
TENNESSEE AQUARIUM

FINANCIAL STATEMENTS

DECEMBER 31, 2023 AND 2022



TENNESSEE AQUARIUM

INDEX TO REPORT

DECEMBER 31, 2023 AND 2022
________________________________________________________________________________

PAGE

INDEPENDENT AUDITOR’S REPORT 1-2

STATEMENTS OF FINANCIAL POSITION 3-4

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS 5

STATEMENTS OF FUNCTIONAL EXPENSES 6-7

STATEMENTS OF CASH FLOWS 8

NOTES TO FINANCIAL STATEMENTS 9-22



1200 Market Street, Chattanooga, TN 37402 | T 423.756.7771  | F 423.265.8125

AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
1

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Tennessee Aquarium
Chattanooga, Tennessee

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Tennessee Aquarium, which comprise the statements of financial 
position as of December 31, 2023 and 2022, and the related statements of activities and changes in net assets, 
functional expenses, and cash flows for the years then ended, and the related notes to the financial 
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of Tennessee Aquarium as of December 31, 2023 and 2022, 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 audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Tennessee Aquarium 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, which raise substantial doubt about Tennessee Aquarium’s ability to 
continue as a going concern for one year after the date that the financial statements are available to be issued.
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Auditor’s Responsibilities 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 GAAS will always detect a material misstatement when 
it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the 
financial statements.

In performing an audit in accordance with GAAS, we:

 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 Tennessee Aquarium’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 Tennessee Aquarium’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.

Chattanooga, Tennessee
May 31, 2024



2023 2022

CURRENT ASSETS
Cash and cash equivalents 3,429,320$    6,706,848$    
Contributions receivable 10,000 10,000
Accounts receivable 1,184,439      822,979
Prepaid expenses 918,604         802,880         

Total current assets 5,542,363      8,342,707      

PROPERTY AND EQUIPMENT, NET 45,114,328    45,886,161    

OTHER ASSETS
Contributions receivable - less current portion, net 9,246 9,246
Right-of-use assets - operating 609,749 750,561         

Investments - at fair value 34,808,582    27,578,771    

Total other assets 35,427,577    28,338,578    

TOTAL ASSETS 86,084,268$  82,567,446$  

TENNESSEE AQUARIUM

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2023 AND 2022

ASSETS

          The accompanying notes are an integral part of these financial statements. 3



TENNESSEE AQUARIUM

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2023 AND 2022

2023 2022

CURRENT LIABILITIES
Long-term debt - current portion 1,083,819$    1,054,716$    
Finance lease liabilities - current portion -                    12,200           
Operating lease liabilities - current portion 145,115 140,812         
Accounts payable 730,095         1,447,396      
Accrued expenses 1,485,264 1,300,832
Deferred membership revenue 1,353,657 1,383,622

Other deferred revenue 196,554         146,000         

Total current liabilities 4,994,504      5,485,578      

LONG TERM LIABILITIES
Long-term debt, net of current portion 11,804,441 12,894,513

Operating lease liabilities, net of current portion 464,634         609,749         

Total non-current liabilities 12,269,075    13,504,262    

TOTAL LIABILITIES 17,263,579    18,989,840    

NET ASSETS
Without donor restrictions - undesignated 43,663,351 56,405,367
Without donor restrictions - board designated 24,220,018 6,305,541
With donor restrictions 937,320         866,698         

TOTAL NET ASSETS 68,820,689    63,577,606    

TOTAL LIABILITIES AND NET ASSETS 86,084,268$  82,567,446$  

LIABILITIES AND NET ASSETS

          The accompanying notes are an integral part of these financial statements. 4



2023 2022

CHANGES IN NET ASSETS
 WITHOUT DONOR RESTRICTIONS

Revenues and support:
Public contributions 1,142,417$     1,543,637$    
Fundraising events 166,090          252,561
Membership dues 2,577,189       2,348,834
Admissions 20,397,464     18,707,264
Ancillary sales 4,420,179       4,075,276
Facility rental, sponsorship, and other program income 1,835,631       1,272,502      
Net investment income (loss) 2,941,633       (1,866,808)    

Net assets released from restriction 431,178          336,666         

Total unrestricted support and revenue 33,911,781     26,669,932    

EXPENSES
Program services 16,111,427     14,989,432
Guest services 1,720,395       1,572,830
Management and general 6,642,358       5,776,099
Marketing costs 3,489,594       3,166,685
Fundraising costs 621,382          538,299         
Cost of ancillary sales 154,164          104,308         

