




Accountant’s Conclusion

Based on our review, we are not aware of any material modifications that should be
made to the accompanying financial statements in order for them to be in accordance
with accounting principles generally accepted in the United States of America.

Yours truly,

Gloucester, Massachusetts
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CAPE ANN MUSEUM, INC.

STATEMENT OF FINANCIAL POSITION
FOR THE THREE MONTHS ENDED 

MARCH 31, 2024

--ASSETS--
        

CURRENT ASSETS:
Cash and cash equivalents (Notes 2 and 13) $ 4,627,614
Unconditional promises to give (Note 10) 1,246,183
Employee retention credit receivable 108,918
Inventory - gift shop (Note 2) 102,554
Prepaid expenses 25,424
Deposits 12,109

Total current assets 6,122,802

PROPERTY AND EQUIPMENT - NET (Note 4) 10,466,895

OTHER ASSETS:
     Investments (Notes 2, 3, and 11) 15,271,951
     Right-of-use asset (Notes 2 and 16) 119,118

     Unconditional promises to give (Note 10) 1,918,838

     Collections (Note 5) 1

Total other assets 17,309,908

TOTAL $ 33,899,605

--LIABILITIES AND NET ASSETS--

CURRENT LIABILITIES:
Lines of credit (Note 6) $ 1,674,535
Accounts payable and accrued expenses 232,435
Deferred revenue 16,400
Current portion - operating lease liability (Notes 2 and 16) 119,118

Total current liabilities 2,042,488

NET ASSETS: (Notes 8 and 9)
     Without donor restrictions:

Unrestricted 17,350,950
Board designated endowment 3,000,000

    With donor restrictions 11,506,167

Total net assets 31,857,117

TOTAL $ 33,899,605

See accompanying notes and independent accountant's review report.
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CAPE ANN MUSEUM, INC.

STATEMENT OF ACTIVITIES
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

Without Donor Restrictions

Operating
Non-

Operating Total
With Donor
Restrictions TOTAL

Revenues:
     Memberships $ 79,854 $ - $ 79,854 $ - $ 79,854
     Donations 175,388 - 175,388 127,143 302,531
     Admissions 21,890 - 21,890 - 21,890
     Sales 21,254 - 21,254 - 21,254
     Exhibits, programs, and events 8,441 - 8,441 - 8,441
     Grants - - - 10,630 10,630
     Endowment draw 161,568 (136,281) 25,287 (25,287) -
     Interest income 19,592 29,814 49,406 - 49,406
     Investment income, net - 46,817 46,817 13,305 60,122
     Net realized/unrealized losses - 541,926 541,926 154,130 696,056
     Net assets released from
        restrictions 147,854 - 147,854 (147,854) -
         
            Total revenue and support 635,841 482,276 1,118,117 132,067 1,250,184

Expenses:
Programs 529,608 151,656 681,264 - 681,264
Management and general 85,579 12,373 97,952 - 97,952
Fundraising 161,933 3,398 165,331 - 165,331

Total expenses 777,120 167,427 944,547 - 944,547

CHANGE IN NET ASSETS (141,279) 314,849 173,570 132,067 305,637

NET ASSETS - BEGINNING 751,597 19,425,783 20,177,380 11,374,100 31,551,480

NET ASSETS - ENDING $ 610,318 $ 19,740,632 $ 20,350,950 $ 11,506,167 $ 31,857,117

See accompanying notes and independent accountant's review report.
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CAPE ANN MUSEUM, INC.

 STATEMENT OF FUNCTIONAL EXPENSES
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

PROGRAM

MANAGEMENT
AND

GENERAL FUNDRAISING TOTAL

Payroll $ 186,794 $ 51,887 $ 107,234 $ 345,915
Payroll taxes and benefits 33,133 9,204 19,021 61,358

Total payroll and related expenses 219,927 61,091 126,255 407,273

Collections 69,588 - - 69,588
Outside services 61,382 - 6,820 68,202
Exhibits, programs, and events 66,019 - - 66,019
Repairs and maintenance 34,001 3,400 378 37,779
Information technology 18,591 5,164 10,671 34,426
Office and other 18,337 5,094 10,527 33,958
Utilities 14,983 4,162 8,602 27,747
Insurance 14,765 6,328 - 21,093
Advertising and public relations 15,207 - - 15,207
Cost of sales 11,002 - - 11,002
Member services 8,774 - - 8,774
Interest expense 3,731 - - 3,731
Security 1,225 340 703 2,268

Total expenses before depreciation
and amortization 557,532 85,579 163,956 807,067

Depreciation and amortization 123,732 12,373 1,375 137,480

Total expenses $ 681,264 $ 97,952 $ 165,331 $ 944,547

See accompanying notes and independent accountant's review report.
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CAPE ANN MUSEUM, INC.

