traded funds 378,781               378,781                        -                                  -                                  

Equities - mutual funds 

   and exchange traded funds 815,318               815,318                        -                                  -                                  

   Totals 1,240,752$         1,240,752$                  -$                               -$                                
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5. Endowment Disclosures

The endowment was established to support the mission of the Museum. Its endowment 
includes only donor-restricted endowment funds.  As required by accounting principles
generally accepted in the United States of America (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.

Interpretation of Relevant Law 

The Board of Directors of the Museum has interpreted Pennsylvania State Act 141 of 1998 
(Act) as requiring the preservation of the fair value of the original gift as of the gift date of 
the donor-restricted endowment funds, absent explicit donor stipulations to the contrary.
As a result of this interpretation, the Museum classifies as net assets with donor restrictions
(a) the original value of gifts donated to the endowment, and (b) the original value of 
subsequent gifts to the endowment.

For purposes of this Note, the endowment net assets are considered to be the same as the 
related investment portfolio.
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Changes in endowment assets for the fiscal years ended December 31, 2021 and 2020 by
asset class are as follows:

Without Donor With Donor December 31,

Restrictions Restrictions 2021

Endowment Assets, Beginning of Year -$                             1,240,752$             1,240,752$            

Investment return:

Investment income -                                51,991                    51,991                    

Net appreciation (realized and unrealized) -                                113,071                  113,071                  

     Total investment return -                                165,062                  165,062                  

Distribution of income 3,049                       (3,049)                     -                               

Appropriation of endowment 

assets for expenditure (3,049)                      -                               (3,049)                     

Other changes:

Other -                                3,088                       3,088                      

Fees and other withdrawals -                                (7,973)                     (7,973)                     

Endowment Assets, End of Year -$                             1,397,880$             1,397,880$            

Without Donor With Donor December 31,

Restrictions Restrictions 2020

Endowment Assets, Beginning of Year -$                             1,159,987$             1,159,987$            

Investment return:

Investment income -                                36,796                    36,796                    

Net appreciation (realized and unrealized) -                                110,257                  110,257                  

     Total investment return -                                147,053                  147,053                  

Distribution of income 66,289                     (66,289)                   -                               

Appropriation of endowment 

assets for expenditure (66,289)                   -                               (66,289)                  

Other changes: -                                

Other -                                6,820                       6,820                      

Fees and other withdrawals -                                (6,819)                     (6,819)                     

Endowment Assets, End of Year -$                             1,240,752$             1,240,752$            
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In 2021, the fair value of the endowment was above the amount of the original gift, due to 
more favorable market conditions and a reduced drawdown.  The Museum expects the 
endowment to resume drawdowns in the future and continuing favorable market 
conditions will eliminate any further underwater amount.

At times, the fair value of the assets associated with donor-restricted endowment funds 
may fall below the level that the donors require the Museum to retain as a fund of 
perpetual duration.  At December 31, 2020, the endowment was underwater as follows:

Original gift 1,288,558$   

Underwater allowance (47,806)         

Total Perpetual Endowment 1,240,752$   

Return Objectives and Risk Parameters

Endowment assets include those assets of donor-restricted funds that the Museum must
hold in perpetuity or for a donor-specified period(s).  The Museum has adopted policies and
guidelines for endowment and restricted funds.

To satisfy its long-term rate-of-return objectives, the Museum relies on returns in excess of 
5% of the rate of inflation. 

The Museum has a policy of appropriating for distribution each year between 3% and 7% of
the three-year average fair market value of the with donor-restriction, held in perpetuity
investments.  Any amounts earned in excess of amounts transferred are reflected as with 
donor restrictions, since they could be transferred in any year in which that year’s earnings 
are less than the maximum amount transferable.
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6. Property and Equipment

Property and equipment, which is stated at cost, consisted of the following classes of assets
at December 31, 2021 and 2020:

2021 2020

Land 61,716$                61,716$                

Construction in progress 15,165                  30,330                  

Buildings and improvements 5,541,847             5,541,847             

Furniture, fixtures, and equipment 603,457                598,167                

Other 1,200                     1,200                     

6,223,385             6,233,260             

Less accumulated depreciation 3,556,568             3,373,263             

2,666,817$           2,859,997$           
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7. Long-Term Liabilities 

Long-term liabilities consist of long-term debt summarized below:

2021 2020

575,851$        604,359$         

148,217          150,000           

9,869              -                         

Current maturities (36,111)           (32,749)            

Long-term debt, net of current portion 697,826$        721,610$         

Note payable to a financial institution bearing interest at 3.26% per year. Principal and

interest payments of $70 are due monthly, beginning October 2021 through the

maturity date of September 2036. The loan is secured by property located at 1414

Monterey Place, Pittsburgh, PA 15212.

Note payable to a financial institution to refinance the existing long-term debt and line

of credit in October 2015, bearing initial interest at a fixed rate of 3.97% for the first 60

principal and interest payments of $4,550 commencing on November 1, 2015. The

note matures October 1, 2030. The note is collateralized by substantially all of the

Museum's assets, excluding artwork. This loan has a covenant that the Museum will

maintain at least $1,500,000 in net assets without donor restrictions. As of December

31, 2021, the net assets without donor restrictions balance is in compliance with this

covenant.