Total expenses 28,739,320     26,147,653    

Change in net assets without donor restrictions 5,172,461       522,279         

CHANGE IN NET ASSETS 
 WITH DONOR RESTRICTIONS

Grants and contributions 501,800          295,685         
Net assets released from restriction (431,178)         (336,666)       

Change in net assets with donor restrictions 70,622            (40,981)         

CHANGE IN NET ASSETS 5,243,083       481,298         

NET ASSETS - beginning of year 63,577,606     63,096,308    

NET ASSETS - end of year 68,820,689$   63,577,606$  

TENNESSEE AQUARIUM

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEARS ENDED DECEMBER 31, 2023 AND 2022

          The accompanying notes are an integral part of these financial statements. 5



Program Guest Management Marketing Fundraising

Services Services and General Costs Costs Total

Salaries and benefits 7,598,842$   1,400,119$ 2,723,645$ 1,459,653$ 481,867$    13,664,126$ 
Printing, publications, and promotions 1,980 -                  1,776 1,725,350 2,680 1,731,786     
Supplies and marine life acquisition 996,933 7,725 343,923 100,279 3,423 1,452,283     
Professional and other contract services 768,892 67,174 1,709,568 95,562 38,096 2,679,292     
Film and projection costs 417,783 -                  -                  -                  -                  417,783        
Utilities 1,707,297 75,046        56,285        18,762        18,762        1,876,152     
Maintenance 740,772 -                  332,050 52 -                  1,072,874     
Postage and shipping 5,027 -                  40,154 5,797 992 51,970          
Lease and rental 13,794 -                  331,038 -                  -                  344,832        
Travel and education 226,872 9,418 106,040 7,818 10,817 360,965        
Telecommunications 85,812 25,138        16,759        8,455          3,491          139,655        
Financing costs -                    -                  306,123 -                  -                  306,123        
Depreciation 3,399,841     131,122      119,974      33,253        30,980        3,715,170     

Other 147,582        4,653          555,023      34,613        30,274        772,145        

16,111,427   1,720,395   6,642,358   3,489,594   621,382      28,585,156   

Cost of ancillary sales -                    -                  -                  -                  -                  154,164        

Total functional expenses 16,111,427$ 1,720,395$ 6,642,358$ 3,489,594$ 621,382$    28,739,320$ 

TENNESSEE AQUARIUM

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2023

          The accompanying notes are an integral part of these financial statements. 6



Program Guest Management Marketing Fundraising

Services Services and General Costs Costs Total

Salaries and benefits 6,545,463$   1,220,267$ 2,622,963$ 1,317,121$ 388,374$    12,094,188$ 
Printing, publications, and promotions 3,253 -                  1,687 1,589,422 1,336 1,595,698     
Supplies and marine life acquisition 858,739 15,687 248,198 70,136 8,778 1,201,538     
Professional and other contract services 781,688 201,743 1,241,723 108,162 91,560 2,424,876     
Film and projection costs 409,154 -                  -                  -                  -                  409,154        
Utilities 1,929,473 -                  -                  -                  -                  1,929,473     
Maintenance 695,032 -                  258,019 278 -                  953,329        
Postage and shipping 1,571 -                  39,830 2,548 771 44,720          
Lease and rental 8,121 -                  335,295 -                  -                  343,416        
Travel and education 150,003 9,081 74,363 11,053 3,655 248,155        
Telecommunications 131,156 -                  -                  -                  -                  131,156        
Financing costs -                    -                  329,492 -                  -                  329,492        
Depreciation 3,375,577     125,269      120,507      32,048        29,184        3,682,585     

Other 100,202        783             504,022      35,917        14,641        655,565        

14,989,432   1,572,830   5,776,099   3,166,685   538,299      26,043,345   

Cost of ancillary sales -                    -                  -                  -                  -                  104,308        

Total functional expenses 14,989,432$ 1,572,830$ 5,776,099$ 3,166,685$ 538,299$    26,147,653$ 

TENNESSEE AQUARIUM

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2022

          The accompanying notes are an integral part of these financial statements. 7



2023 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets 5,243,083$    481,298$       
Adjustments to reconcile change in net assets to net
 cash flows from operating activities:

