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Independent Auditors’ Report

To the Trustees of The Isabella Stewart Gardner Museum, Incorporated
Trustee under the Will of Isabella Stewart Gardner
Boston, Massachusetts

We have audited the accompanying financial statements of The Isabella Stewart Gardner Museum, Incorporated,
Trustee under the Will of Isabella Stewart Gardner (the “Museum”), which comprise the statements of financial
position as of June 30, 2015 and 2014, and the related statements of activities, and cash flows for the years 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.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits 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 auditors’ 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 Isabella Stewart Gardner Museum, Incorporated, Trustee under the Will of Isabella Stewart
Gardner as of June 30, 2015 and 2014, 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.

December 15, 2015
Boston, Massachusetts

THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Statements of Financial Position
June 30,
2015

2014

Assets
Cash and cash equivalents
Receivables:
Pledges receivable, net
Contributions receivable from remainder trusts
Other receivables

$

5,390,395

$

5,353,004

2,003,722
2,934,014
1,301,383

4,109,285
2,892,134
1,091,877

Total receivables, net

6,239,119

8,093,296

Prepaids, inventory and other assets
Short-term investments

1,006,022
15,134,146

1,082,989
12,148,807

133,044,212
408,127
133,452,339
(32,828,673)

133,044,212
199,323
133,243,535
(27,154,289)

100,623,666

106,089,246

4,482,944

4,482,944

105,106,610

110,572,190

168,899,136

166,278,245

Museum property:
Building improvements and other museum property
Construction in progress
Less - accumulated depreciation

Historic building, contents and land
Total museum property
Investments of endowed funds
Total assets

$

301,775,428

$

303,528,531

$

1,171,198
190,601
30,550,000
618,993

$

1,525,485
105,687
32,075,000
749,214

Liabilities and Net Assets
Liabilities:
Accounts payable and other accrued expenses
Deferred income
Bonds payable
Unamortized premium on bonds payable
Total liabilities
Net assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See accompanying notes to the financial statements.

$

32,530,792

34,455,386

81,293,993
97,349,034
90,601,609

83,987,534
96,099,040
88,986,571

269,244,636

269,073,145

301,775,428

$

303,528,531
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Statement of Activities
Years Ended June 30,

Operating
Revenue and other support:
Admissions
Store
Membership
Rental events
Other earned income
Grants and gifts
Satisfaction of restricted grants and gifts
Annual appeal
Special events
Investment income and net appreciation
Allocation of endowment income

$

Total revenue and other support
Expenses:
Security and museum services
Collection, conservation and public programs
Development and external relations
Administration
Special projects
Facilities and maintenance
Depreciation
Interest expense
Total expenses
Total change in net assets

See accompanying notes to the financial statements.

$

- $
2,041,385
2,661,374
379,983
(512,625)

Total
Unrestricted
1,670,630 $
902,696
716,613
497,824
369,860
2,799,535
4,203,614
1,934,857
749,240
395,014
5,956,693

Temporarily
Restricted
- $
8,400,786
(4,203,614)
367,950
2,641,565
(5,956,693)

Permanently
Restricted

2015
Total

2014
Total

- $
1,615,038
-

1,670,630 $
902,696
716,613
497,824
369,860
12,815,359
1,934,857
1,117,190
3,036,579
-

1,636,752
942,618
705,752
537,780
313,304
19,807,179
1,919,168
1,128,646
20,491,466
-

15,626,459

4,570,117

20,196,576

1,249,994

1,615,038

23,061,608

47,482,665

2,899,752
4,973,432
2,608,492
2,753,114
1,961,267
400,000
-

288,528
(350,000)
681,773
5,274,384
1,399,375

2,899,752
4,973,432
2,897,020
2,403,114
681,773
1,961,267
5,674,384
1,399,375

-

-

2,899,752
4,973,432
2,897,020
2,403,114
681,773
1,961,267
5,674,384
1,399,375

2,828,702
4,305,529
2,585,878
2,358,571
287,715
1,767,870
5,604,621
1,438,596

15,596,057

7,294,060

22,890,117

-

-

22,890,117

21,177,482

(2,723,943)

(2,693,541)

