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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Montalvo Association
Saratoga, California

We have audited the accompanying financial statements of Montalvo Association (a California nonprofit
corporation) (the ''Organization''), which comprise the statement of financial position as of September 30,
2020, and the related statements of activities, functional expenses, and cash flows for the year then ended
and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements.  The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control.  Accordingly, we express no such opinion.  An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Montalvo Association as of September 30, 2020, 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.
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Change in Accounting Principle

As described in Note 4 to the financial statements, the Organization adopted Accounting Standards
Codification Topic 606, Revenue from Contracts with Customers, effective October 1, 2019.  Our opinion
is not modified with respect to this matter.

Emphasis of Matter

As described in Note 19 to the financial statements, on March 11, 2020, the World Health Organization
declared the novel strain of coronavirus (COVID-19) a global pandemic and recommended containment
and mitigation measures worldwide.  The ultimate financial impact and duration of these events cannot be
reasonably estimated at this time.  Our opinion is not modified with respect to this matter.

Report on Summarized Comparative Information

We have previously audited Montalvo Association's 2019 financial statements, and our report dated
February 5, 2020 expressed an unmodified opinion on those audited financial statements.  As part of our
audit of the 2020 financial statements, we also audited the adjustments to the 2019 financial statements to
apply the change in accounting principle discussed above.  In our opinion, the summarized comparative
information presented herein as of and for the year ended September 30, 2019, adjusted for the change in
accounting principle discussed above, is consistent, in all material respects, with the audited financial
statements from which it has been derived.  Also, in our opinion, such adjustments are appropriate and
have been properly applied.

ArmaninoLLP

San Jose, California

April 28, 2021
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Montalvo Association
Statement of Financial Position

September 30, 2020
(With Comparative Totals for 2019)

2020 2019

ASSETS

Current assets
Cash and cash equivalents $ 2,250,794 $ 1,228,970
Accounts receivable 18,303 68,584
Current portion of contributions receivable 158,800 385,660
Current portion of grants receivable 231,900 450,000
Investments 1,048,720 315,835
Prepaid expenses 133,551 207,985

Total current assets 3,842,068 2,657,034

Property and equipment, net 7,393,796 8,049,569

Other assets
Investments held for endowment 16,597,324 16,530,134
Contributions receivable, net of current portion 496,757 607,544
Grants receivable, net of current portion - 175,000
Other donated long-term assets 52,000 52,000
Collections (Note 16) - -

Total other assets 17,146,081 17,364,678

Total assets $ 28,381,945 $ 28,071,281

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable $ 104,841 $ 182,264
Accrued expenses 277,981 487,642
Deposits 58,500 35,500
Deferred revenue 1,174,167 478,004

Total current liabilities 1,615,489 1,183,410

Forgivable loan payable (Paycheck Protection Program) 648,980 -
Total liabilities 2,264,469 1,183,410

Net assets
Without donor restrictions

Montalvo Service Group 380,513 365,865
Undesignated 6,796,361 7,931,886

Total without donor restrictions 7,176,874 8,297,751
With donor restrictions 18,940,602 18,590,120

Total net assets 26,117,476 26,887,871

Total liabilities and net assets $ 28,381,945 $ 28,071,281

The accompanying notes are an integral part of these financial statements.
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Montalvo Association
Statement of Activities

For the Year Ended September 30, 2020
(With Comparative Totals for 2019)

Without
Donor

Restrictions
With Donor
Restrictions

2020
Total

2019
Total

Revenues, gains, and other support
Support

Individuals $ 1,626,795 $ 830,682 $ 2,457,477 $ 2,280,488
Grants and contributions 240,534 394,822 635,356 1,078,804
Contributions in-kind 56,049 - 56,049 136,139
Proceeds from special events 693,708 - 693,708 659,793
Special event direct donor benefits (244,399) - (244,399) (313,492)

Total support 2,372,687 1,225,504 3,598,191 3,841,732

Revenue and gains
Rentals 281,445 - 281,445 1,135,953
Art programs 539,514 - 539,514 1,846,755
Net investment return 623 288,704 289,327 319,473
Concessions and merchandise 30,963 - 30,963 129,677
Net assets released from restriction 1,163,726 (1,163,726) - -

Total revenue and gains 2,016,271 (875,022) 1,141,249 3,431,858
Total revenues, gains, and other support 4,388,958 350,482 4,739,440 7,273,590

Functional expenses
Programs 3,209,724 - 3,209,724 5,476,473
Support services

General & administrative 855,662 - 855,662 841,462
Marketing & promotion 331,109 - 331,109 580,434
Fundraising 741,758 - 741,758 924,243

Total support services 1,928,529 - 1,928,529 2,346,139
Total functional expenses 5,138,253 - 5,138,253 7,822,612

Non-operating losses
Collection items purchased but not capitalized

(Note 16) - - - (46,272)
Total non-operating losses - - - (46,272)

Change in net assets (749,295) 350,482 (398,813) (595,294)

Net assets, beginning of year 8,297,751 18,590,120 26,887,871 27,483,165
Cumulative effect adjustment of ASC Topic

606 on October 1, 2019 (371,582) - (371,582) -

Net assets, end of year $ 7,176,874 $ 18,940,602 $ 26,117,476 $ 26,887,871

The accompanying notes are an integral part of these financial statements.
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Montalvo Association
Statement of Functional Expenses