STATEMENT OF CASH FLOWS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

OPERATING ACTIVITIES:
Increase in net assets $ 305,637

Adjustments:
   Depreciation and amortization 137,480
   Realized and unrealized gains on investments (696,056)
   Contribution received for long-term purposes (16,000)
(Increase) decrease in operating assets:
   Unconditional promises to give (30,000)
   Prepaid expenses (12,019)
   Right-of-use asset 44,670
   Inventory (561)
Decrease in operating liabilities:
   Accounts payable and accrued expenses 130,817
   Deferred revenue 16,400
   Operating lease liability (44,670)

CASH USED BY OPERATING ACTIVITIES (164,302)

INVESTING ACTIVITIES:
Purchase of property and equipment (162,166)
Purchase of investments (2,436,301)
Proceeds from sales of investments 2,547,952

CASH USED BY INVESTING ACTIVITIES (50,515)

FINANCING ACTIVITIES:
Net payments on lines of credit (9,500)
Contribution to endowment 16,000

CASH PROVIDED BY FINANCING ACTIVITIES 6,500

NET CHANGE IN CASH AND CASH EQUIVALENTS (208,317)

CASH AND CASH EQUIVALENTS - BEGINNING 4,835,931

CASH AND CASH EQUIVALENTS - ENDING $ 4,627,614

SUPPLEMENTAL DISCLOSURE:
Interest paid $ 3,731

See accompanying notes and independent accountant's review report.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

1. OPERATIONS

The Museum, a public, not-for-profit organization, was founded in 1873, incorporated
in Massachusetts in 1876 and changed its name to “Cape Ann Museum, Inc.” in 2014.
Its purposes are the ownership, operation, preservation, and exhibition of historical
buildings, objects and records, and works of art. The Museum maintains a historic
house at 27 Pleasant Street, Gloucester, supplemented by two modern wings where
its collections are exhibited. The Museum also maintains the historic White-Ellery
house and Babson-Alling house as part of an almost 4-acre campus at 13 Poplar
Street, Gloucester.  A centerpiece of this property is the Collections Center including
an Exhibitions/ Education flex space. This campus, titled the Cape Ann Museum
Green, encompasses use of a property at 11 Poplar Street, Gloucester. The Museum
sponsors special exhibits, lectures, films, concerts, and excursions for its members
and for the public.  

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of presentation

The financial statements of the Museum have been prepared on the accrual basis of
accounting and accordingly, reflect all significant receivables, payables, and other
liabilities.

The Museum is required to report information regarding its financial position and
activities based on the existence of donor or grantor-imposed restrictions.
Accordingly, net assets and changes therein are classified and reported as follows:

Net assets without donor restrictions – net assets available for use in general
operations and not subject to donor or certain grantor restrictions reported as
increases in net assets without donor restrictions.

Net assets with donor restrictions – net assets subject to donor (or certain grantor)
imposed restrictions. Some donor or grantor restrictions are temporary in nature,
such as those that will be met by the passage of time or other events specified by the
donor. Other donor-imposed restrictions are permanent in nature, where the donor
stipulates that resources be maintained in perpetuity.  
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

A. Basis of presentation (continued)

Contributions that are restricted by the donor are reported as increases in net assets
with donor restrictions until the restriction expires (that is, when a stipulated time
restriction ends or a purpose restriction is accomplished) in the reporting period in
which the revenue is recognized. All other donor restricted contributions are reported
as increases in net assets with donor restrictions, depending on the nature of the
restrictions. When a restriction expires, the net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restriction. Gifts of long-lived assets and cash
restricted for the acquisition of long-lived assets are recognized as contributions with
donor restrictions when received or acquired and the restriction is released when the
assets are placed in service.

B. Investments

The Museum reports investments in marketable equity securities with readily
determinable fair market values at fair market value. 