1,249,994

1,615,038

171,491

26,305,183

1,552,333

82,435,201

83,987,534

96,099,040

88,986,571

269,073,145

242,767,962

1,582,735 $

79,711,258 $

81,293,993 $

97,349,034 $

90,601,609 $

269,244,636 $

269,073,145

30,402

Net assets, beginning of year
Net assets, end of year

1,670,630 $
902,696
716,613
497,824
369,860
758,150
1,542,240
1,934,857
749,240
15,031
6,469,318

Property
and Other
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Statement of Activities
Year Ended June 30, 2014

Operating
Revenue and other support:
Admissions
Store
Membership
Rental events
Other earned income
Grants and gifts
Satisfaction of restricted grants and gifts
Annual appeal
Special events
Investment income and net appreciation
Allocation of endowment income

$

Total revenue and other support
Expenses:
Security and museum services
Collection, conservation and public programs
Development and external relations
Administration
Special projects
Facilities and maintenance
Depreciation
Interest expense
Total expenses
Change in net assets before adjustments

See accompanying notes to the financial statements.

$

Permanently
Restricted

Total

- $
8,598,123
(3,685,354)
587,621
18,809,548
(5,289,968)

- $
10,253,651
-

1,636,752
942,618
705,752
537,780
313,304
19,807,179
1,919,168
1,128,646
20,491,466
-

18,209,044

19,019,970

10,253,651

47,482,665

2,828,702
4,305,529
2,288,255
2,846,176
1,767,870
200,000
-

297,623
(487,605)
287,715
5,404,621
1,438,596

2,828,702
4,305,529
2,585,878
2,358,571
287,715
1,767,870
5,604,621
1,438,596

-

-

2,828,702
4,305,529
2,585,878
2,358,571
287,715
1,767,870
5,604,621
1,438,596

14,236,532

6,940,950

21,177,482

-

-

21,177,482

(3,131,742)

(2,968,438)

19,019,970

10,253,651

26,305,183

-

-

-

-

(3,031,742)

(2,968,438)

19,019,970

10,253,651

26,305,183

1,489,029

85,466,943

86,955,972

77,079,070

78,732,920

242,767,962

1,552,333 $

82,435,201 $

83,987,534 $

96,099,040 $

88,986,571 $

269,073,145

63,304

Net assets, beginning of year

1,636,752 $
942,618
705,752
537,780
313,304
955,405
3,685,354
1,919,168
541,025
1,681,918
5,289,968

Temporarily
Restricted

3,809,208

(100,000)

Total change in net assets

- $
26,263
2,607,942
1,669,937
(494,934)

Total
Unrestricted

14,399,836

163,304

Reclassification of net assets

Net assets, end of year

1,636,752 $
942,618
705,752
537,780
313,304
929,142
1,077,412
1,919,168
541,025
11,981
5,784,902

Property
and Other

100,000
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Statements of Cash Flows

Years Ended June 30,
2015
2014
Cash flows from operating activities:
Change in net assets

$

Adjustments to reconcile change in net assets to net cash used in
operating activities:
Depreciation
Contributions and change in value of remainder trusts
Restricted contributions
Net realized and unrealized gains on investments
Changes in:
Pledges and other receivables
Prepaids, inventory and other assets
Accounts payable and accrued expenses
Deferred income
Net cash used in operating activities
Cash flows from investing activities:
Expenditures for museum property
Net purchases of short-term investments
Purchase of long-term investments
Redemption of long-term investments
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from contributions restricted for:
Endowment
Plant and other
Principal payments on bonds payable
Net cash provided by financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

171,491 $

26,305,183

5,674,384
(41,880)
(12,367,178)
(2,976,435)

5,604,621
(343,597)
(20,354,343)
(20,600,481)

1,896,057
76,967
(354,287)
84,914

2,264,862
(27,311)
(1,467,396)
(22,134)

(7,835,967)

(8,640,596)

(339,025)
(2,985,339)
(32,188,018)
32,543,562

(708,927)
(1,915,100)
(26,407,832)
20,919,084

(2,968,820)

(8,112,775)

2,093,732
10,273,446
(1,525,000)

9,181,140
11,173,203
(1,485,000)