For the Year Ended September 30, 2020
(With Comparative Totals for 2019)

Support Services

Programs
General &

Administrative
Marketing &
Promotion Fundraising

Total Support
Services

Cost of Direct
Benefits to

Donors
2020
Total

2019
Total

Salaries and related expenses
Salaries and wages $ 1,196,440 $ 543,891 $ 121,261 $ 451,112 $ 1,116,264 $ - $ 2,312,704 $ 3,199,692
Payroll taxes and benefits 291,626 148,540 31,714 99,049 279,303 - 570,929 662,670

Total salaries and related expenses 1,488,066 692,431 152,975 550,161 1,395,567 - 2,883,633 3,862,362

Artist fees / hospitality 291,623 - - 400 400 - 292,023 1,015,438
Special event direct donor benefits - - - - - 244,399 244,399 313,492
Advertising 88,139 14 92,545 4,996 97,555 - 185,694 513,921
Maintenance 155,934 11,642 - 16,699 28,341 - 184,275 289,371
Donated goods / services 20,948 - 18,472 16,629 35,101 - 56,049 84,139
Costs of sales 71,804 909 - 68,519 69,428 - 141,232 235,372
Utilities 95,271 4,430 - 4,430 8,860 - 104,131 133,945
Insurance 91,551 4,318 - 4,318 8,636 - 100,187 99,587
Professional fees 11,222 69,421 921 1,707 72,049 - 83,271 70,226
Production 52,155 - - 300 300 - 52,455 121,684
Printing and publication 4,584 - 46,812 307 47,119 - 51,703 91,999
Consulting fees 11,666 12,000 19,165 1,650 32,815 - 44,481 78,858
Telephone 29,882 8,871 - 5,136 14,007 - 43,889 50,290
Cultivation / hospitality 9,342 8,717 - 17,823 26,540 - 35,882 100,727
Conferences, trainings, dues and subscriptions 25,858 5,012 - 494 5,506 - 31,364 45,330
Postage and shipping 14,905 1,718 - 13,705 15,423 - 30,328 35,256
Supplies 19,865 1,045 - 1,221 2,266 - 22,131 60,912
Repairs 20,525 - - - - - 20,525 58,061
Property taxes 14,818 699 - 699 1,398 - 16,216 13,272
Transportation / vehicles 10,656 - - - - - 10,656 56,016
Travel 6,980 2,311 - 572 2,883 - 9,863 22,555
Office supplies 2,972 694 219 402 1,315 - 4,287 9,255
Miscellaneous, including bad debt expense 4,576 - - 160 160 - 4,736 1,159
Depreciation 666,382 31,430 - 31,430 62,860 - 729,242 772,877

Total expenses by function 3,209,724 855,662 331,109 741,758 1,928,529 244,399 5,382,652 8,136,104

Less expenses included with revenues on the
statement of activities 
Cost of direct benefits to donors - - - - - (244,399) (244,399) (313,492)

Total expenses included in the expense section on the
statement of activities $ 3,209,724 $ 855,662 $ 331,109 $ 741,758 $ 1,928,529 $ - $ 5,138,253 $ 7,822,612

The accompanying notes are an integral part of these financial statements.
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Montalvo Association
Statement of Cash Flows

For the Year Ended September 30, 2020
(With Comparative Totals for 2019)

2020 2019

Cash flows from operating activities
Change in net assets $ (398,813) $ (595,294)
Adjustments to reconcile change in net assets to net cash

provided by operating activities
Depreciation 729,242 772,877
Net realized and unrealized gains on investments 298,115 541,481
Contributions received and proceeds from immediate sale of

donated securities for long-term purposes (1,161,506) (563,628)
Donated other long-term assets - (52,000)
Changes in operating assets and liabilities

Accounts receivable 50,281 (18,248)
Contributions receivable 337,647 80,318
Grants receivable 393,100 (480,000)
Inventory - 30,939
Prepaid expenses 74,434 422,501
Accounts payable (77,423) (64,357)
Accrued expenses (209,661) (28,693)
Deposits 23,000 (7,000)
Deferred revenue 324,581 35,316

Net cash provided by operating activities 382,997 74,212

Cash flows from investing activities
Purchases of property and equipment (73,469) (285,170)
Purchases of investments (1,931,479) (1,465,693)
Proceeds from sales of investments 833,289 1,291,223

Net cash used in investing activities (1,171,659) (459,640)

Cash flows from financing activities
Contributions received and proceeds from immediate sale of donated

securities for long-term purposes 1,161,506 563,628
Proceeds from forgivable loan payable (Paycheck Protection

Program) 648,980 -
Net cash provided by financing activities 1,810,486 563,628

Net increase in cash and cash equivalents 1,021,824 178,200

Cash and cash equivalents, beginning of year 1,228,970 1,050,770

Cash and cash equivalents, end of year $ 2,250,794 $ 1,228,970

The accompanying notes are an integral part of these financial statements.
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Montalvo Association
Notes to Financial Statements

September 30, 2020

1. NATURE OF OPERATIONS

Montalvo Association, (also known as "Villa Montalvo", "Montalvo Arts Center", "Montalvo", or
the "Organization"), is located in the Saratoga hills of Northern California on a 175-acre estate
built in 1912 by James Duval Phelan (1861-1930).  A passionate Californian, Phelan was a three-
term mayor of San Francisco and California's first popularly-elected U.S. Senator.  Montalvo was
his favorite home and a center of artistic, political, and social life in Northern California; a
cultural haven where he invited leading writers and artists to work on artistic projects in an
environment rich in dialogue and fellowship.  Upon his death, Senator Phelan bequeathed
Montalvo to the people of California as a site for the advancement of art, music, literature, and
architecture - a legacy that continues to this day.  In 1952 Montalvo was incorporated as a public-
benefit nonprofit corporation with a mission of engaging the community in the creative process. 