Depreciation 3,715,170      3,682,585      
Noncash contribution of investment securities -                    (2,550)           
Net realized and unrealized (gain) loss on investments (1,966,654)    2,333,131      
Changes in operating assets and liabilities:

Contributions and grants receivable -                    259,615         
Accounts receivable (361,460)       (193,032)       
Prepaid expenses (115,724)       (90,566)         
Accounts payable (717,301)       445,980         
Accrued expenses 184,432         59,735           

Deferred revenue 20,589           109,767         

Net cash flows from operating activities 6,002,135      7,085,963      

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (2,943,337)    (2,947,402)    
Proceeds from sale or maturity of investments 2,146,811      6,491,327      
Purchase of investments (7,409,968)    (17,714,458)  

Net cash flows from investing activities (8,206,494)    (14,170,533)  

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of long-term debt (1,060,969)    (1,086,273)    
Payments of lease liability - financing (12,200)         (15,149)         

Net cash flows from financing activities (1,073,169)    (1,101,422)    

NET CHANGE IN CASH (3,277,528)    (8,185,992)    

Cash and cash equivalents - beginning of year 6,706,848      14,892,840    

Cash and cash equivalents - end of year 3,429,320$    6,706,848$    

SUPPLEMENTAL DISCLOSURE OF CASH FLOW 
 INFORMATION

Cash paid for financing costs 278,129$       227,784$       

TENNESSEE AQUARIUM

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2023 AND 2022

          The accompanying notes are an integral part of these financial statements. 8



TENNESSEE AQUARIUM
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Operations

Tennessee Aquarium (the “Aquarium”) is a nonprofit corporation in the State of Tennessee. The 
Aquarium provides a center to connect people with nature and empower them to make informed 
decisions about water and wildlife. Principal aquarium programs include facility and ancillary 
operations, animal husbandry and care, membership services, education, and an IMAX theater. In 
addition to these programs, the Aquarium engages in significant conservation efforts and
conservation research initiatives.

Basis of Accounting

The financial statements of the Aquarium are prepared on the accrual basis of accounting in 
conformity with accounting principles generally accepted in the United States of America (GAAP). 
The Financial Accounting Standards Board (FASB) establishes GAAP in the Accounting Standards 
Codification (ASC). Updates to the ASC are done through the issuance of Accounting Standards 
Updates (ASU). 

Basis of Presentation

The financial statements of the Aquarium have been prepared in accordance with GAAP, which 
require the Aquarium to report information regarding its financial position and activities according to 
the following net asset classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed 
restrictions and may be expended for any purpose in performing the primary objectives of the 
organization. These net assets may be used at the discretion of the Aquarium's management and 
the board of directors.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and 
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by 
actions of the Aquarium or by the passage of time. Other donor restrictions are perpetual in 
nature, whereby the donor has stipulated the funds be maintained in perpetuity.

Donor restricted contributions are reported as increases in net assets with donor restrictions. When a 
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets 
without donor restrictions in the statement of activities.

Concentration of Risk

From time to time, the Aquarium has on deposit, in institutions whose accounts are insured by the 
Federal Deposit Insurance Corporation (FDIC), funds that total in excess of the insured maximum. 
The at-risk amount is subject to significant fluctuations on a daily basis throughout the year.

(Continued)
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents

The Aquarium considers all highly liquid debt instruments purchased with a maturity of three 
months or less to be cash equivalents. 

Contributions Receivable

Contributions receivable represents unconditional promises to give. Conditional promises to give are 
recognized only when the conditions on which they depend are substantially met and the promises 
become unconditional. Unconditional promises to give that are expected to be collected in less than 
one year are reported at net realizable value. Unconditional promises to give that are expected to be 
collected in more than one year are reported at the present value of expected cash flows at the date of 
the promise. Amortization of the resulting discount is recognized as additional contribution revenue. 
The Aquarium considers all unconditional promises to give to be fully collectible as of December 31, 
2023 and 2022; accordingly, no allowance for credit losses is considered necessary. Accounts are 
charged to bad debt expense as they are deemed uncollectible. The Aquarium had $19,246 in 
contributions receivable as of both December 31, 2023 and 2022.

Accounts Receivable

Accounts receivable consists of funds received through credit card transactions, service management 
fees, accrued investment income, rental fees due from clients for events held at the Aquarium, and 
revenues from third-party management for gift shop, concession stand, and parking sales.