10,842,178

18,869,343

37,391

2,115,972

5,353,004

3,237,032

Cash and cash equivalents, end of year

$

5,390,395 $

5,353,004

Supplemental disclosures:
Cash paid for interest

$

1,539,763 $

1,584,313

See accompanying notes to the financial statements.
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 1 - Description of Organization and Summary of Significant Accounting Policies
The Isabella Stewart Gardner Museum, Incorporated (the “Museum”) is the sole trustee under the will of Isabella
Stewart Gardner. The Museum owns the property that is located at 25 Evans Way, Boston, Massachusetts, as well
as Mrs. Gardner’s art collection contained therein. The Museum Corporation operates the Museum campus which
includes a historic building with three floors of artwork, outdoor gardens, as well as additional purpose-built
spaces for visitor accommodation, public programs and administration. The following is a summary of the
significant accounting policies of the Museum.
Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis and in accordance with the
reporting principles of not-for-profit accounting. Resources are classified into separate net asset classes in
accordance with donor-imposed restrictions and legal restrictions under Massachusetts law. The categories
unrestricted, temporarily restricted, and permanently restricted net assets are defined as follows:
Unrestricted
Unrestricted net assets are those resources that have no time or use restrictions. The Museum separates
this category of net assets into two sub-categories: Operating and Property and Other. Operating
activities are those related to the ongoing operation, programming and maintenance of the Museum. The
Property and Other sub-category include activities that are one-time or episodic in nature; also included
are resources over which the Trustees have discretionary control, including the unrestricted endowment
and reserve funds.
Temporarily Restricted
Temporarily restricted net assets are those resources subject to donor-imposed restrictions which will be
satisfied by the actions of the Museum or the passage of time. Appreciation on permanently restricted net
assets is recorded in temporarily restricted net assets and may be expended under the terms of the gift
instrument or, in the absence of specific terms, in accordance with Massachusetts law.
Permanently Restricted
Permanently restricted net assets are those resources subject to the donor-imposed restriction that they be
maintained permanently by the Museum. The donors of these resources require that the principal be
invested in perpetuity and permit the income earned, including appreciation, to be used, all or in part, for
unrestricted or temporarily restricted purposes. The Museum reports its historic building, contents and
land in this category because of their restricted use imposed by the will of Isabella Stewart Gardner.
Fair Value Measurements
The Museum reports certain assets and liabilities at fair value on a recurring and non-recurring basis
depending on the underlying accounting policy for the particular item. Recurring fair value measures include
short-term investments and investments of endowed funds. Non-recurring measures include pledges
receivable, and the contributions receivable from remainder trusts.
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Fair Value Measurements (Continued)
Fair value standards require an entity to maximize the use of observable inputs (such as quoted market prices
in active markets) and minimize the use of unobservable inputs (such as appraisals or other valuation
techniques) to determine fair value. The Museum reports certain investments under the so-called “practical
expedient” rule, which allows net asset value per share to represent fair value for reporting purposes when the
criteria for using this method are met. Fair value standards require the Museum to categorize its financial
instruments into a three-level hierarchy based on the priority of inputs to the valuation technique and based on
liquidity provisions, as discussed below.
Level 1 – Quoted prices are available in active markets for identical instruments as of the reporting date.
Instruments which are generally included in this category include listed equity and debt securities that are
publicly traded on a stock exchange.
Level 2 – Pricing inputs are other than quoted prices in active markets, which are either directly or
indirectly observable as of the reporting date, and fair value is determined through the use of models or
other valuation methodologies. Level 2 assets include investments reported at net asset value per share
with withdrawal restrictions of six months or less.
Level 3 – Pricing inputs are unobservable for the instrument and include situations where there is little, if
any, market activity for the instrument. The inputs into the determination of fair value require significant
management judgment or estimation. Level 3 assets include investments reported at net asset value per
share with withdrawal restrictions of more than six months.
In some instances, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such instances, an instrument’s level within the fair value hierarchy is based on the lowest level
of input that is significant to the fair value measurement.
Market price is affected by a number of factors, including the type of instrument and the characteristics
specific to the instrument, as well as the effects of market, interest and credit risk. Instruments with readily
available actively quoted prices or for which fair value can be measured from actively quoted prices generally
will have a higher degree of market price observability and a lesser degree of judgment used in measuring fair
value.
It is reasonably possible that different assumptions or changes in values of these instruments could occur
which could materially affect amounts reported in these financial statements. For more information on the fair
value of the Museum’s financial instruments, see Note 4 - Fair Values of Financial Instruments.
Cash and Cash Equivalents
Cash and cash equivalents consist of cash and money market accounts. These assets are stated at cost, which
approximates fair value. Cash and cash equivalents held by investment managers are considered part of
investment balances. The Museum may hold amounts at a single financial institution in excess of federally
insured limits. The Museum monitors its exposure associated with cash and cash equivalents and has not
experienced any losses in such accounts.
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Pledges, Grants and Gifts and Annual Funds
Unconditional promises to give are recorded at fair value when initially pledged using a Level 2 fair value
approach. Pledges that are expected to be collected in more than one year are recorded at present value using
a risk-adjusted rate to account for the inherent risk associated with the expected future cash flows.
Amortization of the discount is included in gift and grant revenue. Unconditional promises to give are
periodically reviewed to estimate an allowance for doubtful collections. Conditional promises to give are not
included as revenue until the conditions are substantially met.
Contributions Receivable from Remainder Trusts
The Museum records the fair value of contributions from remainder trusts upon notification that it has an
irrevocable interest in trust assets using a Level 3 fair value approach. The receivable is measured at the
present value of estimated future cash flows and recorded presuming a time restriction plus the effects of any
further donor restriction. Present values are updated annually for remaining life expectancies using the
discount rates set when the contributions were initially recorded.
Inventories
Inventories for the Museum shop are recorded at the lower of average cost or market.
Short-term Investments
Short-term investments are comprised of unspent and undesignated capital campaign funds. These funds
consist of cash, money market accounts and treasury notes and are stated at cost, which approximates fair
value.
Museum Property
Museum property which existed in 1936 is stated at appraised values established as of December 24, 1936.
Subsequent additions are stated at cost. The Museum capitalizes renovations and other additions that
materially add to the value of the related assets and extend their useful lives. Equipment and furnishings of
relatively small dollar amounts are expensed.
Depreciation of property, plant and equipment is computed using the straight-line method based on estimates
of useful lives. The estimated useful lives are principally 10 to 40 years for buildings and improvements and 3
to 10 years for other property. Depreciation for construction in progress begins upon completion of the related
project. Fair value of donated fixed assets is effectively recorded using a Level 3 market approach.