As a contemporary arts center, Montalvo fosters creativity, nurtures new talent, and inspires
active engagement with the arts through commissions of new work, presentation of acclaimed and
emerging artists, and the implementation of innovative educational initiatives.  Through the
distinguished Sally and Don Lucas Artists Residency program, performing arts series, visual arts
exhibitions and related public programming, and education and outreach programs, Montalvo
connects Silicon Valley with exemplary, diverse national and international artistic opportunities.
In all its programmatic endeavors, Montalvo is guided by the belief that relevance and equality of
access to the arts are of paramount importance.

2. PROGRAMS

Sally and Don Lucas Artists Residency Program

The internationally recognized Sally and Don Lucas Artists Residency Program ("LAP" or
"Lucas Arts Program") enhances Montalvo's ability to contribute to the field through the creation
of new work by accomplished artists and creative thinkers, serves as the driving force behind its
community-based outreach programs, and gives California artists the opportunity to work in close
collaboration with peers from around the globe.

Every year, the LAP offers 100+ artists private housing, a professional staff supportive of the
creative process, and an environment conducive to individual practice, community engagement,
and the energetic exchange of ideas among international and culturally diverse Fellows.

In March 2020, Montalvo temporarily closed the physical residencies in response to the
pandemic. Instead, Montalvo provided artistic expression and community engagement through
the LAP’s online program: Scratch Space. This program, designed to engage LAP Artist Fellows
directly with the community, focused on addressing pressing issues of social relevance presented
by the artists themselves. Montalvo is anticipating opening its residency units by the end of 2021.
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Montalvo Association
Notes to Financial Statements

September 30, 2020

2. PROGRAMS (continued)

Performing Arts Series

This vibrant interdisciplinary program consists of more than 40 concerts per year, presented in
the intimate 300-seat Carriage House Theatre, the Main Hall of the historic Villa, and outdoors on
Montalvo's scenic grounds.  This program was suspended in March 2020 and will resume when it
is safe to do so. 

Exhibitions and Visual Arts Public Programming

Montalvo's visual arts program encompasses arts related classes and workshops; Open Access, a
monthly showcase of current work by artists affiliated with the LAP; and Art on the Grounds,
which includes both existing and commissioned works of art installed outdoors throughout the
property.

This year, the LAP commissioned the creation of works of art installed outdoors on Montalvo's
grounds and throughout the SF Bay Area as part of “SOCIAL: Rethinking Loneliness Together”
– an examination of isolation and loneliness in the ever-changing landscape of our urban
areas. The highlight of this timely exhibition, “lone some”, was a series of artworks featured on
25 independent public sites around the Bay Area, including billboards and bus stops. Estimated
impressions for this summer exhibition exceeded two million.

Beginning in June 2019, Montalvo offered outreach programs under the umbrella of "Montalvo
Summer Nights".  Events included "Sunset Cinema", a free movie-on-the-lawn series attended by
over 1,000 patrons; dance and arts-practice workshops; and the annual art/astronomy summer arts
festival, "Starry, Starry Night".

Education and Outreach

Montalvo's onsite education programs serve 18,000 students annually and consist of a broad
range of arts-related programs, classes, and special events.  Education programming includes the
Performing Arts Series for Students, Master Classes taught by resident artists, professional
development for teachers including the annual "Arts in Your Classroom" conference, and visual
and performing arts camps.  Montalvo's groundbreaking education programs, including the
Organization's Teaching Artist Program, have been suspended until it is safe for artists to return
to the classroom. 

Gardens and Grounds

The formal Italianate garden, historic Cactus Garden, the Oval Garden, the Love Temple, and
several miles of hiking trails comprise the estate's 175-acre grounds.  Open for free to the public
363 days a year, they serve nearly a quarter million visitors annually.
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Montalvo Association
Notes to Financial Statements

September 30, 2020

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation

The financial statements of Montalvo have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America ("U.S.
GAAP").  Net assets and changes therein are classified as follows:

 Net assets without donor restrictions - Net assets for use in general operations and not subject

to donor-imposed restrictions.  Net assets without donor restrictions may also include amounts

designated by the Montalvo board for particular uses, however, as of September 30, 2020,

there were no such board-designated net assets.

 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.  These 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.  Other

donor-imposed restrictions are perpetual in nature, where the donor stipulates that resources be

maintained in perpetuity.

