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QUAM, BERGLIN & POST, P.C. 

of 
National Music Museum: 
Vermillion, South Dakota 

CERTIFIED PUBLIC ACCOUNTANTS 
110 WEST MAIN P.O. BOX 426 

ELK POINT. SOUTH DAKOTA 57025 

(605) 356-3374 

INDEPENDENT AUDITOR'S REPORT 

to Music 

We have audited the accompanying financial statements of National Music Museum: America's 
Shrine to Music, (a nonprofit organization) which comprise the statements of financial position 
as of June 30, 2016 and 2015, and the related statements of activities, and cash flows for the 
year then ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our 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 financial statements are material 



Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the National Music Museum: America's Shrine to Music, as of June 30, 
2016, and the changes in its net assets and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Report on Summarized Comparative Information 

We have previously audited National Music Museum's 2015 financial statements, and our report 
dated October 6, 2015, an unmodified opinion on those audited financial statements. In 
our opinion, as of and for the 
June 30, 2015, is consistent, in all audited financial statements from 
which it has been derived. 

Supplemental Information 

Our audit was conducted for the purpose of forming an opinion on the basic financial statements 
of the National Music Museum: America's Shrine to Music, taken as a whole. The 
accompanying Schedule of Functional Expenses and Schedules 1 through 6 of the 
supplemental information listed in the Table of Contents, are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. Such 
information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the 
financial statements or to the financial statements themselves, and other additional procedures 
in accordance with auditing standards generally accepted in the United States of America. In 
our opinion, the information is fairly stated in all material respects in relation to the financial 
statements taken as a whole. 

& 



NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 

2016 

ASSETS: 

Operating Cash & Equivalents $ 
Contributions Receivable, Current 23,960.00 

1 
Inventories 46,784.40 
Prepaid Expense 

Total Current Assets 

Cagital Assets 
Property & Equipment, net 82,396.66 

Total Capital Assets 82,396.66 

Other Assets 
Investments 
Reserve Investments 6,109,099.04 

Total Other Assets 6,109,099.04 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS: 
Accounts Payable $ 2,344.64 
Salaries Payable 120.20 
Accrued Leave 

2015 

$ 189,974.40 
23,960.00 
1 1 

140,032.03 
.11 

373,050.07 

1 .73 

1 .73 

201,664.51 
6,450,882.39 

6,652,546.90 

$7,125,898.70 

$ 2,776.65 
120.20 
116.81 

3.66 



NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
STATEMENT OF ACTIVITIES 

Support: 
Memberships 
General Cash Contributions 
Corporate Contributions 
Contributions-noncash 
Grants & Other Support 

Revenue: 
Investment Income 
Public Programming 
Research Services 

Other Revenue (Schedule 6) 

Total Support and Revenue 

5) 

Net Assets Added to/(Released from) 
Restrictions 

Total Support and Revenue after 
Restriction Adjustments 

Expenses: 
Program Services 
Supporting Services: 

Management and General 

Fund Raising 

FOR THE YEAR ENDED 

Unrestricted 

648.41 

537,128.42 

1,245,930.48 

901,526.09 

568,711.35 
132,860.89 

June 30, 2016 
Temporarily 
Restricted 

640,477.85 

104,114.45 

Permanently 
Restricted 

$ 

11 

117,830.64 

(54,608.02) 

$ 

TOTAL 

39,343.30 
370,811.22 

632,048.46 

648.41 

1,295,436.91 

1,295,436.91 

901,526.09 

568,711.35 
132,860.89 

Total Expenses 1,603,098.33 

Capital Additions: 

June 30, 2015 

$ 

TOTAL 

147,091.20 
884,712.91 
11 

234.56 
450.00 

1,955,527.18 

1 

996,503.57 

416,278.79 

1 



NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED 

June 30, 
201 

June 30, 
2015 

OPERATING ACTIVITIES 
Changes in net assets $ (507,814.78) $ 438,863.10 

Depreciation expense 20,358.21 23,271.10 

Prior Period Adjustment (75,213.66) 

Change in receivables (834.52) 7,653.96 

Change in prepaid expense (10,395.95) (4,815.75) 

Change in inventories 93,247.63 4,992.38 
Change in deferred revenue 

Change in liabilities 

Net cash used by operating activities (480,245.10) 

INVESTING ACTIVITIES: 

Purchase of property and equipment (2,453.14) (9,099.00) 

Change in investments 201,664.51 871,444.83 

Change in reserve investments 341 {1,430,297.14) 

Net cash from investing activities 



NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

NOTE 1 - Summary of Significant Accounting Policies 

The National Music Museum: America's Shrine to Music (the Museum) serves the people of 
South Dakota and the Nation as an international center for collecting and conserving musical 
instruments of all cultures and bringing people together to study, enjoy, and understand our 
diverse musical heritage. It with and is located on the campus of The University of 
South Dakota. 

been 
accrual basis in accordance with generally accepted accounting principles. 

on 

Financial Statement Presentation: The Museum has adopted Statement of Financial Accounting 
Standards No. FASB ASC-958, "Financial Statements of Not-for-Profit Organizations. Under 
FASB ASC-958, the organization is required to report information regarding its financial position 
and activities according to the following three classes of net assets: 

Unrestricted net assets represents the portion of expendable funds that is available for support 
of the Museum's operations. 

