
































NEW ORLEANS MUSEUM OF ART
Notes to Financial Statements

December 31, 2014 and 2013

(1) Summary of Significant Accounting Policies (continued)

(h)

W

®

Income Taxes (continued)

The Museum applies a “more-likely-than-not” recognition threshold for all tax uncertainties. This
approach only allows the recognition of those tax benefits that have a greater than 50% likelihood
of being sustained upon examination by the taxing authorities. As a result of implementing this
approach, the Museum has reviewed its tax positions and determined there were no outstanding
or retroactive tax positions with less than a 50% likelihood of being sustained upon examination
by the taxing authorities. Therefore, the implementation of this standard has not had a material
effect on the Museum.

Restricted Net Assets

The Museum reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that
is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets and are reported in the statements of
activities as net assets released from restrictions.

Gifts of long-lived operating assets such as land, buildings, or equipment are reported as
unrestricted support, unless explicit donor stipulations specify how the donated assets must be
used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used
and gifts of cash or other assets that must be used to acquire long-lived assets are reported as
restricted support. Absent explicit donor stipulations about how long these long-lived assets must
be maintained, expirations of donor restrictions are reported when the donated or acquired long-
lived assets are placed in service.

Use of Estimates

Management of the Museum has made estimates and assumptions relating to the reporting of
assets and liabilities and the disclosure of contingent assets and liabilities to prepare these
financial statements in conformity with accounting principles generally accepted in the United
States of America. Actual results could differ from those estimates. Significant items subject to
such estimates and assumptions include the useful lives of fixed assets, the valuation of fixed
assets, and investments. The current economic environment has increased the degree of
uncertainty inherent in those estimates and assumptions.

Cash and Cash Equivalents

For the purposes of the statements of cash flows, cash and cash equivalents include bank deposits
and money market accounts.
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(2) Investments

The market value of investments is as follows at December 31:

2014 2013
Cash equivalents $ 1,456,465 $ 2,230,857
Mutual funds 46,266,320 44,856,656
Corporate stocks 233,138 207,193
Real property 436,260 436,260
Limited partnership hedge funds 14,953 18,937
Other 241,338 238,809
$ 48,648,474 $ 47,988,712

Reconciliation to the statements of financial position is as follows:

2014 2013
Short-term investments $ 1,215,086 $ 1,833,316
Long-term investments 47,433,388 46,155,396
$ 48,648/474 $§ 47,988,712

Investments are held for the following purposes:

2014 2013

Unrestricted, substantially board designated $ 12,719,189 § 12,802,190
Temporarily restricted:
Operating:
Curatorship, functioning as endowments 941,089 846,589
Directorship, functioning as endowments 517,850 480,129
Education program 153,065 116,837
Gallery maintenance 1,027,383 818,962
General operating program 810,076 484,141
3,449,463 2,746,658
Art accessions 7,562,489 7,662,531
11,011,952 10,409,189
Permanently restricted:

Curatorship 3,500,000 3,500,000
Directorship 1,000,000 1,000,000
Education program 891,695 891,695
Gallery maintenance 298,782 208,782
General operating program 14,133,869 14,083,869
Scholar program 357,143 357,143
20,181,489 20,041,489
Art accessions 4,735,844 4,735,844
24,917,333 24,777,333
$§ 48,648,474 $ 47,988,712
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Notes to Financial Statements
December 31, 2014 and 2013

Investments (continued)

The following schedule summarizes the investment return and its classification in the statement of
activities for the years ended December 31:

2014 2013
Dividends and interest $ 221,688 $ 248,058
Net realized and unrealized gains, net of losses:
Realized 178,623 992,463
Unrealized 2,946,803 7,047,306
3,125,426 8,039,769
Total return on investments $ 3,347,114 $ 8,287,827

Dividends, interest, and unrealized and realized gains on permanently restricted investments are
reflected in the related unrestricted or temporarily restricted net assets. If the permanent and the
temporarily restricted funds do not have sufficient net assets to fund investment losses, appropriate
transfers from the unrestricted net assets are made to the funds.