Revenues are reported as increases in net assets without restrictions unless use of the related asset
is limited by donor-imposed restrictions.  Montalvo recognizes support from net assets with
donor restrictions when the restrictions imposed by the donors have been satisfied or expired.
Expenses are reported as decreases in net assets without restrictions.  Gains and losses on assets
and liabilities are reported as increases or decreases in net assets without restrictions unless their
use is restricted by explicit donor restriction or by law.  Expirations of restrictions on net assets
(i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed)
are reported as reclassifications between the applicable classes of net assets.  

Revenue from certain grants which have been classified as "exchange transactions" and program
fees are recognized as revenue in the period in which the service is provided.

Cash and cash equivalents

Cash and cash equivalents include highly-liquid investments and investments with an original
maturity of three months or less, and exclude donor restricted receipts and amounts designated for
long-term purposes.  Montalvo maintains its cash in bank deposit accounts which, at times, may
exceed federally insured limits.  Montalvo has not experienced any losses in such accounts.
Management believes it is not exposed to any significant risk on cash accounts.
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Montalvo Association
Notes to Financial Statements

September 30, 2020

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions and grants receivable

Unconditional promises to give expected to be collected in less than one year are recorded at their
net realizable value which is a reasonable estimate of fair value.  If such promises to give are due
in more than one year, they are recognized at fair value based on the present value of their
estimated future cash flows using a market rate discount.  Reserves for potential uncollectible
contributions receivable are maintained based on historical credit losses and management's
expectations.  Montalvo uses the allowance method to reserve for uncollectible receivables.  The
allowance, if any, is based on prior years' experience and management's analysis of specific
promises made by the donors.  

As of September 30, 2020, Montalvo considers all contributions and grants receivable to be fully
collectible.  Accordingly, no allowance for doubtful accounts is considered necessary. 

Conditional promises to give are not recognized until they become unconditional; that is, when
the barrier for which they depend is achieved and/or the right of return or release no longer exists.

Property and equipment

Property and equipment are recorded at cost, or estimated fair value if donated.  Equipment
purchases over $5,000 are capitalized.  The cost of repairs and maintenance which do not
improve or extend the lives of the respective assets are expensed as incurred.  Depreciation is
computed on the straight-line method based on the estimated useful lives of the assets, which
range from 3 to 30 years.  Depreciation is charged to the activity benefiting from the use of the
property or equipment.

Investments

Investments in marketable securities with readily determinable fair values are stated at fair value
using quoted market prices in the statement of financial position.  Alternative investments in
partnerships and limited liability companies are valued using a unitized net asset value ("NAV")
as reported by the general partners or fund managers.  Net asset values are subject to uncertainty
and therefore may differ from net realizable value.  Net investment income or loss (including
realized and unrealized gains and losses on investments, interest, dividends, and investment fees)
is included in the statement of activities as an increase or decrease in unrestricted net assets unless
the income or loss is restricted by donor or law.  
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Montalvo Association
Notes to Financial Statements

September 30, 2020

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair value measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability (an exit price) in an orderly transaction between market participants at the measurement
date.  In determining fair value, Montalvo uses various valuation approaches.  A hierarchy has
been established for inputs used in measuring fair value that maximizes the use of observable
inputs and minimizes the use of unobservable inputs by requiring that the most observable inputs
be used when available.  Observable inputs are inputs that market participants would use in
pricing the asset or liability developed based on market data obtained from sources independent
of Montalvo.  Unobservable inputs are inputs that reflect Montalvo's assumptions about what
market participants would use in pricing the asset or liability developed based on the best
information available in the circumstances.

The following methods and assumptions were used to estimate the fair value of financial
instruments:

 Level 1 - Values are unadjusted quoted prices for identical assets and liabilities in active

markets accessible at the measurement date.

 Level 2 - Inputs include quoted prices for similar assets or liabilities in active markets, quoted

prices from those willing to trade in markets that are not active, or other inputs that are

observable or can be corroborated by market data for the term of the instrument.  Such inputs

include market interest rates and volatilities, spreads and yield curves.

 Level 3 - Certain inputs are unobservable (supported by little or no market activity) and

significant to the fair value measurement.  Unobservable inputs reflect Montalvo's estimate of

what hypothetical market participants would use to determine a transaction price for the asset

or liability at the reporting date.

Long-lived assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that their carrying amounts may not be recoverable.  Recoverability of assets is measured
by comparison of the carrying amount of the asset to the net undiscounted future cash flows
expected to be generated from the asset.  If the future undiscounted cash flows are not sufficient
to recover the carrying value of the assets, the assets' carrying value is adjusted to fair value.
Donated equipment is recorded as a contribution at its estimated fair value on the date of receipt.
Such donations are reported as unrestricted support unless the donor has restricted the donated
asset for a specific purpose.  Absent explicit donor stipulations about how long those long-lived
assets must be maintained, Montalvo reports expirations of donor restrictions when the donated or
acquired long-lived assets are placed in service.  
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Montalvo Association
Notes to Financial Statements

September 30, 2020

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred revenue

Montalvo receives payments during the year in advance for various performances and for park
rental.  As of September 30, 2020, $1,174,167 had not been earned and has been recorded as
deferred revenue.

Contributions in-kind

Donated equipment and other donated goods are recorded at their estimated fair value as of the
date of the donation.  The contributions of services are recognized only if they (a) create or
enhance nonfinancial assets or (b) require specialized skills that are provided by individuals
possessing those skills and would typically need to be purchased if not provided by donation.
Montalvo also receives donated services that do not require specific expertise but which are
nonetheless central to Montalvo's operations.  While these contributed services are not reflected
in the financial statements, the estimated value of these services is disclosed in Note 13.