9

THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 1 - Description of Organization and Summary of Significant Accounting Policies (Continued)
Investments
Investments are carried at fair value. Interest, dividends and net gains or losses on investments are reported as
increases or decreases in permanently restricted net assets if the terms of the original gift require that they be
applied to the principal of a permanent endowment fund; as increases or decreases in temporarily restricted
net assets if the terms of the gift and/or relevant state law impose restrictions on the current use of the income
or net gains and losses; and as increases or decreases in unrestricted net assets in all other cases. For more
information on the fair value of the Museum’s investments, see Note 4.
Revenue Recognition
The Museum’s revenues from sales and services are recognized when earned which in most cases is when
paid for.
Income Taxes
The Museum is recognized by the Internal Revenue Service as an organization described in Section 501(c)(3)
of the Internal Revenue Code and is generally exempt from Federal and state income taxes on related income.
Accordingly, no provision for income taxes is made in the financial statements.
The Museum has determined that its status as a tax exempt entity and its determinations as to its income being
related and unrelated are not uncertain tax positions within the meaning of generally accepted accounting
principles for its open tax years. The Museum’s Federal and state income tax returns are generally open for
examination for three years following the date filed.
Use of Estimates in the Preparation of Financial Statements
The preparation of financial statements in conformity with generally accepted accounting principles in the
United States of America 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. Significant
management estimates include reserves for doubtful pledges, discounts on pledges receivable, fair value of
certain investments, useful lives of depreciable assets, value of charitable remainder trusts, releases from
restriction, and expense allocation by function. Actual results could differ from those estimates.
Subsequent Events
The Museum has evaluated subsequent events through December 15, 2015, the date the financial statements
were issued.
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 2 - Pledges Receivable
Pledges receivable which are expected to be collected within one year are recorded at their net realizable value.
Pledges receivable that are expected to be collected in future years are recorded at the present value of estimated
future cash flows, measured at a discount rate of 5%.
The Museum had the following pledges receivable outstanding at June 30:

Temporarily restricted non-operating support
Permanently restricted endowment

2015

2014

$

1,506,160 $
698,925
2,205,085
(91,109)
(110,254)

3,228,619
1,269,840
4,498,459
(164,251)
(224,923)

$

2,003,722 $

4,109,285

$

943,053 $
1,262,032

2,480,367
2,018,092

$

2,205,085 $

4,498,459

Less: unamortized discount
Less: allowance for uncollectibles
Pledges, net
Amounts due in:
Less than one year
One to five years

Pledge intentions and conditional pledges were approximately $10.2 million and $18.1 million as of June 30,
2015 and 2014, respectively.