Allowance for Credit Losses

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial 
Instruments (ASC 326), which significantly changed how entities measure credit losses for most 
financial assets and certain other instruments that are not measured at fair value through net income. 
The most significant change in this standard is a shift from the incurred loss model to the expected 
loss model. Under the standard, disclosures are required to provide users of the financial statements 
with useful information in analyzing an entity’s exposure to credit risk and the measurement of credit 
losses. Financial assets held by the Aquarium that are subject to the guidance in ASC 326 were 
contributions and accounts receivable.

The Aquarium adopted the standard effective January 1, 2023. The impact of the adoption was not 
considered material to the financial statements.

Prepaid Expenses

Prepaid expenses consist primarily of amounts paid on IMAX, insurance, and software license fees.

(Continued)
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

In October 2019, the Aquarium signed an agreement to transfer management of its gift shops and 
concession stands to Event Network. On January 21, 2020, management of the gift shops and 
concession stands officially transferred to Event Network. Per the terms of the agreement, Event 
Network receives a percentage of the gross gift shop and concession sales as a management fee. 
Also, as part of that agreement, Event Network bought all non‐obsolete inventory from the 
Aquarium at cost. Any obsolete inventory was written off by the Aquarium and used for promotional 
purposes. 

The costs incurred with respect to the purchase or capture of specimens, food, and other supplies not 
held for sale are expensed as incurred.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Expenditures for repairs 
and maintenance are charged to expense as incurred and additions and improvements that 
significantly extend the lives of assets are capitalized. Upon sale or other retirement of depreciable 
property, the cost and accumulated depreciation are removed from the related accounts and any gain 
or loss is reflected in operations.

Depreciation is provided using the straight-line method over the estimated useful lives of the 
depreciable assets ranging from three to forty years.

Investments and Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date. GAAP set out a fair 
value hierarchy. The three levels of the fair value hierarchy are described below:

Level 1 – Quoted prices in active markets for identical assets or liabilities.

Level 2 – Observable inputs other than prices included in Level 1, such as quoted prices for 
similar assets and liabilities in active markets; quoted prices for identical or similar assets and 
liabilities in markets that are not active; or other inputs that are observable or can be 
corroborated with observable market data.

Level 3 – Unobservable inputs which reflect management’s best estimate of what market 
participants would use in pricing the asset or liability at the measurement date. Consideration is 
given to the risk inherent in the valuation technique and the risk inherent in the inputs to the 
model.

(Continued)
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments and Fair Value Measurements (Continued)

Financial assets and liabilities are classified in their entirety based on the lowest level of input that is 
significant to the fair value measurement.

Investments in marketable securities with readily determinable fair values, shares in mutual funds, 
limited partnerships, and all investments in debt securities are reported at their fair values in the 
statements of financial position. Realized and unrealized gains and losses are included in net 
investment return.

Investment securities are exposed to various risks, such as interest rate, market, and credit risks. Due 
to the level of risk associated with certain investment securities, it is at least reasonably possible that 
changes in the values of investment securities will occur in the near term and that such change could 
materially affect the amounts reported in the financial statements. 

Deferred Revenue

Advanced collections of membership dues and facility rental income are deferred and recognized 
over the periods to which the income relates.

Debt Issuance Costs

Debt issuance costs relate to the issuance of long‐term debt. Unamortized debt issuance costs are 
reported as a reduction of long‐term debt. These costs are amortized using the straight‐line method, 
which approximates the effective interest method, over the term of the related debt. Amortization of 
deferred financing costs is reported as interest expense.

Income Tax Status

The Aquarium is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue 
Code. 

The Aquarium believes that it has appropriate support for any tax positions taken, and as such, does 
not have any uncertain tax positions that are material to the financial statements. The Aquarium’s 
federal exempt organization tax returns are subject to examination by the Internal Revenue Service, 
generally for three years after they are filed.

Functional Expenses

The costs of providing program and other activities have been summarized on a functional basis. 
Accordingly, certain costs have been allocated among the programs and supporting services 
benefited. Such allocations are determined by management on an equitable basis.

(Continued)
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Expenses (Continued)

The Aquarium classifies expenses as program services or support expenses. Program services are the 
activities that fulfill the Aquarium's mission and include its husbandry, facility operations, education,
and conservation expenses.

