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We hive sudited the pccompanying statement of financial position of the Tennessee State
Museum Foundation (the Foandation) as of June 30, 2008, and the related stalemenls of
activities and chanzes in net assets, and eash flowe for the vear then ended. These
francial satements are the responsibility of the Foundation's munagement.  Oor
responsibility 15 10 express-an opinion on these financial statements hased on our awdit,

We conducted aur audit in sccordance with auditing standards penerelly sccepiec in the
United States of Amenica snd the standards applicable to financial audits contained
Government Auditing Standards, issued by the Comptrolier General of the Umied States.
These stmdards require that we plan and perform the audit to obtain reasonable assurance
abowt whethes the finzncial statements are free of material misstatements.  An audi
includes exemining on a test basis, evidence supporting the amounts and disclosures in the
fiumcial statements. An audit also includes mssessing the accounting principles used and
sipnificant estinates made by management, as well se evalusting the overall financial
slalemnent prescntation.  We believe that our audit provides & reasonable basis for o

OPIEOTL.

i our opition, the financial statements teferved to above present fairly, in all matenal
respects, the financial position of the Tennessee State Muscum Foundation. as of June 30,
2008, and the changes m its net assets and its cash fows for the vear then coded m
comformity with sccounting principles penerally accepted in the Umited States of
AInerieE.

In accordance with Government Auditimg Standards, we have also issued our report dated
Dicember. 10, 2008, on our consideration of the Tennessee State Museum Foundation's
internal control over financial reporting and on our tests of its compliance wilh certain
provisions of laws, repulations. contracts, and grants., That report is an integral part of an
audit performed in accordance with Governmon? Auditing Standards, and should be read m

compenetion with this report in considening the results of our audis,

T
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Tennessee State Museum Foundation
Statement of Financial Position
Juone 30, 2008

ASSETS

Cash and cash equivalents
Certificates of deposit (Note 3)
Investments at market (Kote 2}
Accounts receivable (Note 4)

Crants receivable (Mole 5)

Interest receivable

Ioventary

Fumiture and eguipment, net (Note &)

TOTAL ASSETS

LIARILITIES

Accounts pevable

Accrued expensas

TOTAL LIABILITIES

NET ASSETS

Unrestricted

Temporarily restricted (Note 8)
Permaenently restricted {Note §)
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See Motes to the Financial Statements

2007

238979
344,000
11,550
79,074
123,857
1,704
78,345
1,035

878,544

6,362
4,806

11,168

285,354
3TENT
10,305

868,376

270,544




Tennessee State Musenm Fonndation
Statement of Activities and Changes in Net Assets
Tor the Yerr Ended Junce 30, 2008

Temporarily  Permamently

Public Support and Other Revennes  Unrestricted. Restricted Resmicted Total
Contribtions &nd granis (Mote 3) § 12.,B21 07,517 5 T § 321038
Special events (Mote 10) 238,275 - . 238,275
Membership fess 30,285 - - 30,283
Retzi! store sales 103,049 - - 103,049
Investment inemme 22,397 - - 22,397
Miszellaneous ncoms 1,610 - “ 1,610
Net assets released from restrictions 413,763 (413.763) - -
Total Public Support and Revenue 231,200 [(105,245) plix 725,654
and Other Revenues

Fonctionel Expenses

Program services:

Programs znd exhibitz 529950 - - 529,950
Drirect costs and expenses - retail store 92,490 - - 92 455
Total Program Services p22.ed% - . £22.445
Supporling services:

Management and genersl 155,350 - - 158,390
Fundreising 15,140 . - 18,140
Special events Mote 10) 128,074 ° - . 128,074
Tota! Supporting Services 105,613 n - 305,512
Totzl Expenses 028062 - - QRENGL
Change in Net Assels {55, R62) (10€,225) 700 (202 208}
Met Assets at Beoinning of Year IR1216 (74,063 9,605 1,070,784
Met Ascels af End of Year 5 IE535d % ST2.T1T 5 10,305 3 Eﬁﬂ-é'?&

Ges Nolss to the Financial Sielements



Tennessee State Museum Foundation
Statement of Cash Flows
For tha Year Ended June 30, 2008

20407

Operating Activities
Chenge in Net Assets 5 (202,408)
Adjustments (o Reconcile Change in Net Assets
to Net Cash Provided by Operating Activities
Depreciztion 474
(Increase) [Decrense in granls recetvable 197,500
(Increase) Decrease in accounts receivable 4324
{Incrense) Decrease in inventory (6,852)
iIncrease) Decrease in accrued interest 22 698
{Increase} Decrease in prepaids 2515
Increase (Decrease) n accounts pavable 325
Increace (Decrease) in acered expenses 101