Note 3 - Investments of Endowed Funds
The Museum’s endowed funds are managed by an Investment Committee made up of Trustees with investment
experience and with assistance from professional investment consultants. The Museum 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 or enhance the purchasing power of the endowment assets.
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 3 - Investments of Endowed Funds (Continued)
The Museum employs external investment managers, with discretion to manage a designated portion of the
portfolio to best achieve the investment objectives and requirements of the Museum under guidelines set forth in
the Museum’s written investment policy statement. The investment portfolio is designed to provide a consistent or
enhanced level of support for the Museum’s operations, with an average annual real total return (net of investment
management fees) of at least 5% over the long term (rolling five-year periods). The Museum believes the
investment management fees are comparable to the industry average, however, the fees have not been broken out
as some fees are netted by the investment managers against the total investment returns.
To satisfy its long-term rate-of-return objectives, the Museum diversifies its investment portfolio both by asset
class (e.g., equities, bonds, cash equivalents, and other alternative investments) and within each asset class (e.g.,
within equities by economic sector/style, industry, quality, size, etc.). The purpose of diversification is to provide
reasonable assurance that no single security or class of securities will have a disproportionate impact on the total
portfolio.
The Museum’s endowment consists of 142 individual funds established for a variety of purposes. These funds
include both donor-restricted endowment funds and funds designated by the Board of Trustees to function as
endowments.
The Board of Trustees authorized the withdrawal of a portion of the cumulative investment return to support
operating and property activities in the amounts of $6,469,000 and $5,785,000 in fiscal years ended June 30, 2015
and 2014, respectively. These amounts represent 5% of the 36-month rolling average market values of
endowment funds for which market value exceeded historic cost at the time the withdrawal amount was
authorized. The Board has authorized the withdrawal of $7,300,000 for the fiscal year ending June 30, 2016.
From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall
below the level that the donor requires the Museum to retain as a fund of perpetual duration. In accordance with
GAAP, deficiencies of this nature are reported in unrestricted net assets. There were no such funds as of June 30,
2015 or 2014.
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 3 - Investments of Endowed Funds (Continued)
The change in the Museum’s endowment assets was as follows for the years ended June 30:

Unrestricted
Net Assets
Endowments at beginning of year
Gifts and additions
Net investment return
Amounts appropriated under endowment
spending policy for operations
Endowments at end of year
Temporarily restricted funds invested
alongside endowment
Balance due from working capital

$

$

Temporarily
Restricted
Net Assets

2015
Permanently
Restricted
Net Assets

Total

11,401,731 $
2,041,385
240,391

72,305,354 $
2,641,566

80,589,513 $
2,093,732
-

164,296,598
4,135,117
2,881,957

(512,625)
13,170,882 $

(5,956,693)
68,990,227 $

82,683,245

(6,469,318)
164,844,354
4,263,714
(208,932)

Total investments

$

168,899,136

During 2015, the net investment return on the statement of activities totaled $3,036,579 which was comprised
of net investment return on the endowment of $2,881,957, and $154,622 of interest and dividends on cash and
short-term investments. During 2014, the net investment return on the statement of activities totaled
$20,491,466 which was comprised of net investment return on the endowment of $20,261,330, and $230,136
of interest and dividends on cash and short-term investments.

