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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
General 
 
Cheekwood Botanical Garden and Museum of Art (“Cheekwood”) is a Tennessee not-for-profit 
corporation whose mission is to preserve the institution as a historical landmark where beauty and 
excellence in art and horticulture stimulate the mind and nurture the spirit.  Located in a historic 
residence and on 55 acres of botanical gardens, the institution provides historical interpretation, 
unique art and garden educational experiences for residents of Middle Tennessee and visitors from 
across the world.  The financial statements include the accounts and operations of the Swan Ball.  
The Swan Ball volunteers administer an annual special event (the “Swan Ball”) to benefit 
Cheekwood.  
 
Basis of Presentation 
 
The accompanying financial statements present the financial position and changes in net assets of 
Cheekwood on the accrual basis of accounting in conformity with accounting principles generally 
accepted in the United States of America (“GAAP”). 
 
Resources are classified as unrestricted, temporarily restricted or permanently restricted net assets, 
based on the existence or absence of donor-imposed restrictions, as follows: 
 

Unrestricted net assets are free of donor-imposed restrictions.  All revenues, gains and losses 
that are not temporarily or permanently restricted by donors are included in this classification.  
All expenditures are reported in the unrestricted class of net assets, since the use of restricted 
contributions in accordance with the donors’ stipulations results in the release of the restriction.  
Cheekwood has classified unrestricted net assets as follows: 
 

Undesignated - Cumulative results from activities which have not been designated 
by management or the Board of Directors for specific purposes. 
 
Amounts functioning as endowment - Contributions received with no specific 
restrictions by donors, but which have been designated by the Board of Directors to 
function as endowments. 
 
Board-designated as Swan Ball - Cumulative results of the Swan Ball designated by 
the Board of Directors for use by the Swan Ball volunteers to fund Swan Ball 
activities.  Amounts become undesignated and available for use by Cheekwood 
when funds are transferred from Swan Ball to Cheekwood accounts at the direction 
of the Swan Ball volunteers and approval from the Board. 
 
Designated for property, plant and equipment - Investment in land, buildings and 
equipment, net of any related debt. 
 
Various other designations (see Note 8). 

 
Temporarily restricted net assets are limited as to use by donor-imposed restrictions that expire 
with the passage of time or that can be satisfied by use for the specific purpose.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Basis of Presentation (continued) 

 
Permanently restricted net assets are amounts required by donors to be held in perpetuity, 
including gifts requiring that the principal be invested and the income or specific portions 
thereof be used for certain restricted or unrestricted purposes. 

 
Contributions and Support 
 
Contributions received are recorded as unrestricted, temporarily restricted or permanently 
restricted support, depending on the existence and/or nature of any donor restrictions. 
 
Contributions are considered to be available for unrestricted use unless specifically restricted by 
the donor; however, unrestricted contributions may be designated by the Board of Directors.  
Amounts received that are restricted by the donor for future periods or for specific purposes are 
reported as temporarily restricted or permanently restricted support that increases those net asset 
classes. When a restriction is fulfilled (that is, when a stipulated time restriction ends or purpose 
restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted and 
reported in the Statement of Activities as net assets released from restrictions. However, if a 
restriction is fulfilled in the same time period in which the contribution is received, the support is 
reported as unrestricted. 
 
Cheekwood also receives grant revenue from various state and local agencies.  Grant revenue is 
recognized in the period a liability is incurred for eligible expenditures under the terms of the 
grant. 
 
Cheekwood reports any gifts of equipment or materials as unrestricted support unless explicit 
donor restrictions specify how the assets must be used.  Gifts of long-lived assets with explicit 
restrictions as to how the assets are to be used or funds restricted for the acquisition of long-lived 
assets are reported as restricted support.  Expirations of donor restrictions are recognized when the 
donated or acquired long-lived assets are placed in service. 
 
Revenue Recognition 
 
Membership dues, at differing levels, are generally collected for a one-year period throughout the 
fiscal year.  Dues income is recognized when paid and entitles the member to certain benefits. 
Memberships are generally not cancelable, and dues collected are non-refundable.   
 