Total Adjustments 221,085
Net Cash Provided by Operating Activities 18,677
Investing Activities
Nel change in certificates of deposit 458,230
Sile of investments 21,941
Net Cash Provided by Investing Actlvitiey 71,231
Net Increasc in Cash and Cash Equivalents BG O0E
Cash and Cash Equivalents Beginning of Year 145,071
Cash and Cash Equivalents End of Year 5 138,979

See Notes to the Financial Stalements
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Tennessee State Musenm Foundation
Motes to the Financial Statements
June 30, 2008

MNote 1 - General

Tennessee State Museum Foundation (the “Foundation™) is = Tennessee not-for-profit
corporation organized exclusively for cheritable, ececational and scientific purposes.
The Foundation's purpose is to enhance the operations and visibifity of the Tennessee
State Museum (the “Museum™), a State Govemment entity, The Foundation receives
finding from certain Joczl grants and privste contributions, and revenuss from
membership fees, special fundraiser events and operation of the Tennssses State Museum
retail store.

Note 2 - Summary of Significant Accounting Policies

The accompanying financial statements present the financial pesition end operations of
the Foundation in conformity with accounting principles generally aceepted in the United
States of Americe. The presentation is limited o the sccounts of the Foundation only and
docs pot include any opeations of the Museum. A summary of the significant
eccounting policies utiized in the preparation of these fnancial statements follows:

Contributions and Supoort

Contributions teceived are recorded as umestnicted, temporarily restdcted, or
permanenily restricted support, depending on the existence and’or mature of any donor
restrictions.

Contnbutions are considered (o be aveilsble for unrestricted use unless specifically
restricted by the donor. Amounts received that are designated for future periode or
restricied by the donor for specific purpeses ere reported 25 emporarily restricted or
permenently restricted support that increases those net asset classes. When 2 restriction is
fulfilled (tha: is, when 2 stipulated time restriction ends or purpose restriction is
accomplished), temporarily restricied ne! essets are reclassified fo unresiricted and
reported in the Statement of Activitics 2= net assers relessed from restrictions.

The Foundation repors gifts of equipment or meterials &5 unrestrictad support umnless
explicit donor restrictions specify how the assets must be used. Gifts of long-lived essets
with explicit restrictions as to how the assets are to be used, or cash or other assets that
must be used to acquire long-lived assets, are reported as restricted support. Expirations
of donor restrictions ere recognized when the donated or scquired long-lived assets are
placed im service.



Tennessee State Museonm Foundation
Notes to the Financial Statements
June 30, 2008

Cash and Caah Eguivalents

Cesh and cash equivalents consist principally of checking account balances znd money
market fiznds with original maturities when purchased of three months or less,

Pram ive

Unconditional promises to give that erc expected to be collected within one vear pre
recorded as contributions receivable at their net realizable value, Unconditional promises
lo give that are expected 10 be collected in future yesrs are recorded at the present value
of estimated future cash flows. The discount on those amounts is computed nsing & rick-
free interest rate applicable to the year in whick the promiss is received, Amortization of
the discount is recogmized on the interest method cver the term of the gift and ncluded in
contribution revenue, Conditions! promisss to give are not included as support until such
time &3 the conditions are substaniially met.

Use of Estimates in the Preparation of Financial Statements

The preparstion of finencial statements in conformity with accounting principles
generelly accepted in the United States of America requires mansgement to make
estimates end assumptions that affect the reported amounts of asse's end lighilities and
disclosure of conrinpent assets and liahilities at the date of the financial statermants and
the reported amounts of revenues and expenses during the repocting period.  Actual
results could differ from those estimates.

Investments
The Foundstion has investments in mumal finds through a brokerape firm.  These

investments are recorded st fair market value At Jupe 30, 2008, the Foundation’s
investments were valued &t $11,550 and primarily consisted of equity funds.

Inveptory
Inventory is reported at the lowes of cost (first-in, first-out method) or market,

Furniters and Equipment

Fumniture and cquipment are stated ai soquisition cost or of estimated fair market valoe gt
th= time of the giff if donated, Depreciation of these asscts is calculated by the straight-
line methad over estimated useful lives of five to seven years.