Functional expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the accompanying statement of activities and statement of functional expenses.
Accordingly, certain costs have been allocated among the programs and supporting services
benefited.  Indirect expenses are allocated based upon estimated functional usage by time, square
footage or other appropriate means.

Advertising costs

Montalvo's policy is to expense advertising costs as the costs are incurred.  Advertising expense
for the year ended September 30, 2020 totaled $185,694.

Collections

Collection items acquired either through purchase or donation are not capitalized.  Purchases of
collection items are recorded as decreases in net assets without donor restrictions if purchased
with unrestricted assets and as decreases in net assets with donor restrictions if purchased with
donor-restricted assets.  Contributions of collection items are not recognized in the statement of
activities.  Proceeds from deaccessions or insurance recoveries are reflected in the statement of
activities based on the absence or existence and nature of donor-imposed restrictions.
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Montalvo Association
Notes to Financial Statements

September 30, 2020

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income tax status

Montalvo has tax-exempt status under Section 501(c)(3) of the Internal Revenue Code and
Section 23701(d) of the California Revenue Taxation Code.  Accordingly, no provision for
income taxes has been made in the accompanying statements.  In addition, Montalvo qualifies for
the charitable contribution deduction under Section 170(b)(1)(A) of the Internal Revenue Code
and has been classified as an organization that is not a private foundation under Section 509(a)(1)
of the Internal Revenue Code.

Montalvo is exempt from federal income taxes except on net income, if any, derived from
unrelated businesses activities.  The Organization holds alternative investments in certain
partnership and limited liability companies that may generate unrelated business taxable income
or loss.

Montalvo evaluated its current tax positions and has concluded that as of September 30, 2020,
Montalvo does not have any significant uncertain tax positions for which a reserve or disclosure
would be necessary.

Use of estimates

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

Summarized comparative financial information

The financial statements include certain prior year summarized comparative information in total
but not by net asset class.  Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles.  Accordingly, such
information should be read in conjunction with Montalvo's financial statements for the year ended
September 30, 2019, from which the summarized information was derived.  
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Montalvo Association
Notes to Financial Statements

September 30, 2020

4. CHANGE IN ACCOUNTING PRINCIPLES

ASC Topic 606 "Revenue from Contracts with Customers"

In May 2014, Financial Accounting Standards Board ("FASB") issued Accounting Standards
Update ("ASU") No. 2014-09, Revenue from Contracts with Customers ("Topic 606"), which
supersedes the revenue recognition requirements in ASC Topic 605, Revenue Recognition
("Topic 605").  Topic 606 requires the recognition of revenue when promised goods or services
are transferred to customers in the amount that reflects the considerations to which the entity
expects to be entitled to in exchange for those goods or services.  Topic 606 also includes
Subtopic 340-40, Other Assets and Deferred Costs - Contracts with Customers, which discusses
the deferral of incremental costs of obtaining a contract with a customer, including the period of
amortization of such costs.  Collectively, the Organization refers to Topic 606 and Subtopic 340-
40 as the "New Standard".

The Organization adopted the requirements of the New Standard as of October 1, 2019, utilizing
the modified retrospective method of transition and only applied the standard to contracts that
were still active or in place at that date.  Adoption of the New Standard resulted in changes to the
Organization's accounting policies for revenue recognition.  Results for reporting periods
beginning after October 1, 2019 are presented under Topic 606, while prior period amounts are
not adjusted and continue to be reported in accordance with the Organization's historical
accounting under Topic 605.

The New Standard modified the method in which revenue for rentals and auctions is recognized,
such that the revenue is recognized upon satisfaction of the performance obligation delivery.
Prior to implementing the new standard, the Organization recognized revenue from rentals and
auctions upon receipt of non-refundable payments. The Organization recorded a net decrease to
net assets of $371,582 as of October 1, 2019 due to the cumulative impact of adopting the New
Standard.

The affects of the New Standard were as follows:

Balance at
September 30,

2019 Adjustments

Balance at
October 1,

2019

Liabilities
Deferred revenue $ 478,004 $ 371,582 $ 849,586

Net assets
Undesignated without donor restrictions $ 7,931,886 $ (371,582) $ 7,560,304
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Montalvo Association
Notes to Financial Statements

September 30, 2020

4.  CHANGE IN ACCOUNTING PRINCIPLES (continued)

ASU 2018-08 "Clarifying the Scope and the Accounting Guidance for Contributions Received
and Contributions Made"

In June 2018, the FASB issued ASU 2018-08, Clarifying the Scope and the Accounting Guidance
for Contributions Received and Contributions Made (Topic 958), which clarifies the criteria for
evaluating whether a transaction is a contribution or an exchange transaction and whether a
contribution is conditional or unconditional.  The Organization adopted the provisions of ASU
2018-08 effective October 1, 2019. The adoption of the standard resulted in no significant
changes to the way the Organization recognizes revenue, and therefore no retrospective changes
to the previously issued audited financial statements were required.  