Rental income is derived from rental of the Cheekwood campus for weddings, receptions, etc.  
Other revenues are received for special events, classes, sponsorships, etc.  Revenues received in 
advance are deferred and recognized in the period the related event or class takes place. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Collections 
 
In accordance with professional standards, Cheekwood has elected that certain objects acquired 
through purchases and contributions since Cheekwood’s inception not be valued in the 
accompanying Statements of Financial Position.  The cost of such objects purchased are reflected 
as program expenses and treated as decreases in unrestricted net assets in the year in which the 
items are acquired or as decreases in temporarily or permanently restricted net assets if the assets 
used to purchase the items are restricted by donors.  Proceeds from the sale of any deaccessioned 
items are classified as temporarily restricted net assets, to be applied toward future art acquisitions 
or uses that directly support preservation of the collection.  The value of collection items 
contributed each year by donors is not recorded in the financial statements but is disclosed at 
estimated fair value as a non-cash activity in the Statement of Cash Flows. 
 
Promises to Give 
 
Unconditional promises to give that are expected to be collected in future years are reported in 
pledges and accounts receivable and recorded at the present value of estimated future cash flows. 
The discount on those amounts is computed using a risk-free interest rate applicable to the year in 
which the promise is received (1.02% in 2015).  In 2014, management considered this amount to 
be immaterial and it was not recorded. Amortization of the discount is recognized on the interest 
method over the term of the gift and included in contribution revenue. Conditional promises to 
give are not included as support until such time as the conditions are substantially met. 
 
Charitable Remainder Trusts 
 
Cheekwood has remainder interests in, and is the named charitable beneficiary of, certain 
charitable trusts.  A charitable remainder trust is a split-interest agreement in which the charitable 
beneficiary receives its beneficial interest in the donated assets after the primary beneficiary (life 
income recipient) has received benefits for a specified time period.  At the termination of the 
agreement, the remaining assets in the trust pass to the charitable beneficiary for its use.  A 
temporarily restricted contribution and the related receivable are recognized in the period the trust 
is established based on the fair value of the assets contributed less the present value of the future 
payments to be made to the donor or other beneficiaries.  Beneficial interests in charitable 
remainder trusts are based on the actuarial life expectancy of the life income recipient using the 
discount rate in existence at the time of notification by the trustee of Cheekwood’s remainder 
interest.  Discount amortization and any revaluations of expected future payments to the donor or 
other beneficiaries are recognized as periodic adjustments to the receivable. Corresponding 
changes in the value of split interest agreements are recognized currently and included in 
temporarily restricted support. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Investments 
 
Investments are carried at the quoted market value on the last business day of the reporting period. 
Net realized and unrealized gains and losses are reflected in the Statement of Activities. 
 
Inventories 
 
Inventories consist principally of restaurant supplies and gift shop items and are reported at the 
lower of cost (first-in, first-out method) or net realizable value.   
 
Property, Plant and Equipment 
 
Land, buildings, equipment and furnishings are stated at cost or, if donated, at estimated fair value 
at the date of donation. Cheekwood capitalizes assets with a cost over $1,000 and an estimated 
useful life greater than one year. Depreciation of buildings, equipment and furnishings is provided 
on a straight-line basis over estimated useful lives ranging from five to forty years.  Costs of 
maintenance and repairs are charged to expense. When depreciable assets are disposed of, the cost 
and related accumulated depreciation are removed from the accounts, and any gain (except trade-
ins) or loss is included in operations for the period. Gains on trade-ins are applied to reduce the 
cost of the new acquisition. 
 
Donated Services 
 
A substantial number of volunteers have donated significant amounts of their time to 
Cheekwood’s program services and fundraising activities; however, no amounts have been 
reflected in the accompanying financial statements for donated services by volunteers since there 
is no objective basis by which to measure the value of such services.  Donated services that 
require specialized skills and would be purchased if not provided by the donor are recognized as 
support and expenses based on the estimated fair value of the services received. 
 
Advertising costs 
 
Advertising costs are expensed as incurred.  Advertising expense amount to $392,064 and 
$275,684 for the years ended December 21, 2015 and 2014, respectively. 
 
Income Taxes 
 
Cheekwood is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue 
Code.   
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Income Taxes (continued) 
 
Cheekwood files U.S. Federal Form 990 for organizations exempt from income tax. Cheekwood 
files U.S. Federal Form 990T, for organizations exempt from income tax with unrelated business 
income, as well as a State of Tennessee income tax return.  
 