Tennessee State Musenm Foundation
Motes to the Financial Statements
Jume 30, 2008

Donated facilifies and materipls are recorded as gifis in the penod received at fair valoe,
if these i5 an ohiective and measurable basis for determining such valce,

Donsted services are recognized if they creste or enhamee non-fmancal assels or the
donated service requires specizlized skills, was performed by & donor who possesses such
skills, and would have besn purchassd by the Foundation if not domated.  Such services
are recopnized at fair value as suppor and expense in the penod the services are
periommed.

A number of uopaid volunteers have made significant contributions of their ime to assist
the Foundstion in implementing various programs and exhibits. The value of contrbured
time is not reflected in these statements since it 18 not susceptible to objective
measurement or valustion.

Program and Supportimg Bervicss - Functional Allocation

The following program and supporting services are included in the accomparymg
financial statements:

Program services - include ectivities camicd out to fulfill the Foundation's mussion,
resulting in services provided for specific exhibits and suxilizry services to support the
AMusewrr,

g o
Management apd geners| - relates to the overall direction of the organizztion

These expenszes gre not identifiable with a particular program or event or with
fundraising, bul are indispensable to the condust of those setivities and are
essentiel to the organizetion. Specific activities include organization oversight,
business manapement, record keeping, budgeting financing, and other
administrative activities.

Fundraising - includes cost of activities directed toward zppeals for finencisl
support, including special events. Other activities mmcluds the cost of solicitations
and creation and distributicn of fundraizing materials,

Specia] events - inclodes coss directly related to these fundraizing events. Costs
consist primarily of food, space rental, entertaimment, communication, wait staff,
lighting, and printing.



Tennessee State Museum Foundation
Motes to the Financial Statements
June 30, 2008

Al i ch

Expenses that can be directly attributed o = perticuiar function are cherged to that
funcHon. Cerlzin costs have been sllocsiad among more than ons progrem or achwity
based on objecdvely evaluated finaneial and ronfinancizl deta or reasonable subjective
methods determined by managsment.

Income e

The Foundation is exerapt ffom federal income taxes under Section 301(z)(3) of the
Internal Revenus Code.  In addition, the Foundation qualifies for the chartable
contribution deduction umder Secton 170(b}1Kz) and hes besn classified as an
organ‘zation thet is not & privete foundation under Section S0%{a)(1).

Note 3 — Certificates of Deposit

At June 30, 2008, the Foundstion held $344,000 of certificates of deposit with interest
rates ranging from 3.20% 1o 3.45%. All meture during 2008,

Mote 4 - Accounts Receivable

Accounts receivable a5 of June 30, 20038 represent amounts which management assens
are fully collecteble; and therefore, no allowanece for bad debt i= mads.

Note 5 - Grants Receivable

The Orgamization has several povemmental grants. Grants receivable at June 30, 2008
reoresent amounts due besed on the grant contracts. Management believes 2]l amounts
are fully collectible.

Note 6 - Furniture and Equipment

Purniture and equipment consisted of the following as of June 30; 200E:

2008
Computer and related equipment 515,553
Furnimre and fixnires 2,775
Office Equipment 1,690
20,018
Less: accumulated depreciation {18,953}
: 5 1,035

Deprecistion expense amounted to $474 for the year ended June 30, 2008.

B



Tennessee State Museum Foundation
Motes to the Financial Statements
June 30, 2008

Note 7 - Agreement with State of Tennessee

The Feundation kas an agresment with the State of Tennessee for the uss of certain space
in the James E. Polk Cultural Center for the Foundation's business office. The
Foundation pays no rent or other charges for the uvse of this space. In addition, the
Foundation operates 2 retail store in the Mussum. The revenue generated, the related
costs of sales, snd the ending inventory of the retail store are refiecied in the fimancial
statements of the Foundation.

Note § - Hestricted MNel Assels

Temporarily restricted net assets consisted of donations for the following specific
exhibits or programs st June 34, 2008: :

2008
Story Baskets § 1,018
Conservation Fund 8,605
Bridgestone Peinting 4,099
Grooms Exhibit 48,157
Cracker Barrel Cuiit Fund 7.811
Kidz Cuils Table 369
Joe Thompeon 854
Artifact 22650
Bellsouth Sculpiure 11,160
Photo Fund 9,343
Bnley Fund . 1,358
TM Flag Treveling Show 1,500
African American Program 619
TACA 1,917
Marty Stuert Traveling Exhibit 10,130
Larger Thes Life 1,625
Bagels and Barbegue 2538
Julian Michol 8702
Carouse] Revenue 263,655
Confedereie Flag Conservation 3,830
0ld Glory 3,080
Member Trips 5,198
Public Programs 052
Heofbeats 2825
Sparkic and Twang Events 6,287
Flag Conservation 4,328
John Guider River Show 10,000
Jack Stoddart 20,100