Support expenses are all activities other than program services and include guest services, retail, 
marketing costs, human resources and management, and general expenses. All fundraising costs are 
classified as support expenses.

The expenses that are allocated include the following:

Expense Method of Allocation
Salaries and benefits Time and effort
Printing, publications, and promotions Nature of expenses
Supplies and marine life acquisition Nature of expenses
Professional and other contract services Nature of expenses
Utilities Square footage
Maintenance Nature of expenses
Postage and shipping Nature of expenses
Lease and rental Nature of expenses
Travel and education Nature of expenses
Telecommunications Square footage
Financing costs In proportion to total expense categories
Depreciation Square footage
Other Nature of expenses

Estimates and Uncertainties

The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Advertising

The Aquarium expenses advertising costs as incurred. Advertising expense totaled $1,675,522 and 
$1,535,466 for the years ended December 31, 2023 and 2022, respectively, and is included with 
marketing costs on the statements of activities and changes in net assets.

(Continued)
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition

The Aquarium follows the guidance of ASU 2014-09, Revenue from Contracts with Customers, and 
all subsequent amendments to the ASU (collectively, “ASC 606”). ASC 606 outlines a 
comprehensive five-step revenue recognition model based on the principle that an entity should 
recognize revenue to depict the transfer of promised goods or services to customers in an amount 
that reflects the consideration to which the entity expects to be entitled in exchange for those goods 
or services. The five-step revenue recognition model is as follows: 

1) Identify the contract with a customer 
2) Identify the performance obligations in the contract 
3) Determine the transaction price 
4) Allocate the transaction price to performance obligations in the contract 
5) Recognize revenue when or as the Organization satisfies a performance obligation

Admissions revenue is recognized at the time the tickets are sold. Ancillary sales include revenue 
from the Aquarium’s gift shop. Revenue is recognized when goods are transferred to the Aquarium’s 
visitors. Memberships purchased include a performance obligation to provide various benefits over 
the membership period. The primary benefit of memberships is unlimited admission during the term 
of the membership. Other benefits included are considered immaterial (member events) or tied to 
admission (gift shop discounts). Proceeds from the sale of annual memberships are recognized at the 
time memberships are sold. Rental income is recognized on the date of the rental.

Rental income, a component of facility rental, sponsorship, and other program income on the 
statements of activities and changes in net assets are recognized over the period of rental. Deferred 
income from these arrangements totaled $120,915 and $95,000 as of December 31, 2023 and 2022, 
respectively.

Contributions, grants, and state funding are non-exchange transactions outside the scope of ASC 
606. Revenue for these transactions is recognized when an unconditional promise to give is made or 
when a cash contribution is received. The Aquarium reports gifts of cash and other assets as support 
with donor restriction if they are subject to time or donor-imposed restrictions. 

Revenue from grants is recognized according to the specific agreement. Generally, revenues from 
restricted grants are recognized in the period of the grant award while revenues from cost 
reimbursement contracts are recognized to the extent of project expenses incurred. Grants and 
contracts are subject to audit by the awarding agency. Based on prior experience, the Aquarium’s 
management believes that costs ultimately disallowed, if any, would not materially affect the 
financial position of the Aquarium.

(Continued)
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition (Continued)

In the following table, revenue is disaggregated by timing of satisfaction of performance obligations 
for the years ended December 31:

2023 2022

Performance obligations satisfied at a point in time $ 26,289,662 $ 23,945,696
Performance obligations satisfied over time 3,106,891 2,710,741
Not in scope of ASC 606 1,644,217 1,839,322
Total operating revenues and other support $ 31,040,770 $ 28,495,759

NOTE 2 – CONTRIBUTIONS RECEIVABLE

Contributions and grants receivable are expected to be collected in the following periods:

2023 2022

Less than one year $ 10,000 $ 10,000
One to five years 10,000 10,000

20,000 20,000
Unamortized discount (at 4%) (754) (754)

$ 19,246 $ 19,246

As of December 31, 2023 and 2022, there were no contributions receivable representing more than 
10% of gross contributions receivable.