5. CONTRIBUTIONS AND GRANTS RECEIVABLE

Accounts receivable consisted of the following:

Due in less than one year $ 390,700
Due in one to five years 292,400
Due in more than five years 210,000

893,100
Less: discount on multi-year contributions and grants receivable (5,643)

$ 887,457

For contributions and grants expected to be collected in more than one year, a present value
discount is estimated based on an applicable market rate at the time of the promise as adjusted for
credit and other donor specific risks.  The risk-adjusted discount rates on contributions and grants
receivable as of September 30, 2020 ranged from 0.12% to 0.69%.

6. INVESTMENTS

The Organization has investments with Beacon Pointe Advisors, LLC, the Organization's
investment manager.  In addition to marketable securities, which consist of money market funds,
domestic and international marketable equity securities, debt securities, and certificates of deposit
with original maturity dates greater than three months, the Organization also holds alternative
investments in limited liability companies and partnerships. 

15



Montalvo Association
Notes to Financial Statements

September 30, 2020

6. INVESTMENTS (continued)

The Organization has a membership interest in Partners Group Private Equity (Master Fund),
LLC ("Partners Group" or "the Fund").  The Fund generally seeks attractive long-term capital
appreciation by investing in a diversified private equity portfolio.  In particular, the Fund seeks to
achieve its objective to earn superior risk-adjusted returns by systematically overweighing the
vehicles, segments and opportunities that the Fund believes offer the most attractive relative value
at a given point in time.  Redemptions are not permitted during the life of the Fund.
Consequently, members may not be able to liquidate their investment other than as a result of
repurchases of units offered  periodically by the Fund.  As of  September 30, 2020, the carrying
value of investment in Partners Group was $1,144,544.  Partners Group (USA) Inc. serves as the
Fund's manager.  The Fund's financial statements are audited annually as of March 31 each year. 

The Organization has a limited partnership interest in Redwood-Kairos Real Estate Value Fund
VI LP ("Redwood-Kairos" or "the Fund").  The Fund's strategy is to acquire, manage, improve,
renovate, rehabilitate, repair, operate, hold for investment, and dispose of real estate related
equity or debt investments.  Real estate property types may include: multifamily (including
student housing, senior housing, or manufactured housing), office and industrial buildings
(including medical office), grocery and pharmacy anchored and convenience retail.  In particular,
the Fund seeks to achieve its objective by investing through different parts of the capital
structure, including but not limited to: real estate fee, joint venture, preferred equity, mezzanine
loans, and subordinate debt.  Subject to limited exceptions, a limited partner may not sell, assign,
or transfer any interest in the Fund without the prior written consent of the general partner, which
may be given or withheld in the general partner's sole and absolute discretion.  Further, a limited
partner may not withdraw any amount from the Fund.  As of September 30, 2020, the carrying
value of investment in Redwood-Kairos was $749,236.  Kairos Investment Management
Company, LLC serves as the Fund's manager. The Fund's financial statements are audited
annually as of December 31 each year. 

The fair value of the Organization's investments in both Partners Group and Redwood-Kairos are
not readily determinable and are reported to the Organization by the fund managers at net asset
value which the Organization uses as a practical expedient to fair value.
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6. INVESTMENTS (continued)

The following table sets forth by level, within the fair value hierarchy, the Organization's assets at
fair value as of September 30, 2020:

Level 1 Level 2 Level 3 Fair Value

Money market funds $ 1,878,963 $ - $ - $ 1,878,963
Fixed income - 1,041,328 - 1,041,328
Exchange traded funds 2,705,291 - - 2,705,291
Domestic equity funds 8,047,893 - - 8,047,893
Domestic bond funds 2,078,789 - - 2,078,789

$ 14,710,936 $ 1,041,328 $ - 15,752,264

*Investments measured at NAV 1,893,780

$ 17,646,044

* The fair value amounts presented in this table are intended to permit reconciliation of the fair
value hierarchy to the line items presented in the statement of financial position.  The
Organization's investments in Partners Group and Redwood-Kairos are measured at net asset
value of the funds, therefore should not be categorized within the fair value hierarchy.

The following table lists information related to investments measured at fair value on a recurring basis
using NAV as the practical expedient by major category:

Product
NAV in
Funds

Unfunded
Commitments Redemption Terms

Redemption
Restrictions

Partners Group $ 1,144,544 N/A Ineligible N/A
Redwood-Kairos $ 749,236 N/A Ineligible N/A
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7. PROPERTY AND EQUIPMENT

Property and equipment (at historical acquisition cost) consisted of the following:

Artist residency $ 8,848,728
Building improvements 5,724,769
Land improvements 2,855,262
Carriage house 1,568,998
Office equipment 877,515
Gallery 488,022
Furniture and fixtures 482,730
Land 53,000
Automobiles 31,547
Construction in progress 24,697

20,955,268
Accumulated depreciation (13,561,472)

$ 7,393,796

Depreciation expense for the year ended September 30, 2020 totaled $729,242.

8. LINE OF CREDIT

At September 30, 2020, Montalvo had an available line of credit to finance cash flow in the
amount of $800,000.  The line of credit matures in June 2021.  During the year ended
September 30, 2020, no interest expense was incurred and there was no outstanding balance on
the line of credit as of September 30, 2020.  The line of credit bears interest at the U.S. prime rate
plus 1%.  As of September 30, 2020, the interest rate was 3.75%.  

