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Cudney, Ecord, McEnroe & Mullane L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors of 
The National Museum of Toys/Miniatures 
Kansas City, Missouri 

We have audited the accompanying financial statements of The National Museum of 
Toys/Miniatures (a nonprofit, private foundation), which comprise the statement of financial 
position as of December 31, 2018, 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 The National Museum of Toys/Miniatures as of December 31, 
2018, 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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ASSETS

Cash and cash equivalents 428,187$   
Investments (Note 3) 1,918,919  
Inventories 32,153 
Restricted for endowment (Note 6):

Unconditional promises to give (Note 5) 6,000,000  
Investments (Note 3) 16,084,730  

Property and equipment, less accumulated
depreciation (Notes 1 and 4) 8,789,312  

Collection of artifacts (Note 1) -  
Other assets 2,500 

Total assets 33,255,801$   

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable 58,413$   

Total liabilities 58,413 

Net assets:
Without donor restrictions 9,112,658  
With donor restrictions (Note 6) 24,084,730  

Total net assets 33,197,388  

Total liabilities and net assets 33,255,801$   

THE NATIONAL MUSEUM OF TOYS/MINIATURES

STATEMENT OF FINANCIAL POSITION

December 31, 2018

See the accompanying notes. 
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Without Donor With Donor 
Restrictions Restrictions Total

Support, revenue and reclassifications:
Contributions (Note 1) 478,777$       -$  478,777$  
Grant 16,884           - 16,884 
Memberships 9,026 - 9,026 
      Total support 504,687         - 504,687           

Admissions 131,080         - 131,080           
Merchandise sales 66,142           - 66,142 
Miscellaneous income 1,136 - 1,136 
Investment return (107,417)        (902,524)        (1,009,941) 

Total revenues 90,941           (902,524)        (811,583) 

Net assets released from restrictions 560,000         (560,000)        - 
Total support, revenues, and reclassifications 1,155,628      (1,462,524)     (306,896) 

Expenses:
Program services:

Exhibits and collections management 710,661         - 710,661           
Educational programs 157,539         - 157,539           
Retail services 70,717           - 70,717 

Total program services 938,917         - 938,917           

Supporting services:
Management and general 271,845         - 271,845           
Fundraising and development 51,252           - 51,252 
Marketing and public relations 190,031         - 190,031           

Total supporting services 513,128         - 513,128           

Total expenses 1,452,045      - 1,452,045 

Change in net assets before collection items
and other adjustments (296,417)        (1,462,524)     (1,758,941) 

Disposal of capital assets (835) - (835) 
Collection purchases (Note 1) (14,952)          - (14,952) 

Change in net assets (312,204)        (1,462,524)     (1,774,728) 

Net assets, beginning of year 9,424,862      25,547,254    34,972,116 

Net assets, end of year 9,112,658$    24,084,730$  33,197,388$    

THE NATIONAL MUSEUM OF TOYS/MINIATURES
STATEMENT OF ACTIVITIES

For the year ended December 31, 2018

See the  accompanying notes.
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Marketing 
Exhibits and Management Fundraising and 
Collections Educational Retail Sub- and and Public Sub-

Management Programs Services Total General Development Relations Total Total

Building repairs, maintenance 
and supplies 44,489$   2,548$   1,528$   48,565$   4,074$   -$  -$  4,074$   52,639$   

Rent for storage unit for collection 
pieces not on display 24,399  -  -  24,399  -  -  -  -  24,399  

Utilities 21,840  1,173  704  23,717  1,877  -  -  1,877  25,594  
Insurance and security 23,801  1,417  850  26,068  2,267  -  -  2,267  28,335  
Exhibit setup and freight 12,712  -  -  12,712  -  -  -  -  12,712  
Office supplies and expense 5,025  - 1,152 6,177  4,352  -  -  4,352  10,529  
Professional services 5,316  - - 5,316  21,639  -  -  21,639  26,955  
Interns 4,875  6,296  - 11,171 -  -  -  -  11,171  
Programming supplies - 18,011 - 18,011 -  -  -  -  18,011  
Education and training - 4,955 - 4,955 -  -  -  -  4,955  
Bank charges - - 4,115  4,115 1,056  -  -  1,056  5,171  
Merchandise and freight - - 31,385  31,385 -  -  -  -  31,385  
Miscellaneous - - -  -  3,607  -  -  3,607  3,607  
Taxes - - -  -  12,370  -  -  12,370  12,370  
Print ads and internet advertising - - -  -  -  -  51,601  51,601  51,601  
Media services and photography - - -  -  -  -  42,652  42,652  42,652  
Printing - - -  -  -  -  28,242  28,242  28,242  
Development - - -  -  - 10,508 - 10,508 10,508  
Payroll, taxes and benefits 220,856  102,464  18,578  341,898  187,522  40,744 67,536  295,802  637,700  
Depreciation 347,348  20,675  12,405  380,428  33,081  -  -  33,081  413,509  