Temporarily restricted net assets represent resources that are restricted for the acquisition of 
musical instruments, capital construction, exhibitions, publications, and other restricted 
purposes. When the purpose of the restriction is accomplished, temporarily restricted assets 
are classified to unrestricted net assets and reported in the statement of activities as released 
from restriction. 

Permanently restricted net assets are endowment funds that are subject to restrictions of gift 
instruments requiring in perpetuity that the principal be invested and the income only be used 
for purposes designated. 



Use of Estimates 
The organization prepares its financial statements on the accrual basis of accounting in 
conformity with generally accepted accounting principles. These principles require 
management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Actual amounts could differ from those estimates. 

Comparative Data: 
The financial statements include certain June 30, 2015 comparative information. With respect 
to the statement of financial position, the statement of activities, and the statement of cash 
flows, such prior information is not presented by net asset class and, in the statement of 
functional expenses, the June 30, 2015 expenses by object are presented in total rather than by 
functional category. Accordingly, such information should be read in conjunction with the 
organization's financial statements for the year June 30, 2015 from which the 
summarized information was ni::>irn,c:,n 

Museum Collections 
The Museum collections, which were acquired through purchases and contributions since the 
organization's inception, are not recognized as assets on the statement of financial position. 
Purchases of collection items are recorded as decreases in unrestricted net assets in the year in 
which the items are acquired, or as temporarily or permanently restricted net assets if the assets 
used to purchase the items are restricted by donors. Proceeds from deaccessions or insurance 
recoveries are reflected as increases in the appropriate net asset classes. 

Merchandise Inventories 
Merchandise inventories are carried at the lower of average cost or market 

Investments 
Some of the Museum's endowed accounts are invested in a pooled account with the University 
of South Dakota Foundation. On June 30, 2016, the University of South Dakota Foundation 
reported a current year unrealized gain on its pooled account Net earnings and any additions 
from donations were allocated to each endowed account of the National Music Museum's 
Investment Fund. University of South Dakota Foundation has a policy of providing a payout of 
4.40%, which was available for each account on July 1, 201 



NOTE 3 - Permanently Restricted Net Assets 

Permanently restricted net assets are endowment funds restricted in perpetuity with the 
principal invested and the income used for the purposes designated. Income generated by 
these assets is transferred to temporarily restricted net assets and unrestricted net assets 
unless stipulated otherwise. During the year a total of $172,438.66 was released from the 
permanently restricted fund to the unrestricted fund. 

NOTE 4 - University of South Dakota Foundation 

Funds held the University of South LFa,,uu:::, as 2016 are 
as follows: 

Carrying Value 

11 

NOTE 5 - Changes in Investments 

The following summarizes the reserve investment changes in the Statement of Financial Position 
for the year ended June 30, 2016. 

SD 
Community Fdn 

Beginning Balance 
Additions: 

Investment Income 
Realized Gain (Loss) 
Unrealized Gain (Loss) 

Transfers/Reclassification 
Investment I-V!nPr1c::i::i,c:: 

balance 

$ 

NOTE 6 - Property and Equipment 

14,073.72 

309.54 
(0.78) 

(466.07) 

$ 

Certificates USO 
Of Deposit Foundation Total 

59,982.91 $ 6,376,825.76 $ 6,450,882.39 

647.51 117,521.10 118,478.15 
194,400.04 194,399.26 

(359,549.03) (360,015.1 



NOTE 7 - Concentration of Credit Risk 

The Museum maintains cash balances at Bank of the West, First Dakota Bank, and First Bank 
and Trust in South Dakota, which are insured by the Federal Deposit Insurance Corporation up 
to $250,000. As of June 30, 2016, all of these deposits were insured by the FDIC. 

The Museum is one of nine non-related organizations which hold investments with the 
University of South Dakota Foundation in Vermillion, South Dakota. The University of South 
Dakota Foundation investments are held 18.9% in fixed income securities, 43.4% in domestic 
equity securities, 1 in international equity and in other assets. 