Management performs an evaluation of all income tax positions taken or expected to be taken in 
the course of preparing Cheekwood’s income tax returns to determine whether the income tax 
positions meet a “more likely than not” standard of being sustained under examination by the 
applicable taxing authorities.  Management has performed its evaluation of all income tax 
positions taken on all open income tax returns and has determined that there were no positions 
taken that do not meet the “more likely than not” standard. Accordingly, there are no provisions 
for income taxes, penalties or interest receivable or payable relating to uncertain income tax 
positions in the accompanying financial statements. 
 
Fair Value Measurements 
 
Cheekwood classifies its assets measured at fair value based on a hierarchy consisting of: Level 1 
(valued using quoted prices from active markets for identical assets), Level 2 (not traded on an 
active market but for which observable market inputs are readily available) and Level 3 (valued 
based on significant unobservable inputs). Valuation techniques used maximize the use of 
observable inputs and minimize the use of unobservable inputs. The hierarchy places the highest 
priority on unadjusted quoted market prices in active markets for identical assets or liabilities 
(Level 1 measurements) and gives the lowest priority to unobservable inputs (Level 3 
measurements). In some cases, a valuation technique used to measure fair value may include 
inputs from multiple levels of the fair value hierarchy. The lowest level of significant input 
determines the placement of the entire fair value measurement in the hierarchy.   
 
Following is a description of the valuation methodologies used for assets measured at fair value on 
a recurring basis: 
 
Investments - Money market funds, mutual funds and equity securities are valued at the closing 
price reported on the active market which they are traded, and are classified within level 1 of the 
valuation hierarchy. 
 
Beneficial interest in charitable trusts - The measurement of Cheekwood’s beneficial interest in 
charitable trusts is adjusted annually to the present value of the estimated future cash flows. The 
valuation is based on the fair value of underlying investments on the reporting date and the 
actuarial life expectancy of the life income recipient using the discount rate (4% and 6%) in 
existence at the time of notification by the trustee of Cheekwood’s interest. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Fair Value Measurements (continued) 
 
There have been no changes in the methodologies used at December 31, 2015 and 2014. 
 
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 Cheekwood’s 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 estimate of fair value at the reporting date. 
 
Endowment Funds 
 
Cheekwood has various endowment funds, which include both donor-restricted endowment funds 
and funds designated by the Board to function as endowments.  As required by GAAP, net assets 
associated with endowment funds, including funds designated by the Board to function as 
endowments, are classified and reported based on the existence or absence of donor-imposed 
restrictions. Cheekwood’s permanently restricted endowment funds are subject to the Uniform 
Prudent Management of Institutional Funds Act of 2006 (“UPMIFA”) and the State of 
Tennessee’s State Uniform Prudent Management of Institutional Funds Act (“SUPMIFA”).  
 
Interpretation of applicable law - The Board of Directors has interpreted SUPMIFA as requiring 
the preservation of the fair value of the original gift as of the gift date of the donor-restricted 
endowment funds absent explicit donor stipulations to the contrary. As a result of this 
interpretation, Cheekwood classified as permanently restricted net assets (a) the original value of 
gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the 
permanent endowment, and (c) accumulations to the permanent endowment made in accordance 
with the direction of the applicable donor gift instrument at the time the accumulation is added to 
the fund.  
 
Spending policy - Cheekwood has a policy of appropriating for distribution each year a payout of 
4.5% of the moving average, which is based on the rolling average of the portfolio value over the 
previous three years. 
 
Investment return objective, risk parameters and strategies - Cheekwood has adopted investment 
and spending policies to establish asset allocation targets, investment objectives and guidelines 
and the degree of investment risk the Board deems acceptable.   
 
The primary investment objective of the endowment is to provide long term growth of capital 
sufficient to meet Cheekwood’s current and future spending obligations and to protect the 
endowment from long term effects of inflation.  To achieve its investment objectives, Cheekwood 
acknowledges that risk tolerance and diversification are overriding guiding principles of its 
investment policy and that the primary objectives of diversification across uncorrelated asset 
classes are to enhance long term total return and reducing portfolio volatility.   
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Endowment Funds (continued) 
 
Cheekwood recognizes that higher returns require an acceptance of the potential for higher 
volatility.  Cheekwood is willing to accept a moderate level of volatility, based on the target 
allocation of the assets, in order to optimize total return within an acceptable risk tolerance.  In 
order to reduce volatility, the assets will be diversified fully across a range of approved asset 
classes.  These include small, medium and large capitalization domestic equities, international 
equities from emerging and developed markets and fixed income securities. 
 