 Total 710,661$   157,539$   70,717$   938,917$    271,845$   51,252$   190,031$    513,128$    1,452,045$   

THE NATIONAL MUSEUM OF TOYS/MINIATURES
STATEMENT OF FUNCTIONAL EXPENSES

For the year ended December 31, 2018

See the  accompanying notes.
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Cash flows from operating activities:
Change in net assets (1,774,728)$    
Adjustments to reconcile change in net assets
 to net cash provided by operating activities:

Depreciation 413,509 
Acquisition of artifacts 14,952  
Investment income restricted for long-term purposes (384,310) 
Net realized and unrealized losses on investments 1,439,385 
Disposal of fixed assets 835  
Increase in operating assets:

Inventories (5,822)  
Decrease in operating liabilities:

Accounts payable (12,992) 

Net cash used by operating activities (309,171) 

Cash flows from investing activities:
Purchases of property and equipment (24,195) 
Acquisition of artifacts (14,952) 
Purchase of investments (1,713,982) 
Proceeds from the sale of investments 1,842,060 

Net cash provided by investing activities 88,931  

Cash flows from financing activities:
Restricted investment income 384,310 

Increase in cash and cash equivalents 164,070 

Cash  and cash equivalents, beginning of year 264,117 

Cash and cash equivalents, end of year 428,187$  

THE NATIONAL MUSEUM OF TOYS/MINIATURES

STATEMENT OF CASH FLOWS

For the year ended December 31, 2018

See the accompanying notes.
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THE NATIONAL MUSEUM OF TOYS/MINIATURES 

NOTES TO FINANCIAL STATEMENTS 

December 31, 2018 

1. Organization and Summary of Significant Accounting Policies

Nature of activities

The National Museum of Toys/Miniatures (the Museum), a Missouri not-for-profit 
corporation and a private foundation, opened its doors on October 20, 1982.  Operating in 
the former Tureman Mansion, leased from the University of Missouri - Kansas City (UMKC), 
the 7,000 square foot museum had two full-time staff members who assisted Museum 
founders Mary Harris Francis and Barbara Marshall. 

The Museum was built from and fueled by the passion of the two friends who loved 
collecting and sharing the wonder of their collections with others.  With prompting from 
family and friends, Mary Harris and Barbara formed the Toy and Miniature Museum 
Foundation to begin seeding the long-term sustainability of the Museum.  They donated 
their personal collections along with their own funds and then began a major fundraising 
effort.  Over the next thirty years with expansions in 1989 and 2004, the Museum grew to 
33,000 square feet.  During the same period, the collection increased to over 72,000 
objects.  In 2012, the Museum embarked on its first public capital campaign to support 
building and exhibit improvements.  The Museum reopened on August 1, 2015 with new 
exhibits and interactives featuring the world’s largest collection of fine-scale miniatures 
and one of the nation’s largest antique toy collections on public display.  The Museum 
welcomes approximately 33,000 visitors annually.    

Since the beginning, the Museum's mission has been to educate, inspire, and 
delight adults and children through the collection and preservation of toys and miniatures. 
Over its thirty-year history, the Museum has provided a portal to the past, a chronicle of 
the ways in which our imaginations have both reflected and inspired our rich history, the 
evolution of our material culture, and the creativity of our artistic expression.  

The Museum has also agreed to follow the American Alliance for Museum's National 
Standards & Best Practices for U.S. Museums, which calls for commitment to public 
accountability and transparency as well as compliance with applicable local, state and 
federal laws, codes and regulations.  