Unrestricted
Net Assets
Endowments at beginning of year
Gifts and additions
Net investment return
Amounts appropriated under endowment
spending policy for operations
Endowments at end of year
Temporarily restricted funds invested
alongside endowment
Balance due from working capital
Total investments

$

$

Temporarily
Restricted
Net Assets

2014
Permanently
Restricted
Net Assets

Total

10,418,622 $
26,263
1,451,780

58,785,772 $
18,809,550

71,408,373 $
9,181,140
-

140,612,767
9,207,403
20,261,330

(494,934)
11,401,731 $

(5,289,968)
72,305,354 $

80,589,513

(5,784,902)
164,296,598
3,182,211
(1,200,564)
$

166,278,245
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THE ISABELLA STEWART GARDNER MUSEUM, INCORPORATED,
TRUSTEE UNDER THE WILL OF ISABELLA STEWART GARDNER
Notes to Financial Statements

Note 4 - Fair Values of Financial Instruments
The following tables present financial assets at June 30, 2015 and 2014 that the Museum measures at fair value on
a recurring basis, by level within the fair value hierarchy:

2015
Level 1

Level 2

Level 3

Total

Cash and Cash Equivalents
Fixed Income Funds
Equities
Inflation Hedging
Marketable Alternatives
Non-Marketable Assets

$

17,280,276 $
3,142,325
6,151,809
-

- $
51,720,411
32,450,270
-

- $
57,166,088
987,957

17,280,276
3,142,325
57,872,220
89,616,358
987,957

Total Investments of Endowment Funds

$

26,574,410 $

84,170,681 $

58,154,045 $

168,899,136

2014
Level 1
Cash and Cash Equivalents
Fixed Income Funds
Equities
Inflation Hedging
Marketable Alternatives
Non-Marketable Assets

$

Total Investments of Endowment Funds

$

Level 2

15,224,831 $
3,115,194
11,192,966
7,224,205

Level 3
- $

- $

-

-

42,524,294

52,026,979
1,476,007

-

-

33,493,769

-

-

36,757,196 $

Total

76,018,063 $

53,502,986 $

15,224,831
3,115,194
53,717,260
7,224,205
85,520,748
1,476,007
166,278,245
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Note 4 - Fair Values of Financial Instruments (Continued)
The changes in investments measured at fair value for which the Museum used Level 3 inputs to determine the
fair value are as follows:

Marketable
Alternatives

NonMarketable
Assets

Balance as of July 1, 2013
Net investment gain
Transfers to Level 2
Purchases
Redemptions and distributions
Balance as of June 30, 2014
Net investment gain
Transfers from Level 2
Purchases
Redemptions and distributions

$

39,341,779 $
5,256,498
(1,218,859)
12,000,000
(3,352,439)
52,026,979
2,458,613
1,430,890
3,333,333
(2,083,727)

2,230,386 $
247,551
(1,001,930)
1,476,007
75,155
(563,205)

Balance as of June 30, 2015

$

57,166,088 $

987,957 $

Total
Level 3
41,572,165
5,504,049
(1,218,859)
12,000,000
(4,354,369)
53,502,986
2,533,768
1,430,890
3,333,333
(2,646,932)
58,154,045

Some investment managers maintain “side pockets” or designated illiquid investments, and such funds are
reported as Level 3 assets. The net change in value of the “side pockets” is reported as transfers to/from Level 2 in
the schedule above. The Museum has no commitments to invest additional funds as of the reporting date.
Management has no intentions or plans to liquidate any NAV practical expedient investments at other than NAV
per share.
Under unusual circumstances, fund managers can reserve the right to limit distributions to shareholders; however,
the Museum has not experienced any changes or limits over fund distributions.
Management has determined that fair value approximates carrying value for cash and cash equivalents, prepaid
assets, other receivables, accounts payable and accrued expenses. Management has no practical or cost effective
way of determining fair value for pledges receivable. Fair value of bonds payable is discussed in Note 5 - Bonds
Payable.
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Note 5 - Bonds Payable
The Museum has bonds outstanding that bear fixed interest rates ranging from 3% to 5% that mature at various
dates through May 1, 2029. The bonds were issued at a premium of $1,444,201, which is being amortized over
the life of the bonds. The bonds include a pledge of gross receipts by the Museum.
Bond interest expense was $1,529,596 and $1,576,888 in the years ended June 30, 2015 and 2014, respectively.
Bond premium amortization was $130,221 and $138,291 in the years ended June 30, 2015 and 2014, respectively,
and is a credit netted against interest expense. Costs of issuance of $506,515 have been capitalized and are being
amortized over the life of the bonds; unamortized bond issuance costs are included in Prepaid and Other Assets.
Scheduled maturities of the bonds are as follows:

2016
2017
2018
2019
2020
Thereafter

$

1,590,000
1,650,000
1,730,000
1,815,000
1,905,000
21,860,000

Total bonds payable

$

30,550,000

As of June 30, 2015 and 2014, the fair value of the Museum’s bonds payable approximated $35 million and $37
million, respectively, based on quoted market prices for the same or similar issues. The fair value reflects what
the Museum would have to pay based on current interest rates and credit position and does not reflect an
additional liability to the Museum.