The asset allocation target is 20% to 70% large cap growth equity, 0% to 10% mid cap and small 
cap equity, 0% to 15% international and emerging market equity, 20% to 50% fixed income and 
0% to 15% non-traditional. 
 
Currently, the majority of endowment monies are held in an investment account, and a small 
portion is held in cash. 
 
Functional Allocation of Expenses 
 
The following program and supporting services are included in the accompanying financial 
statements:   
 
Program Services - expenses related to providing a premiere cultural resource for Tennessee 
residents and visitors to Middle Tennessee.  Cheekwood provides arts, gardens and nature to 
students of all ages through a significant commitment to educational programming.  Cheekwood 
programs are blended through two distinctive areas: 

 
Exhibitions and Programs - Cheekwood provides a wide variety of activities inspired by its 
extensive indoor and outdoor collections.  The Museum of Art, accredited by the American 
Association of Museums, is housed in the former Cheek residence and named to the National 
Register of Historic Places.  It offers a spectrum of American and European art and 
decorative arts through its permanent collection, traveling exhibitions, and Woodland 
Sculpture Trail.  Cheekwood encompasses 55 acres of woodland, pastoral and landscaped 
gardens and is designated as a level IV Arboretum by the Tennessee Urban Forestry Council. 
The historic gardens designed by Bryant Fleming in 1930, mingle harmoniously with 
specialized gardens featuring outstanding collections of plants that thrive in this area of the 
country, including boxwoods, dogwoods, and plants native to the Southeastern United States.  
These offerings are brought alive regularly through classes, lectures, family days and 
festivals. 
 
Restaurant and Gift Shops - The Pineapple Room Restaurant and Gift Shop offer visitors of 
Cheekwood an oasis to enjoy delicious food and beverages and take away a souvenir of their 
day’s experience.  This service area also provides rental and catering facilities to further open 
Cheekwood to the public through the hosting of events on the grounds. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Supporting Services 

 
Administrative - relates to the overall direction of the organization.  These expenses are not 
identifiable with a particular program or with fundraising, but are indispensable to the 
conduct of those activities and are essential to the organization.  Specific activities include  

 
Fundraising - includes costs of activities directed toward appeals for financial support, 
including special events.  Other activities include the cost of solicitations and creation and 
distribution of fundraising materials. 

 
Direct expenses are allocated to applicable functional classifications.  Indirect expenses are 
allocated to functional classifications based on objectively determinable factors (e.g. square 
footage, time, etc.), or reasonable subjective methods determined by management. 
 
Sales Taxes Collected 
 
Sales taxes collected and remitted to governmental authorities are excluded from sales and costs 
and presented on a net basis in the financial statements. 
 
Use of Estimates in the Preparation of Financial Statements 
 
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. 
 
Recent Authoritative Accounting Guidance 
 
In July 2015, the Financial Accounting Standards Board (“FASB”) issued guidance that requires 
entities that measure inventory using the first-in, first-out or average cost methods to measure 
inventory at the lower of cost and net realizable value. Net realizable value is defined as estimated 
selling price in the ordinary course of business less reasonably predictable costs of completion, 
disposal and transportation. This Accounting Standards Update (“ASU”) will be effective for 
fiscal years beginning after December 15, 2016. Early adoption of the ASU is permitted. The 
Organization adopted this ASU during 2015, which had no effect on its financial statements. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Recent Authoritative Accounting Guidance (Continued) 
 
In May 2014, the FASB issued guidance on revenue from contracts with customers, requiring an 
entity to recognize the amount of revenue to which it expects to be entitled for the transfer of 
promised goods or services to customers. The updated standard will replace most existing revenue 
recognition guidance in GAAP when it becomes effective and permits the use of either a full 
retrospective or retrospective with cumulative effect transition method. In August 2015, the FASB 
issued ASU 2015-14 which defers the effective date of ASU 2014-09 one year making it effective 
for annual reporting periods beginning after December 15, 2018. The Organization is currently 
evaluating the effect that the updated standard will have on the financial statements. 
 