The Museum and its programs are supported by donor contributions, an agreement 
with the University of Missouri - Kansas City for the lease and maintenance of the 
Museum, an endowment, and revenues from admissions, memberships, and the sale of 
merchandise.  For financial statement purposes, the Museum's current programs are as 
follows: 

Exhibits and collections management - includes the curator, collections 
coordinator, and a temporary cataloging staff who are involved with cataloging, 
preserving, storing, researching, and exhibiting the collection.     

The National Museum of Toys and Miniatures

Page 8 of 15



7 

1. Organization and Summary of Significant Accounting Policies (continued)

Educational programs - includes personnel and other costs associated with the 
Museum’s public and educational programs.   

Retail services - includes personnel and other costs associated with the Museum's 
gift shop. 

Financial statement presentation 

The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with generally accepted accounting principles.  Net assets and 
revenues, expenses, gains, and losses are classified based on the existence or absence of 
donor-imposed restrictions.  Accordingly, net assets of the Museum and related changes 
are classified and reported as follows: 

Net assets without donor restrictions - Net assets that are not subject to donor-
imposed stipulations. 

Net assets with donor restrictions - Net assets subject to donor-imposed 
stipulations that may or will be met, either by actions of the Museum or the 
passage of time.  Other donor restrictions are perpetual in nature, whereby the 
donor has stipulated that the funds be maintained permanently by the Museum. 
When a restriction expires, net assets with donor restrictions are reclassified to net 
assets without donor restrictions and reported as net assets released from 
restrictions.  However, donor-imposed stipulations that are met in the same 
reporting period are shown as unrestricted support. 

Collections 

Pursuant to the guidelines of the American Alliance for Museums (AAM) and the 
American Association for State and Local History (AASLH), the collection has not been 
capitalized because it is not a financial asset.  Rather it constitutes a separate category of 
resource directly fulfilling the institutional missions, legal responsibilities, and fiduciary 
obligations.  The Museum has agreed to follow the AASLH's Statement of Professional 
Standards and Ethics, which specifically concludes that collections shall not be capitalized 
nor treated as financial assets. 

Contributions 

Contributions, including unconditional promises to give, are recorded as made. 
Conditional promises to give are recognized when the conditions on which they depend are 
substantially met.  Unconditional promises to give due in the next year are recorded at 
their net realizable value.  Unconditional promises to give due in subsequent years are 
reported at the present value of their net realizable value, using an appropriate discount 
rate applicable to the years in which the promises are to be received.   

Merchandise inventory 

Inventory consists of merchandise for resale and is carried at the lower of average 
cost or market value. 

The National Museum of Toys and Miniatures
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1. Organization and Summary of Significant Accounting Policies (continued)

Investments 

Investments are reported at cost if purchased, or fair value if donated.  Thereafter, 
investments are reported at fair value in the statement of financial position, with unrealized 
gains and losses included in the change in net assets.  In conformity with US GAAP, fair 
values are determined based on various levels of inputs.  The Museum’s inputs are Level 1 
valuation inputs which consist of actual quoted prices for identical investments based on 
the markets in which they are traded.      

Investments consist of money market, equity, fixed income and commodity mutual 
funds and other investments held by The Commerce Trust Company. 

Property and equipment 

The Museum facility is owned by UMKC.  Facility improvements by the Museum of 
approximately $11.2 million are reflected at cost in the financial statements and are being 
depreciated over the shorter of their estimated useful lives or the term of the UMKC 
agreement, including renewals.  Capital assets are defined as assets with an initial 
individual cost of $500 or more and an estimated useful life greater than one year.   

Donations of property and equipment are recorded as net assets without donor 
restrictions at their estimated fair value unless the donor has restricted the donated asset 
to a specific purpose. Assets donated with explicit restrictions regarding their use and 
contributions of cash that must be used to acquire property and equipment are reported as 
net assets with donor restrictions.  Absent donor stipulations regarding how long those 
donated assets must be maintained, the Museum reports expirations of donor restrictions 
when the donated or acquired assets are placed in service by reclassifying net assets with 
donor restrictions to net assets without donor restrictions.  Depreciation is calculated 
using straight-line and accelerated methods over the following estimated useful lives: 

Years 
Exhibition space and facility improvements 5-50
Equipment and furnishings  3-7

Income taxes and accounting for tax positions 

The Museum is a private operating foundation under Internal Revenue Code Section 
501(c)(3).  As a result, contributions to the Museum may qualify as charitable 
contributions deductible under the Internal Revenue Code.   