NOTE 3 – INVESTMENTS

Investments are stated at fair value and consist of the following as of December 31, 2023 and 2022:

Unrealized
2023 Cost Fair Value Gains (Losses)

Equity securities $ 7,551,574 $ 8,401,234 $ 849,659
Corporate bonds 25,151,461 26,407,348 1,255,888

$ 32,703,035 $ 34,808,582 $ 2,105,547

2022

Equity securities $ 4,878,385 $ 4,896,557 $ 18,172
Corporate bonds 23,789,485 22,682,214 (1,107,271)

$ 28,667,870 $ 27,578,771 $ (1,089,099)

(Continued)
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NOTE 3 – INVESTMENTS (Continued)

The net change in unrealized gain (loss) on investments is included in net investment income (loss) 
on the accompanying statements of activities and changes in net assets and is presented with realized 
and unrealized gain (loss) on investments on the accompanying statements of cash flows. Investment 
income is presented net of investment expense.

Net investment return consists of the following:
2023 2022

Interest and dividend income $ 1,096,791 $ 550,677
Investment expense (121,812) (84,354)
Realized and unrealized gain (loss) 1,966,654 (2,333,131)
Total investment income (loss) $ 2,941,633 $ (1,866,808)

The Aquarium’s financial assets carried at fair value have been classified based upon the hierarchy 
defined by accounting standard, Fair Value Measurements. The following table provides information 
as of December 31, 2023 about the Aquarium’s financial assets and liabilities measured at fair value:

Level 1 Level 2 Level 3 Total
Assets at fair value:

Equity securities $ 8,401,234 $ - $ - $ 8,401,234
Corporate bonds - 26,407,348 - 26,407,348

Total assets at fair value $ 8,401,234 $ 26,407,348 $ - $ 34,808,582

Information about the Aquarium’s financial assets measured at fair value as of December 31, 2022 is 
as follows:

Level 1 Level 2 Level 3 Total
Assets at fair value:

Equity securities $ 4,896,557 $ - $ - $ 4,896,557
Corporate bonds - 22,682,214 - 22,682,214

Total assets at fair value $ 4,896,557 $ 22,682,214 $ - $ 27,578,771
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NOTE 4 – PROPERTY AND EQUIPMENT

Property and equipment consist of the following major classifications:

2023 2022

Land $ 4,484,445 $ 4,484,445
Buildings 92,791,206 92,791,206
Furniture, fixtures, and equipment 35,344,713 31,757,822
Telecommunications equipment under financing lease 579,276 579,276
Construction in progress 2,369,354 3,012,908

135,568,994 132,625,657
Accumulated depreciation (90,454,666) (86,739,496)

$ 45,114,328 $ 45,886,161

Depreciation expense for the years ended December 31, 2023 and 2022 was $3,715,170 and 
$3,682,585, respectively.

NOTE 5 – LINE OF CREDIT

On December 8, 2016, the Aquarium entered into a revolving loan credit agreement with First 
Tennessee Bank for a line of credit to fund its working capital needs. The line of credit allowed the 
Aquarium to borrow up to $2.5 million. On April 12, 2020, the maximum amount of the line of 
credit was increased to $4.0 million. The line of credit bears a variable interest rate of 1-Month CME 
Term SOFR plus a margin of 2.50% per annum. The line of credit expires on November 1, 2024. 
There was no outstanding balance on the line of credit as of December 31, 2023 and 2022.

NOTE 6 – LONG-TERM DEBT

On May 5, 2020, the Aquarium entered into a loan agreement with the lender that purchased the 
Revenue Refunding Bonds Series 2020 (the “Series 2020 Bonds”) in their entirety of $15,841,139 as 
issued by the Industrial Development Board of the County of Hamilton, Tennessee. The Series 2020 
Bonds mature on December 30, 2035. Under the terms of the loan, the Aquarium is to make monthly 
principal and interest payments of $99,856 at a fixed rate of 2.25% until the Series 2020 Bonds’
maturity date. The balance of the Series 2020 Bonds was $12,680,272 and $13,582,004 on December 
31, 2023 and 2022, respectively. The Series 2020 Bonds are secured by a springing lien on the 
Aquarium’s property.

On May 5, 2020, the Aquarium entered into a loan agreement totaling $794,500. Under the terms of 
the loan, the Aquarium is to make monthly principal and interest payments of $14,110 at a fixed rate 
of 2.50% until the loan’s maturity date of May 1, 2025. The balance of the loan was $234,900 and 
$396,379 on December 31, 2023 and 2022, respectively. The loan is cross collateralized with the 
Aquarium’s Series 2020 Bonds.