Events Occurring After Reporting Date 
 
Cheekwood has evaluated events and transactions that occurred between December 31, 2015 and 
May 23, 2016, the date the financial statements were available to be issued, for possible recognition 
or disclosure in the financial statements 
 
Reclassifications 
 
Certain reclassifications have been made in the 2014 financial statements to conform to the 2015 
presentation.  These reclassifications had no effect on the results of operations previously reported. 
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NOTE 2 - FAIR VALUE MEASUREMENTS 

 
The following table sets forth Cheekwood’s major categories of assets measured at fair value on a 
recurring basis, by level within the fair value hierarchy, as of December 31: 
 

Quoted Prices in Significant 

Active Markets Other Significant 

for Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total

Investments:
   Money market funds 92,715$             -$                  -$                  92,715$       
   Mutual funds:
      Real estate 116,961             -                    -                    116,961       
      Large cap 1,665,058          -                    -                    1,665,058    
      Long/short fund 83,064               -                    -                    83,064         
      Small cap 418,159             -                    -                    418,159       
      Multi-alternative 244,913             -                    -                    244,913       
      High yield bond 821                    -                    -                    821              
      Intermediate term bond 452,102             -                    -                    452,102       
      Corporate bond 98,762               -                    -                    98,762         
      World bond 148,989             -                    -                    148,989       
   Equity securities:
      Mid cap 251,380             -                    -                    251,380       
      Value 467,575             -                    -                    467,575       
      Growth 519,982             -                    -                    519,982       
      Bond index fund 302,366           -                   -                   302,366     

4,862,847          -                    -                    4,862,847    

Beneficial interests in charitable trusts included

     in pledges and accounts receivable -                       -                   417,258         417,258     

4,862,847$       -$                  417,258$       5,280,105$ 

 2015 
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NOTE 2 - FAIR VALUE MEASUREMENTS (CONTINUED) 

 

Quoted Prices in Significant 

Active Markets Other Significant 

for Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total

Investments:
   Money market funds 125,268$           -$                  -$                  125,268$     
   Mutual funds:
      Real estate 111,627             -                    -                    111,627       
      Large cap 1,646,447          -                    -                    1,646,447    
      Long/short fund 276,259             -                    -                    276,259       
      Small cap 416,802             -                    -                    416,802       
      Multi-alternative 133,720             -                    -                    133,720       
      Commodities 35,344               -                    -                    35,344         
      Ultrashort bond 341,035             -                    -                    341,035       
      High yield bond 182,842             -                    -                    182,842       
      Intermediate term bond 172,882             -                    -                    172,882       
      World bond 141,082             -                    -                    141,082       
   Equity securities:
      Mid cap 258,506             -                    -                    258,506       
      Value 498,823             -                    -                    498,823       
      Growth 499,753             -                    -                    499,753       
      Bond index fund 172,052           -                   -                   172,052     

5,012,442          -                    -                    5,012,442    

Beneficial interests in charitable trusts included

     in pledges and accounts receivable -                       -                   452,283         452,283     

5,012,442$        -$                  452,283$       5,464,725$  

 2014 
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NOTE 2 - FAIR VALUE MEASUREMENTS (CONTINUED) 

 
A summary of the changes in assets measured at fair value on a recurring basis using significant 
unobservable inputs (Level 3) follows for the years ended December 31: 
 

2015 2014

Beneficial interests in charitable trusts

Balance, beginning of year 452,283$        455,370$        

Change in value of beneficial interests (35,025)          (3,087)            

Balance, end of year 417,258$        452,283$        

 
 
 
NOTE 3 - INVESTMENTS 

 
The investments consist of the following for the years ended December 31: 
 

Unrealized
Cost Gain, net Fair Value

Investments: 
     Money market funds 92,715$        -$                        92,715$          
     Equity securities 1,364,271     177,032               1,541,303       
     Mutual funds 2,991,895   236,934             3,228,829       

4,448,881$  413,966$            4,862,847$     

Unrealized
Cost Gain, net Fair Value

Investments: 
     Money market funds 125,268$      -$                        125,268$        
     Equity securities 1,231,670     197,465               1,429,135       
     Mutual funds 3,158,521   299,518             3,458,039       

4,515,459$  496,983$            5,012,442$     

2015

2014
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NOTE 3 - INVESTMENTS (CONTINUED) 
 
A summary of investment income (loss) follows for the years ended December 31:  
 