Building, Improvements, and Equipment

Building, improvements, and equipment consist of the following at December 31:

2014
Accumulated Estimated
Cost Depreciation Net useful lives
Building and improvements $ 17,690,007 $(9,192,180) $ 8,497,827 39-40 years
Equipment 494,445 (256,989) 237,456  5-7years
Vehicles 45,748 (18,299) 27,449 5 years
Land improvements 450,076 (146,275) 303,801 40 years
Sculpture garden 3,422,132 (921,713) 2,500,419 40 years
Construction in progress 750,417 - 750,417 N/A
$ 22,852,825 $(10,535,456) $ 12,317,369
2013
Accumulated Estimated
Cost Depreciation Net useful lives
Building and improvements $ 17,381,493 $(8,752,832) $ 8,628,661 39-40 years
Equipment 491,106 (186,319) 304,787 5-7 years
Vehicles 45,748 (9,150) 36,598 5 years
Land improvements 450,076 (135,022) 315,053 40 years
Sculpture garden 3,385,833 (827,273) 2,558,560 40 years

$ 21,754,256 $(9,910,596) § 11,843,660

Depreciation expense in 2014 and 2013 was $615,862 and $644,850, respectively.
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NEW ORLEANS MUSEUM OF ART
Notes to Financial Statements
December 31, 2014 and 2013

Promises to Give

Promises to give are dedicated by the donors for the Museum’s Endowments, Sculpture Garden, or
other operating purposes and represent a promise by the donors to pay after the balance sheet date.

Scheduled payments were $545,000 at December 31, 2014 and are collectible in installments of
$215,000 in fiscal year 2015, $130,000 in each fiscal year from 2016 through 2017, and $70,000 in
fiscal year 2018. Scheduled payments were $360,000 at December 31, 2013 and are collectible in
installments of $90,000 in each fiscal year from 2014 through 2017.

Art Collection

In conformity with the practice followed by many museums, art purchased and donated is not
capitalized. During 2014 and 2013, the cost of collection items purchased by the Museum as a decrease
in the appropriate class of net assets was $979,644 and $3,563,122, respectively. When not on display
in the permanent collection galleries, the objects are maintained in climate controlled storage. The
Museum maintains policies and procedures addressing the maintenance and conservation of the
collection, as well as other aspects of its management, including accession/deaccession policies.

The Museum employs a professional curatorial staff whose function is to care for its collections; carry
out research on the objects in the collection; organize special exhibitions on particular subjects or
themes; write scholarly interpretative articles, catalogues, and books on art subjects; recommend and
oversee needed restoration and conservation treatment on objects in the collection; cultivate and advise
private art collectors and encourage donations; seek out and recommend objects for acquisition or
deaccession by the Museum,; train volunteer docents to give guided tours of the Museum; devise and
implement educational programs such as lectures, symposiums, films, concerts, family festivals on
specific themes, studio art classes, and other outreach methods; family and teacher workshops for
designated public schools.

Net Assets Released

Temporarily restricted net assets released from donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors during December 31 and
transfers are as follows:

2014 2013
Purpose accomplished:
Administrative and other activities $ 1,066,505 § 1,147,220
Art accessions 979,644 3,563,122
Restricted activities and programs 656,500 780,204

$ 2,702,649 $ 5,490,546

Net Assets Composition

Board-designated, functioning as endowments, unrestricted net assets are designated to support
operations and totaled $11,939,871 and $11,006,103 as of December 31, 2014 and 2013, respectively.
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NEW ORLEANS MUSEUM OF ART
Notes to Financial Statements
December 31, 2014 and 2013

Net Assets Composition (continued)

Temporarily restricted net assets are donor-restricted for the following purposes:

2014 2013
Capital $ - 3 5,000
Art accessions 7,568,676 7,659,806
Directorship 517,394 479,690
Curatorship 1,422,401 845,633
Operation, including scholar and general 1,036,288 727,698
Gallery maintenance and exhibits 455,485 1,013,568
Education 219,499 116,689

$ 11,219,743 § 10,848,084

Permanently restricted net assets, investments in perpetuity, the income from which can be used in
accordance with donor restrictions, are as follows:

2014 2013
Operations $ 14,283,870 $ 14,283,870
Art accessions 4,735,844 4,735,844
Curatorship 3,500,000 3,500,000
Directorship 1,000,000 1,000,000
Scholar program 357,142 357,142
Gallery maintenance 618,782 368,782
Education 891,695 891,695

$ 25,387,333 § 25,137,333

Pension Plan

The Museum sponsors a defined contribution 401(k) Profit Sharing Plan for the benefit of its
employees. Employees, who are at least age 21, may contribute to the plan after 6 months of service
and at least 500 hours. In order to receive matching and employer contributions, employees, who are at
least age 21, must work 12 months and 1000 hours. Employees covered under the CNO Service
Retirement Plan are not eligible. The Museum makes a 5% contribution to eligible employees and a
matching contribution up to 3% of eligible participating employees’ wages annually, amounting to
$111,104 and $83,373 in profit sharing contributions and $42,269 and $33,678 in employer match
contributions for the years ended December 31, 2014 and 2013, respectively.

Civil service employees of the Museum are eligible for membership in the City of New Orleans
Employees’ Retirement System. The report on the City of New Orleans Employees’ Retirement System
can be obtained from the City of New Orleans, Perdido Street, New Orleans, Louisiana. The actuarially
computed value of vested benefits of the Museum’s employees in the City’s pension plan is not
available. However, pension payments for these employees are the responsibility of the Museum and
amounted to $38,792 and $31,319 for the years ended December 31, 2014 and 2013, respectively.
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NEW ORLEANS MUSEUM OF ART
Notes to Financial Statements

December 31, 2014 and 2013

Expenses by natural classification and function have been incurred for the following for the years ended

December 31:
2014 2013
Salaries, wages, and benefits $ 4581,827 § 4,031,018
Office and occupancy 2,814,371 2,596,204
Supplies and materials 239,705 169,949
Cost of goods sold 202,103 289,184
Depreciation 615,859 644,850
Art accessions 979,644 3,563,122

$ 9433509 § 11,294,327

(10) Commitments

The Museum participated in a number of state and federally-assisted grant programs in fiscal year 2014.
The programs are subject to compliance audits. Such audits could lead to requests for reimbursement
by the grantor agency for expenditures disallowed under terms of the grants. The Museum believes that
the amount of disallowances, if any, which may arise from future audits, will not be material to the
financial statements.

The Museum has also entered into an employment agreement with a member of executive management.
Per the terms of said employment agreement, the Museum may incur compensation liabilities if the
employee is terminated without good cause during the term of the agreement.

(11) Fair Value Measurements

Fair value measurement standards established a framework for measuring fair value. That framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted priced in active markets for
identical assets or liabilities (Level 1 Measurements) and the lowest priority to unobservable inputs
(Level 3 Measurements). The three levels of the fair value hierarchy under the standard are described

below:

Level 1:

Level 2:

Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Museum has the ability to access.

Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive markets;

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

Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.
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(11) Fair Value Measurements (continued)

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

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

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair value:

Mutual funds, corporate stocks: Valued at fair value by using quoted prices for identical securities.
Limited partnership hedge funds: Valued at fair value by using discounted cash flow techniques.

Real property: Valued at historical cost, which approximates fair value by valuation techniques
regarding original purchase price.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Museum believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in
a different fair value measurement at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Museum’s assets at fair value

as of December 31, 2014.
Level 1 Level 2 Level 3 Total
Cash equivalents $ 1,456,465 $ - 3 - 3 1,456,465
Mutual funds
Segregated portfolio - - 81,917 81,917
Pooled equity fund 39,042,640 - - 39,042,640
Total return fund 5,301,175 - - 5,301,175
Hedged equity fund - - 1,840,588 1,840,588
Corporate stocks 233,138 - - 233,138
Limited partnership hedge funds - - 14,953 14,953
Real property - - 436,260 436,260
Other - 241,338 - 241,338
Total assets at fair value $ 46,033,418 $ 241338 $ 2,373,718 $ 48,648,474
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