(Continued)
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NOTE 6 – LONG-TERM DEBT (Continued)

The Aquarium is required to meet profitability, liquidity, and leverage financial covenants and is 
limited as to the amount of additional debt that can be incurred, the purchase and disposition of 
assets, and other business activities under the terms of the various financing documents. As of 
December 31, 2023 and 2022, the Aquarium determined it was in compliance with all the financial 
covenants of the loan agreements.

Long-term debt is reported net of unamortized debt issuance costs, as follows:

2023 2022

Principal amount $12,915,171 $13,978,383
Unamortized debt issuance costs (26,911) (29,154)
Long-term debt, less unamortized debt issuance costs 12,888,260 13,949,229
Current portion of long-term debt (1,083,819) (1,054,716)
Noncurrent portion of long-term debt $11,804,441 $12,894,513

Future maturities of long-term debt, excluding unamortized debt issuance costs, are as follows as of 
December 31:

2024 $ 1,083,819
2025 1,009,210
2026 960,719
2027 982,560
2028 1,004,897
Thereafter 7,873,966

$ 12,915,171

NOTE 7 – NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions as of December 31, 2023 and 2022, consist of the following:

2023 2022

Subject to expenditure for specified purpose:
Grant agreements $ 691,393 $ 620,771

Subject to permanent restriction of corpus 245,927 245,927
$ 937,320 $ 866,698

During 2023 and 2022, net assets released from restrictions consisted of:

2023 2022

Satisfaction of purpose restrictions:
Other purpose filled $ 431,178 $ 336,666
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NOTE 8 – BOARD DESIGNATED ENDOWMENT

As of December 31, 2023 and 2022, the Board of Trustees had designated $24,220,018 and 
$6,305,541, respectively, of net assets without donor restrictions as a general endowment fund to 
support the mission of the Aquarium. Since that amount resulted from an internal designation and is 
not donor-restricted, it is classified and reported as net assets without donor restrictions.

As part of the spending policy for the board designated endowment, when the endowment exceeds 
$5,000,000 plus any approved spending allocation, the board has discretion to approve spending up 
to 6% of the endowment’s total asset value based upon the average of the trailing twelve quarters 
ending each December 31 from the endowment. In establishing this policy, the Aquarium considered 
the long-term expected investment return on its endowment. Accordingly, over the long term, the 
Aquarium expects the current spending policy to allow its general endowment fund to grow at an 
average of 7% annually. This is consistent with the Aquarium’s objective to maintain the purchasing 
power of the endowment assets as well as to provide additional real growth through investment 
return.

To achieve that objective, the Aquarium has adopted an investment policy that attempts to maximize 
total return consistent with an acceptable level of risk. Endowment assets are invested in a well-
diversified asset mix, which includes equity and debt securities, which is intended to result in a 
consistent inflation-protected rate of return that has sufficient liquidity to make annual distributions 
as stated in the spending policy, while growing the fund. Actual returns in any given year may vary 
from this amount. Investment risk is measured in terms of the total endowment fund; investment 
assets and allocation between asset classes and strategies are managed to avoid exposing the fund to 
unacceptable levels of risk.

Composition of, and changes in, board designated endowment net assets for the years ended 
December 31, 2023 and 2022, were as follows:

2023 2022

Endowment net assets, beginning of year $ 6,305,541 $ 7,921,871
Interest and dividend income 148,006 62,681
Board designated funds 16,673,317 -
Release from board designation - (293,000)
Realized and unrealized gain (loss) 1,093,154 (1,386,011)

Endowment net assets, end of year $ 24,220,018 $ 6,305,541

NOTE 9 – OPERATING LEASES

The Aquarium follows the lease accounting guidance of ASU 2016-02, Leases (ASC Topic 842).
The weighted average discount rate on operating leases is 2.48%. The weighted average remaining 
lease term is 4.74 years.

The Aquarium leases a building under an operating lease arrangement with a third party, expiring May 
31, 2026. Monthly lease expense is payable in equal monthly installments of $6,694.

(Continued)
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NOTE 9 – OPERATING LEASES (Continued)

The Aquarium leases equipment under an operating leases agreement with a third party, expiring 
September 1, 2029. Monthly lease expense is payable in equal monthly installments of $6,458.

Operating lease cost for the years ended December 31, 2023 and 2022 were $157,822 and $157,824, 
respectively.