2015 2014

Interest and dividend income 74,134$        63,124$        
Realized gain on investments 6,279            224,239        
Unrealized loss on investments (83,017)        (7,412)          

Total investment income (loss) (2,604)$       279,951$      

 
 
NOTE 4 - PLEDGES AND ACCOUNTS RECEIVABLE 

 
Pledges and accounts receivable consisted of the following at December 31: 
 

2015 2014

Pledges receivable - operating 260,080$      859,975$      
Other receivables:

Beneficial interests in charitable trusts 417,258        452,283        
Rental and catering clients 26,874          18,941          
Grants 72,750          -                   

Other 25,863          26,285          

Total pledges and accounts receivables - operating 802,825$      1,357,484$   

Pledges receivable: 2015 2014

Operating 260,080$      859,975$      
Endowment 587,862        -                   

Other long-term purposes 1,122,405     500,000        

Total pledges receivable 1,970,347$   1,359,975$   

 
Total pledges receivable were due as follows at December 31: 

 
2015 2014

In less than one year 784,840$      834,975$      

In one to five years 1,209,261     525,000        

1,994,101     1,359,975     

Less: discount to present value (23,754)        -                   

1,970,347$   1,359,975$   
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NOTE 5 - PROPERTY, PLANT AND EQUIPMENT 

 
Property, plant and equipment consisted of the following at December 31: 
 

2015 2014

Land 520,000$         520,000$         
Land improvements 90,000             -                      
Buildings 24,261,673      24,232,986      
Equipment and furnishings 2,559,436        1,995,131        

Construction in progress -                      236,780           

27,431,109      26,984,897      

Less accumulated depreciation 13,442,928      12,691,892      

13,988,181$    14,293,005$    

 
During 2012, Cheekwood sold a building and land for $350,000.  Upon the sale of the property, 
Cheekwood entered into a three year lease agreement with the buyer for one dollar per year, which 
includes a three year renewal option.  Under the lease agreement, Cheekwood is responsible for all 
utilities, maintenance, repairs, insurance and property taxes related to the building.  The resulting 
gain of approximately $340,000 was accounted for as a sale/leaseback transaction, and is being 
recognized over the six year lease term.  For the years ended December 31, 2015 and 2014, 
$56,933 and $56,667 of the gain was recognized with $115,982 reported as deferred income at 
December 31, 2015 ($172,915 in 2014).  Subsequent to year end, this property was donated back 
to Cheekwood.  Accordingly, the remaining deferred revenue will be recognized during 2016, in 
addition to the value of the property received. 

 
 
 
NOTE 6 - COLLECTIONS 

 
The collections at Cheekwood consist of a wide range of media from different periods and 
cultures, with special emphasis on American art from the 18th through the 20th centuries, American 
and English Silver, Worcester porcelain, and contemporary outdoor sculpture.  Each of the items 
is cataloged, preserved and cared for, and activities verifying their existence and assessing their 
condition are performed continuously.  The collections are subject to a policy that requires 
proceeds from their sale to be used to acquire other items for collections or uses that directly 
support preservation of the collection.  There were no sales for the years ended December 31, 
2015 and 2014.  
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NOTE 7 - NOTES PAYABLE 

 
Notes payable consisted of the following at December 31: 
 

2015 2014

$2,500,000 line of credit requiring monthly interest payments on 
the outstanding principal balance at the rate of 2.0% above the 
LIBOR rate with a minimum of 3.0% (effective rate of 3.0% 
at December 31, 2015). The terms of the note require all
unpaid principal and interest to be paid on September 22, 2016.
This line is secured by Cheekwood’s investments and certain
property. 1,006,001$    2,015,093$   

Interest expense for the year ended December 31, 2015 was $33,384 ($45,137 for 2014). 
 