Tennessee State Musenm Foundation

Notes to the Financial Statements
June 30, 2008
HMew Museum 11,050
MNEH Wehsite Grant 64,122
WEH Traveling Trunke Grant 53,381
Oither 13,635

3 572717

Permanently restricted net assets consisted of the following endowment fund at June 30,
208:

2008
Shelia Green Memorial Fund § 10,305

Note 9 - Federal Grants

The Ormmization iz owed $123,857 fom two federal governments! grants with the
National Endowment for the Humanities.

Note 10 - Special Events

The Foundation held several special fundreising svents dusing the yer ended June 30,
2008. The related revenuss and costs were a5 follows for the year ended Tune 30, 2008:

Revenues Expenses
Special events $238275 $128,074

Mote 11 - Coneentration of Risk

Cash and investments ace mzinisined with finencial institutions whose sccounts are
inswred by the Federnl Deposit Insurance Corporation (FDIC) up w S100,000 per
depositor as of June 30, 2008. At tmes, the deposits may excesd the insurence limits,

The Foundation also maintaine money markst funds af a brokerage and investment
company. The investments are insured by the Securities Investor Protection Corporation
(SPIC), which covers investor losses, in some cases, altgbutzble fo bankrupiey or
fraudulent practices of brokerage firms, up to $500,000. The amount oo deposit &t June
30, 2008, did not exceed the insurance limits of the Securities Investor Protection

Corparation,
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Keport vn Complinnee aud oo nternal © eanteol over Fiunneinl
Kepurting Basedl wii an At of Finaneial Sgatements Performed
In Accardanes with Croverpment Swpdizins Stamiards

Tt Bowrd of Directors
T ennessiets Spale Muscwn Fosnciaion

We Lave audiled the Snancial statements of Temesser Siate Musgum Foundatien (8 nonpodi
orpaniztion) & of and for the viear ended June 30, 2008 and have iaxpied pur repor? rereon dated
Decembor 14 200E. We conducted our awdil in aceprdance with auditing stursdirds senerally
scoepied o the Uniel Siates of Amirice and the standards applizable 1w Smancal audiis
comlamed 10 CGovernment Auditing Sandards issued by the Compiralier General of the Uit

Sinles,

Compliance

As part of obtaining reasonable assurance about whether Tesmesser Slute Museum Foundation’s
finaticizl stptements are [ree of matznal misstalement, we performed tests of its compliance with
certain provisions of laws, regulations, contzacts, and grants, noncolnpliance with which could
kave & ditest and material effect on the determination of financial statement amounts. However,
providing an opimon on compliance with those provisions was no? an ohjective of our audit. and
aceardingly, we do not express such an opinion. The results of our [ests disciosad oo instances of
noncompliznce thir are required 1o be reported under Government Auditing Slandands,

Internal Control ever Finencial Reporting

In planning and performing our audit, we considered Tenmesses Slaie Mussum Foundation s
internal comtral over financial reporting in order to determime o audiiing procedures for the
purpose of expressing our opimion on (he finemcial statements and mot to provade assurance on the
iniernal contral over frmancial reporting. Our consideration of the memmal control over fnancial
reporting would not nessssanly diselose all matlers in the internal control over financial reporng
{hat misht be material weaknesses A maleszl weakness is 2 condition in which the design or
operation of anc or more of the imtema! control compenents does nat reduce to o relatively low
level the risk that misstitements m amounts that watld he matenal in relasion 1o the fingnciil
siateineits being audited may pocor and not be detected within 8 imely peried by employees TH
the nomal cawse of pecfomning their assigned functiens.  We noted the followimg matiers
mmvolving the imemal control pver finangial reporing and its operations that we consider to be
weterisl weaknesses,  Mumerous sipnificant audit adiustments were made 1o the nencal
ateents i order Lo eoimect misstatements.  The organization has sot appointed 2 quelified
individes! with significant accownting skills to oversee the preparenon of the fnancial satemeaits.

This repor? is imended solely for the infonmalion and use of manspement and the Board of
Dhireciors angd f= not intended o be and should not be used by anvonc other than these quul;lﬁﬂd

partics,

ﬁs«’ff@«% v {wra

MeKerey & Noonan, F.C.
Kashville, Tewnessec
Thegembeer 19, 2HE
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