NOTE 8- Donated Facilities 

The Museum occupies several buildings on the University of South Dakota campus. No rent is 
paid by the Museum. It is estimated that the approximate fair value of the annual rent, utilities, 
maintenance, and security is $246,952 and it is included in grants and other support and 
expenses in the Statement of Activities. 

NOTE 9 - Subsequent Events 

In preparing these financial statements, the Museum has evaluated events and transactions for 
potential recognition or disclosure through May 10, 2017, the date the financial statements were 
available to be issued. 

NOTE 10- Prior Period Adjustment 

Inventory in prior years included items that were not owned by the Museum. So, to accurately 
reflect the amount of inventory held by the Museum as of June 30, 3.66 was 
adjusted from the beginning temporarily restricted net assets. 



Operating: 

Personnel 
Internship Program 
Graduate Program 
Archival 
Audit/Legal 

NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED 

2016 

PROGRAM SERVICES FUND 
ADMINISTRATIVE RAISING 

$ 627,244.67 $203,430.70 $ $ 
14,974.48 
21 

1 602.23 
41,094.44 

Bank Charges/ Credit Card Fees 455.03 
Billboards 36,041.25 15,446.25 
Board Activities 3,109.89 
Computer Software & Support 21,799.34 
Conservation 10,112.70 
Depreciation 20,358.21 
Dues & Membership Fees 7,094.50 
Exhibitions 8,649.22 
Subscriptions 2,416.01 
Fees 11.58 
Freight & Shipping 361.77 
Furniture & Equipment 14,618.39 
Hospitality 316.62 
Insurance 21,894.05 
Investment Manager Fees 69,758.59 
Library Materials 7,474.14 
Maintenance & Rental 80,881.62 34,663.55 
Marketing 1 
Media 
Membership Services 
Miscellaneous 
Newsletter 
Office 

June 

TOTAL 

$ 878,303.44 
14,974.48 1 
21 1 

41,094.44 1 
455.03 407.58 

51,487.50 71,700.18 
3,109.89 3,623.22 

21,799.34 7,680.05 
10,112.70 1,114.41 
20,358.21 23,271.10 

7,094.50 4,524.79 
8,649.22 19,448.24 
2,416.01 1,607.12 

11.58 4.53 
361.77 101.83 

14,618.39 11,349.93 
316.62 1,420.25 

21,894.05 16,136.25 
69,758.59 69,519.47 

7,474.14 5,797.69 
115,545.17 110,178.06 
1 5,648.55 

1 



NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
SCHEDULES TO FINANCIAL STATEMENTS 

Funds of the following: 

2.18 

1 

2.18 

1 



NATIONAL MUSIC MUSEUM: AMERICA'S SHRINE TO MUSIC 
SCHEDULES TO FINANCIAL STATEMENTS 

Schedule 2 - Permanently Restricted Funds consist of the following: 

Mr. & Mrs. R E Rawlins/Larson Estate 
Mr. & Mrs. Clifford E Graese 
Mr. & Mrs. R E Rawlins 
Marge Rawlins Estate 
Edith Siegrist Estate 
SD Community Foundation 
Clois E Smith 

Adams Estate 

Schedule 3 - Contributions-Noncash 

Contributions of items or services other than cash, valued at market value for stocks, 
appraised value for instruments, books, music, etc., consist of the following: 

Temporarily Permanently 
Unrestricted 

Books/ Periodicals $ $ 950.00 $ 
Instruments 15,330.00 
Miscellaneous 2,195.00 
Music 100.00 
Photographs 1,100.00 
Sound Recordings 

Schedule 4 * Grants & Other Support 

South Dakota 

June 30, June 30, 

$2,159,507.84 $2,287,93112 
241,079.27 255,415.91 
471,039.40 499,051.54 

119,528.97 
1 

June 30, June 30, 
2016 2015 

$ 950.00 $ 14,594.99 
15,330.00 101,155.00 
2,195.00 1,798.80 

100.00 725.67 
1,100.00 1,041.85 



Schedule 5 - Investment Income 

Temporarily Permanently June 30, June 30, 
2015 

Checking and Certificates $ $ $ $ $ 5,409.45 
South Dakota Community Foundation 

Investment Income 309.54 309.54 
University of South Dakota 
Foundation 

Investment Income 1 

Investment Income 

Schedule 6 - Other Revenue 

Temporarily Permanently June 30, June 30, 
Unrestricted Restricted Restricted 2015 

Merchandise Sold 
Sales $ $ 27,852.24 $ $ 27,852.24 $ 31,398.30 
Cost of Goods Sold (31,460.93} (31,460.93) (17,893.98) 

Miscellaneous 77,848.03 77,848.03 2,481.99 
Amazon Sales 491.06 491.06 
Tea Room 
Total 