Economic Injury Disaster Loan bearing interest at 2.75% per year. Principal and

interest payments of $641 are due monthly, beginning June 2021 through the maturity

date of June 17, 2050.  The loan is secured by the assets of the Museum.

The approximate maturities of the long-term debt are as follows:

2022 36,111$       

2023 37,539          

2024 38,967          

2025 40,567          

2026 42,173          

Thereafter 538,580       

733,937$     
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8. Line of Credit

The Museum has a line of credit agreement with a commercial bank with a borrowing limit 
of $750,000, secured by substantially all assets excluding real property and artwork.  The
agreement, which is reviewed annually, provides for interest at the bank’s prime lending 
rate plus 1% (4.25% at December 31, 2021).  The outstanding balance at December 31, 2021
and 2020 was $0 and $13,127, respectively.

9. Net Assets

Net assets with donor restrictions are available for the following specific purposes at 
December 31:

2021 2020

Future operating 181,688$        242,000$        

Capital Campaign 243,580           288,583           

Education program 199,775           182,583           

Capital improvements 215,000           -                        

Exhibitions 56,500             -                        

Marketing 200,000           -                        

Corridor project -                        80,000             

Archives -                        112,264           

1,096,543       905,430           

Endowment held in perpetuity, and related earnings 1,397,880       1,240,752       

Total net assets with donor restrictions 2,494,423$     2,146,182$     

During the year ended December 31, 2021, net assets of $624,633 were released from 
donor restrictions by incurring expenses satisfying the restricted purpose. 

During the year ended December 31, 2020, net assets of $982,639 were released from 
donor restrictions by incurring expenses satisfying the restricted purpose.

Income from the endowment may be used for general operations.  
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10. Retirement Benefit

The Museum sponsors a deferred compensation plan qualified under Section 403(b) of the 
Internal Revenue Code, which covers substantially all employees.  If they so elect, 
employees may make contributions to the plan up to the maximum amount allowed by the 
Internal Revenue Code. The Museum does not match employee contributions.

11. Operating Leases

The Museum leases office equipment that expires in 2026.  Lease expense for the years
ended December 31, 2021 and 2020 totaled $10,786 and $11,442, respectively.  The future 
minimum rental payments for non-cancelable operating leases as of December 31, 2021 are
as follows:

2022 6,059$           

2023 6,059              

2024 5,880              

2025 5,700              

2026 475                 

24,173$         

12. Concentrations

Concentration of Risk Factors

A significant portion of the Museum’s grants and contributions is from organizations and 
individuals within the Western Pennsylvania area.  In addition, its employees, volunteers, 
clients, and vendors primarily reside in this area and, therefore, economic and demographic 
influences on this area impact the Museum’s operations.  Grants receivable of $220,371
were recorded from three organizations and were approximately 44% of the total promises 
to give as of December 31, 2021. Grants receivable of $380,500 were recorded from three
organizations and were approximately 67% of the total promises to give as of December 31, 
2020.  
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13. Liquidity and Availability

The Museum prepares detailed budgets, reviews cash flow analysis on a monthly budget is 
active in controlling costs to ensure the entity remains liquid.  In addition, the Museum has 
available a $750,000 line of credit to assist with cash flow needs as necessary.

The following reflects the Museum’s financial assets (cash and cash equivalents, and 
promises to give to be received in one year) as of December 31 expected to be available 
within one year to meet the cash needs for general expenditures:

2021 2020

Financial assets, at year-end: 1,576,187$        1,196,938$        

Donor Imposed restrictions:

   Restricted by donor - with purpose restrictions (914,855)             (663,430)             

Financial assets available to meet cash needs for

   general expenditures within one year 661,332$            533,508$            

14. Paycheck Protection Program Loan

In April 2020, the Museum qualified for and received a loan pursuant to the Paycheck 
Protection program (PPP), a program implemented by the U.S. Small Business 
Administration (SBA) under the Coronavirus Aid, Relief, and Economic Security Act (CARES
Act), from a qualified lender, for an aggregate principal amount of $244,700. The PPP loan 
bore interest at a fixed rate of 1% per annum, with the first ten months of interest deferred
from the end of the chosen covered period (deferral expiration date), had an original
maturity date of two years which could be extended to five years by mutual agreement of 
the Museum and the lender, and is unsecured and guaranteed by the SBA. The Museum
utilized the allowable 24-week period to spend the PPP loan for expenditures that meet the 
full forgiveness criteria.

The Museum accounted for the 2020 PPP loan as a conditional federal grant and recognized 
federal grant revenue in 2020 as the grant conditions were met in 2020.  In May 2021, the 
2020 PPP loan was fully forgiven.
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In January 2021, the Museum received a second PPP loan, with the same terms as noted 
above, in the amount of $242,151.  This loan was forgiven in full in 2021 and was recognized 
as federal grant revenue.
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