Note 6 - Employee Retirement Plans
The Museum has a 403(b) retirement plan in which eligible employees may invest a portion of their
compensation. Employer contributions into the plan on behalf of eligible employees are discretionary and vest
over a two year period. Employees become eligible for employer contributions after one year of service.
Employer contributions made under this plan totaled $230,506 and $233,599 during fiscal years ended June 30,
2015 and 2014, respectively.
The Museum also offers a tax-deferred retirement plan regulated by U.S. Internal Revenue Code Section 457(b)
which allows certain employees to contribute pre-tax compensation deferrals to the plan, subject to annual
statutory limitations. The Museum does not contribute to this plan.
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Note 7 - Net Assets
Temporarily restricted net assets include the following categories as of June 30:

2015
Accumulated unspent gains on endowments:
Collection conservation and building preservation
Curatorial programs
Music, contemporary, and horticulture programs
Education and other public programs
Undesignated
Other purposes
Total unspent gains on endowments
(subject to Trustee appropriation)
Gifts and grants designated for operating activities
Gifts and grants designated for non-operating activities
Pledges receivable and charitable remainder trusts
Temporarily restricted net assets

$

7,056,444
6,273,647
3,249,687
2,833,970
48,280,022
1,296,457

2014

$

68,990,227
1,298,068
25,558,423
1,502,316
$

97,349,034

7,431,354
6,855,201
3,401,860
3,075,561
50,120,775
1,420,603
72,305,354
1,612,615
19,093,766
3,087,305

$

96,099,040

Permanently restricted net assets are restricted as follows as of June 30:

2015
Endowed assets designated for the following purposes:
Collection conservation and building preservation
Curatorial programs
Music, contemporary, and horticulture programs
Education and other public programs
Undesignated
Other purposes
Investment in perpetuity, the income from which is expendable
(with appreciation recorded as temporarily restricted)
Pledges receivable and charitable remainder trusts
Historic building, contents and land
Permanently restricted net assets

$

28,899,819
16,645,218
11,648,946
7,073,611
15,415,651
3,000,000

2014

$

82,683,245
3,435,420
4,482,944
$

90,601,609

28,899,819
16,544,091
9,956,341
6,773,611
15,415,651
3,000,000
80,589,513
3,914,114
4,482,944

$

88,986,571
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Note 8 - Restrictions on Operating Surplus
The Trustees are directed, under the will of Isabella Stewart Gardner, to pay to certain designated hospitals any
surplus of income that, in the opinion of the Director and Trustees, will not be needed for the proper and
reasonable maintenance of the Museum. These amounts, if any, are payable at the end of successive five-year
periods, the most recent of which ended on December 31, 2014. The Trustees have determined all of the
Museum’s resources are needed for the proper and reasonable maintenance of the Museum.

Note 9 - Functional Expenses
The following summarizes the functional expenses for the year ended June 30:
2015
Museum programs
Management and general
Fundraising

2014

$

19,392,433 $
1,405,222
2,092,462

17,662,616
1,375,857
2,139,009

$

22,890,117 $

21,177,482

The above functional expense classifications reflect the ongoing programs of the Museum. Certain expenses such
as employee benefits, depreciation, security and building operations have been allocated to the functions
identified above. Methods used in allocating these expenses include actual expenses incurred and proportional
percentage allocation.

Note 10 - Commitments and Contingencies
As of June 30, 2015, the Museum was unable to estimate the range of settlement dates and the related
probabilities for certain asbestos remediation Asset Retirement Obligations (AROs). These conditional AROs are
primarily related to the encapsulated structural fireproofing that is not subject to abatement unless the buildings
are demolished and non-encapsulated asbestos that the Museum would remediate only if it performed major
renovations of certain existing buildings. Because these conditional obligations have indeterminate settlement
dates, the Museum could not develop a reasonable estimate of their fair values. The Museum will continue to
assess its ability to estimate fair values at each future reporting date. The related liability will be recognized once
sufficient additional information becomes available.
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