 
 
NOTE 8 - NET ASSETS 

 
Unrestricted net assets consisted of the following at December 31: 
 

2015 2014

Unrestricted - undesignated:

Accumulated deficit from unrestricted operations (2,083,161)$   (2,615,388)$   

Unexpended balance of cumulative distributions received 
    from Swan Ball 6,464             9,290             

Amounts invested in property, plant, and equipment 13,988,181   14,293,005  

11,911,484    11,686,907    

Board designated:

Amounts designated as Swan Ball 989,401         1,276,872      

Amounts functioning as endowment 668,294        796,915       

13,569,179$  13,760,694$ 
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NOTE 8 - NET ASSETS (CONTINUED) 

 
Temporarily restricted net assets are available for the following purposes at December 31: 
 

2015 2014

Future years’ operations 15,040$          266,118$        
Museum of art 209,479          396,533          
Artist-in-residency program 1,241              48,693            
Botanical garden 215,909          345,048          
Beneficial interests in trusts 417,258          452,283          
Future development 71,514            83,928            
Future exhibits 99,989            753,861          
Historic room restoration 1,285,448       777,805          
Capitalization campaign 450,000          -                      
Other 178,703        225,895         

Total temporarily restricted net assets 2,944,581$    3,350,164$     

 
During 2011, Cheekwood entered into an agreement to create an artist-in-residency program by 
establishing an endowment fund to pay for the expenses of the program. A donor agreed to fund 
the program with $1,000,000 to be paid over four years and agreed that, until the full amount is 
received, Cheekwood could make partial withdrawals from the corpus in order to meet cash flow 
requirements of the program. As a result, the pledged amount (plus unspent earnings) was being 
reflected in temporarily restricted net assets until 2014, during which the final payment was 
received. Since the unspent earnings on the program exceeded the original endowment gift of 
$1,000,000, $1,000,000 was transferred from temporarily restricted net assets to permanently 
restricted net assets in 2014, in accordance with the terms of the donation.  The excess earnings 
after the transfer remain as a temporarily restricted balance at December 31, 2015 and 2014. 
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NOTE 9 - ENDOWMENT 

 
The endowment net asset composition by type of fund was as follows, as of December 31, 2015 
and 2014: 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor-restricted endowment funds -$                   165,239$       4,176,487$    4,341,726$     
Board-designated endowment funds 668,294        -                  -                   668,294       

Total 668,294$       165,239$      4,176,487$    5,010,020$   

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor-restricted endowment funds -$                   290,729$       4,047,147$    4,337,876$     
Board-designated endowment funds 796,915        -                  -                   796,915       

Total 796,915$       290,729$      4,047,147$    5,134,791$   

2015

2014

A summary of changes in endowments follows for the years ended December 31, 2015 and 2014: 
 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, 
    January 1, 2015 796,915$        290,729$       4,047,147$    5,134,791$     
Interest and dividend income 34,163            39,727           -                    73,890            
Realized gain on investment 2,376              3,903             -                    6,279              
Unrealized loss on investment (37,208)          (45,809)         -                    (83,017)          
Contributions -                     -                    129,340         129,340          
Bank fees (10,472)          (12,038)         -                    (22,510)          
Appropriation of endowment 
    assets for expenditure (117,480)      (111,273)     -                   (228,753)     

Endowment net assets,
    December 31, 2015 668,294$       165,239$      4,176,487$    5,010,020$   

2015
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NOTE 9 - ENDOWMENT (CONTINUED) 

 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, 
    January 1, 2014 770,356$        1,083,872$    3,037,564$    4,891,792$     
Interest and dividend income 30,794            32,042           -                    62,836            
Realized gain on investment 110,157          114,082         -                    224,239          
Unrealized loss on investment (3,753)            (3,659)           -                    (7,412)            
Contributions -                    9,583             9,583              
Transfer from temporarily restricted to
    permanently restricted - see Note 8 -                     (1,000,000)    1,000,000      -                      
Cash collected on pledge to be 
    permanently restricted upon full
    collection - see Note 8 -                     250,000         -                    250,000          
Bank fees (10,616)          (11,003)         -                    (21,619)          
Appropriation of endowment 
    assets for expenditure (100,023)      (174,605)     -                   (274,628)     

Endowment net assets,
    December 31, 2014 796,915$       290,729$      4,047,147$    5,134,791$   

2014
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NOTE 10 - OPERATING LEASES 
 
Cheekwood leases a portion of its office equipment under non-cancelable operating leases which 
expire at various times through January 2019, and require specified minimum rental payments. 
Also see Note 5 regarding lease of property that was sold during 2012. 
 
A schedule of future minimum lease commitments under all noncancelable operating leases as of 
December 31, 2015, follows: 
 

For the year ending December 31,

2016 13,338$           
2017 2,975               
2018 2,975               
2019 372                  

Total future minimum lease payments 19,660$           

 
Total rental expense incurred under all such agreements amounted to $31,515 and $34,355 for the 
years ended December 31, 2015 and 2014, respectively. 