Generally accepted accounting principles prescribe standards for the recognition, 
measurement and disclosure of tax positions.  For not-for-profit organizations, tax 
positions include an entity’s status as tax exempt, and whether it is subject to tax on 
unrelated business income.  Management does not believe there are any uncertain tax 
positions that would affect its exempt status or result in any tax on unrelated business 
income.  The Museum is subject to a 2% excise tax on net investment income which 
resulted in a tax for 2018 of $11,565.   

The National Museum of Toys and Miniatures
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1. Organization and Summary of Significant Accounting Policies (continued)

Related party activity 

 In 1987, the Museum entered into an agreement with the UMKC to lease certain 
premises to be used as a museum, educational center and exhibition area for antique toys 
and miniatures at $1 per year.  The original five-year term commenced on January 1, 1987 
with options to extend the lease for three successive periods of twenty-five years each.  If 
the Museum exercises all three options, the lease is set to expire on December 31, 2067. 
Utilities, other than telephone services, are paid by UMKC, who is responsible for external 
and structural maintenance and repair of the premises including year-round maintenance. 
Employees of the Museum are treated as UMKC employees and the Museum reimburses 
UMKC for all compensation.  Museum employees are covered under UMKC's pension plan. 
 The Museum reimbursed UMKC $622,857 for payroll and benefits in 2018.  The payable 
due from the Museum to UMKC for payroll and related benefits was $51,562 as of 
December 31, 2018.   

Functional expenses 

The Museum allocates its costs on a functional basis among its various programs 
and supporting services.  Costs that can be identified with a specific program or supporting 
service are allocated directly according to their natural expenditure classification.  Other 
costs common to several functions are allocated by management.   

The expenses that are allocated include the following: 

Expense Method of Allocation 

Payroll, taxes and benefits Time and effort 
Building repairs and maintenance Square footage 
Insurance and security Square footage 
Utilities Square footage 
Depreciation  Square footage 

Advertising 

The costs of advertising are expensed when incurred and were $51,601 in 
2018. 

Cash and cash equivalents 

The Museum considers all highly liquid investments with an initial maturity of three 
months or less, other than those restricted for long-term purposes, to be cash equivalents. 

Donated services 

Generally accepted accounting principles provide for the recording of contributions 
of donated services at their fair values in the period received if they create or enhance 
nonfinancial assets or require specialized skills, are provided by individuals possessing 
those skills, and would typically need to be purchased if not provided by donation. 
Although a substantial number of volunteers have donated a significant amount of their 
time to the Museum's programs, no amount has been recorded.   

The National Museum of Toys and Miniatures
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1. Organization and Summary of Significant Accounting Policies (continued)

Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
certain reported amounts and disclosures.  Accordingly, actual results could differ from 
those estimates. 

New accounting pronouncement 

On August 18, 2016, the FASB issued ASU 2016-14, Not-For-Profit Entities (Topic 
958) – Presentation of Financial Statements of Not-for-Profit Entities.  The update addresses
the complexity and understandability of net asset classification, deficiencies in information
about liquidity and availability of resources, and the lack of consistency in the type of
information provided about expenses and investment return.  The Museum has adjusted
the presentation of these statements accordingly.

2. Availability and Liquidity

The Museum’s financial assets available to meet general expenditures over the next 
twelve months consist of cash and cash equivalents of $428,187.   

The Museum’s goal is generally to maintain financial assets to meet 90 days of 
operating expenses.  As part of its liquidity management, excess cash is invested in short-
term investments, including money market accounts.   

3. Investments

The Commerce Trust Company investments at December 31, 2018 consist of the 
following: 

Cost Fair value

Cash and cash equivalents 1,863,435$  1,863,435$  
Domestic equity mutual funds 4,320,774  7,264,872 
International equity mutual funds 2,381,442  2,388,045 
Fixed income mutual funds 6,386,476  6,094,994 
Commodities mutual funds 230,740  153,315 
MLP Index ETN 311,401  228,445 

15,494,268$   17,993,106$    

$16,084,730 of the Commerce Trust Company investments are reported as 
restricted for the endowment and $1,908,376 for the acquisition of miniatures are included 
in investments.  Investments also include $10,543 which consists of the Museum's 
participation in the Community Foundation's Money Market investment pool.      