9. FORGIVABLE LOAN PAYABLE - PAYCHECK PROTECTION PROGRAM

On May 6, 2020, the Organization received loan proceeds of $648,980 from a promissory note
under the Paycheck Protection Program ("PPP") which was established under the Coronavirus,
Aid, Relief, and Economic Security ("CARES") Act and is administered by the U.S. Small
Business Administration. The term on the loan is two years and the annual interest rate is 1%.
Principal and interest payments are deferred for the first ten months of the loan. Under the terms
of the CARES Act, PPP loan recipients can apply for and be granted forgiveness for all or a
portion of the loans granted under PPP. Such forgiveness will be determined based on the use of
the loan proceeds for payroll costs, rent and utility expenses and maintenance of workforce, and
compensation levels within certain limitations. The Organization believes it will likely qualify for
forgiveness, but there is uncertainty around standards and operation of the PPP, and no assurance
is provided that Montalvo will obtain forgiveness in whole or in part. The PPP loan will be
recognized as income in the period the Organization receives legal release and approval of
forgiveness.
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10. NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consisted of the following:

Support for capital projects $ 1,001,007
Support for events 499,603
Time restricted contributions 378,258
Support for other purposes 4,324
Support for art acquisition 79,615
Support for LAP 22,020
Support for education 15,538
Unappropriated endowment earnings 11,897
Endowment funds held in perpetuity 16,928,340

$ 18,940,602

As of September 30, 2020, $327,444 of endowment net assets are included as contributions and
grants receivable in the accompanying statement of financial position.  

11. NET ASSETS RELEASED FROM DONOR RESTRICTIONS

Accounts receivable consisted of the following:

Time restricted contributions $ 295,170
Support for events 159,438
Support for capital projects 150,499
Support for other purposes 96,389
Support for education 58,500
Support for LAP 53,730
Appropriation of endowment earnings 350,000

$ 1,163,726

12. ENDOWMENT

The Organization's endowment consists of several individual funds established for a variety of
purposes.  Its endowment includes only donor-restricted endowment funds.  As required by U.S.
GAAP, net assets associated with endowment funds, including funds designated by the Board of
Trustees to function as endowments, are classified and reported based on the existence or absence
of donor-imposed restrictions.
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12. ENDOWMENT (continued)

Interpretation of relevant law

The Organization's Board of Trustees has interpreted UPMIFA 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
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 UPMIFA.

In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the organization and the donor-restricted endowment fund

(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments

(6) Other resources of the Organization

(7) The investment policies of the Organization

Return objectives and risk parameters

The Organization 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 Organization must hold in perpetuity or for a donor-
specified period(s).  Under this policy, as approved by the Board of Trustees, the Organization
diversifies its investments, subject to practicality constraints, among a variety of asset classes so
as to provide a balance that will enhance total real return while avoiding undue risk concentration
in any single asset class or investment category. 
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12. ENDOWMENT (continued)

Spending policy

In accordance with, and subject to, the principal requisite UPMIFA factors set forth above, the
Organization's distribution guidelines are as follows:

The Organization's Finance Committee may authorize disbursement each fiscal year, for the
general budgetary purposes of the Organization, 4%-6% of the twelve quarter rolling average
asset value for the three year period prior to December of that fiscal year based on the Finance
Committee's annual determination.  

In addition, no borrowing from the donor-restricted endowment fund may be allowed at any time
except in accordance with specific donor intentions.  Except for the UPMIFA requirements and
the guidelines regarding distribution of principal or borrowing from the donor-restricted
endowment fund as set forth in detail above, the Organization's distribution guidelines may be
modified at the sole discretion of the Board of Trustees as may be necessary to meet the needs of
the Organization.

Endowment composition

Endowment net asset composition by type of fund as of September 30, 2020 is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Original donor-restricted amount required
to be held in perpetuity $ - $ 16,928,340 $ 16,928,340

Unappropriated earnings on endowment
funds - 11,897 11,897

$ - $ 16,940,237 $ 16,940,237

Changes in endowment net assets for the fiscal year ended September 30, 2020 is as follows:

Without Donor
Restrictions

With Donor
Restrictions Total

Balance, September 30, 2019 $ - $ 17,314,161 $ 17,314,161

Net investment return - 288,704 288,704
Contributions - 38,280 38,280
Appropriated investment earnings - (350,000) (350,000)
Change in donor-imposed restriction - (350,908) (350,908)

Balance, September 30, 2020 $ - $ 16,940,237 $ 16,940,237
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13. CONTRIBUTIONS IN-KIND

The estimated fair value of donated works of art, furniture and fixtures, supplies, expert services
and facilities are recorded as contributions.

Contributions in-kind consisted of the following:

Advertising $ 18,472
Artwork 17,250
Furniture and fixtures 11,454
Supplies 6,108
Other 2,765

56,049
Special events 32,112

$ 88,161

During the year ended September 30, 2020, Montalvo also received donated services from
volunteers that do not require specific expertise but which are nonetheless central to Montalvo's
operations.  During the year ended September 30, 2020, volunteers and the Montalvo Service
Group contributed 10,625 hours of services in support of cultural arts activities.  The estimated
value of volunteer hours based on the nature of the service and the amount of time donated is
estimated to be $300,050.  In accordance with U.S. GAAP, the value of these services is not
reflected in the financial statements.