 
 
 
NOTE 11 - RETIREMENT PLAN 

 
Cheekwood sponsors a Section 403(b) retirement plan for the benefit of eligible employees.  
Under the plan, employees may contribute a specified amount or percentage of their annual 
compensation, not to exceed statutory limits. Cheekwood’s contribution equals 100% of the 
employees’ contribution, limited to 5% of their annual compensation. Cheekwood’s matching 
contributions for the years ended December 31, 2015 and 2014 totaled $96,677 and $81,439 
respectively. 
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NOTE 12 - AFFILIATED ORGANIZATIONS AND SPECIAL EVENTS 

 
The Horticulture Society of Middle Tennessee (HSMT), Garden Club of Nashville and the 
Antiques and Garden Show are affiliated but autonomously operating organizations with a 
primary objective of supporting Cheekwood.  Accordingly, these organizations contribute 
significant portions of their net revenues to Cheekwood annually.  Cheekwood is also beneficiary 
of activities of the Swan Ball, administered by an unincorporated volunteer group.  Contributions 
and revenues from HSMT, Garden Club and Nashville and the Antiques and Garden Show are 
reported in volunteer fundraising contributions in the period received.  No significant direct 
benefits to donors are applicable to these activities. 
 
Following is a summary of contributions provided by these parties: 
 

2015 2014

Horticulture Society of Middle Tennessee 30,000$         40,305$         
Garden Club of Nashville 163,250         -                    
Antique and Garden Show 305,062       331,370         

Contributions from affiliated parties 498,312$      371,675$       

 
 
Following is a summary of the activity of the Swan Ball for the years ended December 31: 

 
2015 2014

Contributions 1,197,489$    1,091,200$     
Special event revenues 1,106,291      1,366,236       
Interest income 2,131             1,219              

Direct benefits to donors (430,107)     (378,319)        

Contributions and net revenues from special events 1,875,804      2,080,336      

Less fundraising expenses (1,063,275)  (802,117)       

812,529$      1,278,219$    
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NOTE 13 - CONCENTRATIONS OF CREDIT RISK 

 
Cheekwood maintains cash at financial institutions whose accounts are insured by the Federal 
Deposit Insurance Corporation (“FDIC”) up to statutory limits.  As of December 31, 2015, 
Cheekwood’s depositor accounts exceeded the FDIC insurance limits by approximately 
$2,269,000. 
 
At December 31, 2015, the investments were held under custodial care by one brokerage and 
investment company.  These investments are not insured by the FDIC or any other government 
agency and are subject to investment risk, including loss of principal.  The investments are insured 
by the Securities Investor Protection Corporation (“SIPC”), which insures investor losses 
attributable to bankruptcy or fraudulent practices of brokerage firms up to $500,000 (including 
$250,000 in cash). 
 
Contributions received from one source during the years ended December 31, 2015 and 2014, 
represented 13% and 27% of total volunteer fundraising and contribution revenue, respectively. At 
December 31, 2015, pledges receivable from three sources represented 61% total pledges 
receivable. At December 31, 2014, pledges receivable from two sources represented 74% total 
pledges receivable.  

 
 
 

NOTE 14 - DONOR-DESIGNATED ENDOWMENT FUNDS IN TRUST 
 
Two donors have established donor-designated endowment funds with the Community 
Foundation of Middle Tennessee for the benefit of the Cheekwood Botanical Garden and Museum 
of Art.  The Community Foundation of Middle Tennessee has the ultimate authority and control 
over these Funds and, therefore, these investments are not included in the financial statements of 
Cheekwood.  Income distributions from these funds are recognized by Cheekwood in the year 
received.  Such distributions amounted to approximately $15,000 during the year ended 
December 31, 2015 ($14,600 during 2014).  Total assets held in these funds amounted to 
$276,674 at December 31, 2015 ($301,745 at December 31, 2014). 

 
 
 

NOTE 15 - OTHER MATTERS 
 
Cheekwood occasionally contracts with businesses controlled by or affiliated with members of its 
Board of Directors, and/or their family members, for outside services in the ordinary course of 
business, including insurance coverage, banking relationships and occasional other professional 
services.  In management’s opinion, the effect of these relationships on the nature and terms of the 
business arrangements entered into with the providers of these services was not significant. 
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