The National Museum of Toys and Miniatures
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4. Property and Equipment

Property and equipment at December 31, 2018 consists of the following: 

Building improvements $11,231,467 
Equipment and other         184,173 

 11,415,640 
Less accumulated depreciation    (2,626,328) 

$ 8,789,312  

Depreciation expense in 2018 totaled $413,509. 

5. Promises to Give

Unconditional promises to give in the amount of $6,000,000 at December 31, 2018 
are for the Museum's endowment and will be received within one year.   

6. Net Assets with Donor Restrictions

It is the Museum’s policy to first use net assets with donor restrictions prior to the 
use of net assets without donor restrictions when an expense is incurred for purposes for 
which net assets with and without donor restrictions are available.   

Expendable net assets are available for the following purpose: 

Miniatures acquisition $  2,000,000 

Endowment net assets are available for the following purpose: 

Operations support and toy conservation  22,084,730 
$24,084,730 

Net assets released from donor restrictions consist of the amounts appropriated 
from the endowment for the following purposes:   

Operations support $521,472 
Toy conservation  38,528 

$560,000 

Endowment fund 

The Museum’s endowment consists of donor-restricted funds to support operations 
and toy conservation.  Investment returns not required to be added to the corpus of the 
fund by the donor are reflected in net assets with donor restrictions until appropriated for 
spending in accordance with the investment policy adopted by the Board of Directors. 

The State of Missouri has adopted the Uniform Prudent Management of Institutional 
Funds  Act (UPMIFA) which supersedes the previously adopted Uniform Management of 
Institutional Funds Act.  This state law provides guidance and authority concerning the 
management and investment of donor funds and provides the Museum’s governing board 
certain guidelines to use when determining what is prudent in terms of retaining and 
spending permanently restricted donor funds.   

The National Museum of Toys and Miniatures
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6. Net Assets with Donor Restrictions (continued)

Under the provisions of UPMIFA, organizations are required to maintain and report 
endowment funds based upon donor intent, whether explicit or implied.  Based on its 
interpretation of the provisions of UPMIFA and a review of underlying endowment 
agreements, management has determined that maintaining permanent endowments at 
their historic dollar value is appropriate and consistent with the intent of the Museum’s 
donors.  

From time to time, the fair value of assets associated with an individual donor-
restricted endowment fund may fall below the fund’s original value, generally due to 
unfavorable market fluctuations.  There were no deficiencies at December 31, 2018.   

The changes and composition of the permanent endowment net assets for the year 
are as follows: 

Net assets, beginning of year 23,547,254$    
Investment income, net of fees 384,310  
Realized gains 133,959      
Unrealized losses (1,420,793)  
Appropriated for spending (560,000)  

Net assets, end of year 22,084,730$    

The Museum has adopted investment and spending policies for endowment assets 
that attempt to provide a reasonable rate of return as a source of funding to programs 
supported by its endowments.  Under the investment policy, endowment assets are to be 
invested in various asset classes while assuming a reasonable level of investment risk.   

To satisfy its long-term objectives of equity preservation and growth, the Museum 
has adopted a total return strategy for investment returns through both capital 
appreciation and current income using an asset allocation policy that allows for investing 
in equity-related securities to achieve its return objectives.   

The Museum's spending policy allows for the use of up to 4% of the prior three year-
end average market values.  

7. Concentration of Credit Risk

The Museum maintains their cash in bank deposit accounts at a high credit quality 
financial institution.  The balances at times may exceed federally insured limits.  At 
December 31, 2018, the bank balances exceeded the FDIC limit by $239,042.      

8. Operating Lease

The Museum entered into a 36-month operating lease agreement through November 
30, 2020, with an option to renew for two years through November 30, 2022, for storage 
space at $1,607 per month, excluding common area expense and real estate taxes.  Rent 
expense in 2018 was $24,399.  Future minimum rental under the lease is as follows: 

2019 $19,284 
2020  17,677 

$36,961 

The National Museum of Toys and Miniatures
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9. Subsequent Events

The Museum has evaluated subsequent events through August 27, 2019, the date 
that the financial statements were authorized to be issued.  
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