14. RELATED PARTY

Montalvo's volunteer executive board members are active in both the oversight of the fundraising
events, activities and making private contributions.  Contributions received from Board of Trustee
members totaled approximately $883,544 for the year ended September 30, 2020.

15. EMPLOYEE BENEFIT PLAN

During 2000, Montalvo established a defined contribution plan for all eligible employees who are
18 years or above and have completed three months of service.  Montalvo was allowed to make a
discretionary contribution.  During 2016, the plan was amended to provide for an employer
matching contribution.  Employer matching contributions made to the plan by Montalvo totaled
$37,836 during the year ended September 30, 2020.

16. COLLECTIONS

Montalvo's collections are comprised of art objects held for educational and artistic purposes.
Each item is cataloged, preserved, and cared for, and activities assessing their condition are
performed periodically.  Proceeds from sales of collection items are used solely to acquire other
items for collections. 
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16. COLLECTIONS (continued)

During the year ended September 30, 2020, Montalvo received donated collection items totaling
$120,000 which are not recognized in the accompanying financial statements. 

17. MONTALVO SERVICE GROUP

The Montalvo Service Group (the "MSG") was established in 1954.  Its primary purpose is to
provide financial assistance to Montalvo.  The MSG is an internal part of Montalvo, but operates
under separate bylaws as a committee of Montalvo.  During the year ended September 30, 2020,
cash of approximately $52,568 was transferred by the MSG to Montalvo primarily for various
facility repairs.  

18. LIQUIDITY AND FUNDS AVAILABLE

As part of Montalvo's liquidity management, it structures its financial assets to be available as its
general expenditures, liabilities, and other obligations come due.  To meet liquidity needs,
Montalvo has cash and investments available as well as a line of credit.  Contributions, grants and
other receivables that are considered current will be collected within one year from the date of the
statement of financial position.  

Long-term investments primarily include donor-restricted endowment funds.  While some of
Montalvo's long-term investments are subject to redemption restrictions making them unavailable
for liquidation within one year, such funds are maintained within Montalvo's donor-restricted
endowment portfolio and subject to Montalvo's endowment investment and spending policies.
Montalvo's donor-restricted endowment net assets also include $245,644 of contributions
receivable as of September 30, 2020 expected to be collected beyond one year.  As described in
Note 12, Montalvo's Finance Committee may appropriate 4%-6% of the fair market value of
endowment funds each year for general operating needs.  Accordingly, Montalvo expects to
appropriate approximately $650,000 to support general operations during the fiscal year ended
September 30, 2021.   
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18. LIQUIDITY AND FUNDS AVAILABLE (continued)

Montalvo's financial assets available as of September 30, 2020 to meet general expenditures and
other obligations as they become due for one year were as follows:

Financial assets
Cash and cash equivalents $ 2,250,794
Accounts receivable, net 18,303
Contributions receivable 158,800
Grants receivable 231,900
Investments 17,646,044

20,305,841

Less amounts unavailable to support general expenditures
Cash held by MSG for Villa and Grounds (186,286)
Donor-restricted endowment (less appropriation for fiscal year 2021) (16,290,237)

(16,476,523)

$ 3,829,318

In addition, Montalvo has an available line of credit of $800,000 which may be used to
supplement financial assets available for general expenditures.

19. RISKS AND UNCERTAINTIES

In December 2019, an outbreak of the novel strain of coronavirus ("COVID-19") originated in
Wuhan, China and has since spread to a number of other countries, including the United States
("U.S").  On March 11, 2020, the World Health Organization characterized COVID-19 as a
pandemic.  In addition several states in the U.S., including California, where Montalvo is located,
have declared a state of emergency. In response, the U.S. Government enacted the CARES Act,
Which includes significant provisions to provide relief and assistance to affected organizations. 

COVID-19 could adversely affect the economies and financial markets of many countries,
namely the U.S., resulting in an economic downturn that could affect Montalvo in a variety of
ways. The Organization cannot anticipate all of the ways that COVID-19 could adversely affect
the Organization's operations.  Although the Organization is continuing to monitor and assess the
effects of the COVID-19 pandemic on the Organization's operations, the ultimate impact of the
COVID-19 outbreak, CARES Act, and other governmental initiatives is highly uncertain and
subject to change.

20. SUBSEQUENT EVENTS

The Organization has evaluated subsequent events through April 28, 2021, the date the financial
statements were available to be issued.  

In November 2020, the Organization satisfied a conditional promise to give from one individual
donor to spend on capital contributions and received $971,210 in cash and stock.
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20. SUBSEQUENT EVENTS (continued)

On February 23, 2021, the Organization executed a second promissory note under the PPP
administered by the U.S. Small Business Administration for approximately $648,000. The
Organization can apply for and be granted forgiveness for all or a portion of the loan granted
under PPP. Such forgiveness will be determined based on the use of the loan proceeds for payroll
costs, rent and utility expenses and maintenance of workforce, and compensation levels within
certain limitations. The Organization believes it will likely qualify for forgiveness, but there is
uncertainty around standards and operation of the PPP, and no assurance is provided that
Montalvo will obtain forgiveness in whole or in part. 

No other subsequent events have occurred that would have a material impact on the presentation
of the Organization's financial statements.
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