The following is a maturity analysis of the annual undiscounted cash flows of the operating lease 
payments to be received as of December 31:

2024 $ 157,822
2025 157,822
2026 110,962
2027 77,490
2028 77,490
Thereafter 58,117
Total undiscounted cash flows 639,703

Present value discount (29,954)
Total lease liability $ 609,749

The Aquarium also leases telecommunication equipment previously recognized as a capital lease. 
This equipment consists of two finance leases, both of which expired in October 2023. The cost of 
the equipment is included in property and equipment as disclosed in Note 4.

NOTE 10 – DEFINED CONTRIBUTION PLAN

The Aquarium adopted a 403(b) defined‐contribution retirement plan on January 1, 1996, covering 
substantially all full‐service employees. Employer contributions under the plan are based upon a 
defined percentage of eligible participant compensation plus a defined matching percentage of any 
voluntary employee contributions to the plan. Benefit plan expense for the years ended December 
31, 2023 and 2022, was $609,805 and $494,666, respectively.

NOTE 11 – RELATED PARTY TRANSACTIONS

A board member of the Aquarium is the chief operating officer for the organization that provides the 
Aquarium's employee healthcare insurance. Premiums paid were $616,902 and $624,707 for the 
years ended December 31, 2023 and 2022, respectively.

NOTE 12 – UNCERTAIN TAX POSITIONS

The Aquarium is exempt, by statute, from federal and state income taxes. However, the Aquarium
may be subject to tax on unrelated business income. This income is reported on the federal form 990-
T as unrelated business income.

The Aquarium follows the guidance of FASB ASC Topic 740, Income Taxes, which specifies the 
accounting for uncertainty in income taxes recognized in an entity’s financial statements. Based on 
its evaluation, the Aquarium has concluded that there are no significant uncertain tax positions 
requiring disclosure, and there are no material amounts of unrecognized tax benefits.
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NOTE 13 – DONATED SERVICES

The Aquarium received contributed services valued at approximately $311,000 and $188,000 in 
2023 and 2022, respectively, from participants in its Volunteer Diver program. Such contributed 
services have been recognized as contributions without donor restrictions and as program services as 
individuals possessing specialized skills are required and would otherwise need to be purchased if 
not provided by donation.

The Aquarium also received contributed services in its other volunteer programs. These contributed 
services have not been recorded because they did not meet the requirements for recognition in the 
financial statements.

NOTE 14 – AVAILABILITY AND LIQUIDITY

The following represents the Aquarium’s financial assets at December 31:

2023 2022
Financial assets at year-end:

Cash and cash equivalents $ 3,429,320 $ 6,706,848
Contributions receivable 19,246 19,246
Accounts receivable 1,184,439 822,979
Investments, at fair value 34,808,582 27,578,771

Total financial assets 39,441,587 35,127,844

Less amounts not available to be used within one year:
Net assets with donor restrictions 937,320 866,698
Board-designated funds 24,220,018 6,305,541
Internally designated bond funds 13,244,717 13,767,179
Less net assets with purpose restrictions
to be met in less than a year - -

38,402,055 20,939,418

Financial assets available to meet general
expenditures over the next twelve months $ 1,039,532 $ 14,188,426

The Aquarium is substantially supported by restricted and unrestricted contributions, as well as by 
admissions, membership dues, and various fundraising events. Because a donor's restriction requires 
resources to be used in a particular manner or in a future period, the Aquarium must maintain 
sufficient resources to meet those responsibilities to its donors.

Internally designated bond funds include amounts designated by management to pay long-term debt. 
Management does not consider these amounts available for use within one year.

(Continued)
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NOTE 14 – AVAILABILITY AND LIQUIDITY (Continued)

As part of the Aquarium's cash management, it has a policy to maintain a level of assets in reserve 
that is equal to 25% of the Aquarium’s annual operating expenses. In addition to its operating 
reserve, the Aquarium also maintains currently available financial assets less current liabilities at a 
minimum of thirty days of operating expenses. To achieve this target, the Aquarium forecasts its 
future cash flows and monitors its liquidity throughout the year. The Aquarium also maintains a 
$4,000,000 line of credit to use if needed for cash flow.

NOTE 15 – SUBSEQUENT EVENTS

The Aquarium has evaluated events and transactions subsequent to December 31, 2023 through May 
31, 2024 (the date the financial statements were available to be issued) for potential recognition or 
disclosure in the financial statements. The Aquarium has not identified any items requiring 
recognition or disclosure.