C. Cash and cash equivalents

Cash consists of the Museum’s checking accounts for operations and capital
campaign funds. Certain money market funds and time deposits designated by the
Board and held by the Museum's Investment Custodian are not deemed to be cash.

D. Donated services

A substantial number of unpaid volunteers have made significant contributions of
their time to develop the Museum’s programs and activities. The value of this
contributed time is not susceptible to objective measurement and valuation and
therefore is not reflected in the accompanying financial statements.

E. Inventory

Inventory primarily consists of publications, photos, postcards, and other items of
historical content as well as educational and household items relevant to the
Museum’s programs. These are sold to the public in the Museum's gift shop.
Inventory is valued at the lower of cost (first-in, first-out method) or market.

F. Accrued compensated absences

The Museum does not provide for carryover of compensated absences and therefore
no accrual is made.

- 8 -



CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

G. Tax positions and filings

The Museum has been granted tax-exempt status under Internal Revenue Code
Section 501(c) (3) and is, therefore, generally exempt from federal and state income
taxes. Accordingly, no provision for income taxes has been provided in the
accompanying financial statements.  The Museum is not a private foundation.

The Museum is required to evaluate or disclose tax positions that could have an effect
on the Museum’s financial statements. The Museum reports its activities to the
Internal Revenue Service and to the Commonwealth of Massachusetts on an annual
basis. These informational returns are generally subject to audit and review by the
government agencies for a period of three years after filing.  Substantially all of the
Museum’s income, expenditures, and activities relate to its exempt purpose,
therefore, management has determined that the Museum is not subject to unrelated
business income taxes and will continue to qualify as a tax-exempt not-for-profit
entity. 

The Museum has filed all of its known required returns in a timely manner including,
as permitted, allowed extensions. As of March 31, 2024, the Return of Organization
Exempt From Income Tax on Form 990 for the years after 2020 remain open to
examination by the Internal Revenue Service and the Massachusetts Attorney
General’s Office.

H. Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingencies at
the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Estimates are used for, but not limited to, right-
of-use asset, lease liability, allocations of expense to functional categories,
depreciation and amortization, accrued liabilities, and other reserves. Accordingly,
actual results could differ from those estimates.

I. Functional allocation of expenses

The costs of providing the various programs and activities have been summarized on
a functional basis in the statements of functional expenses.  Accordingly, certain costs
have been allocated among the programs and supporting services benefited.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

J. Advertising costs

Advertising costs are charged to operations as incurred. Advertising expense for the
three months ended March 31, 2024 was $2,249.

3. INVESTMENTS

All investments are considered endowment funds and are presented in the financial
statements at fair value and consist of the following at March 31, 2024:

Cost Fair Value

Cash and cash equivalents 
(Note 2) $ 140,667 $ 140,667

Fixed income securities 4,681,333 4,649,263
Equity 8,598,511 10,482,021

      Total $13,420,511 $15,271,951

Investments are restricted as follows:

Without donor restrictions:
   Board designated endowment $ 3,000,000
   Without donor restrictions 8,838,341

      Total 11,838,341

With donor restrictions 3,433,610

          Total investments $15,271,951

Investment income, net:
   Without donor restrictions $ 46,817
   With donor restrictions 13,305

      Total 60,122

Net realized/unrealized gains (losses):
   Without donor restrictions 541,926
   With donor restrictions 154,130

      Total 696,056

          Total investment gain (loss) $ 756,178
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

3. INVESTMENTS (CONT.)

The endowment funds are monitored by the finance committee with the advice of its
money manager and are subject to the overall investment policy statement revised in
2019. This policy adopts a 10 year investment horizon and has as its objective a goal
to preserve and maintain the principal with a balanced portfolio of diversified
investments. With the exception of the Margaret Farrell Lynch Fund, the spending
policy is set by the Board of Directors and reviewed annually.

4. PROPERTY, EQUIPMENT, AND INTANGIBLES

Land, buildings, and equipment are located in Gloucester, Massachusetts, and are
carried at cost or fair market value for donated items. Expenditures for maintenance
and repairs are charged to expense in the current period. For the three months ended
March 31, 2024, major repairs and acquisitions greater than $5,000 with a useful life
greater than one year, are capitalized and depreciated/amortized using the straight-
line method over estimated useful lives ranging from three to forty years. A summary
of property, equipment, intangibles, and accumulated depreciation and amortization
is detailed below:

   Cape Ann Museum buildings and improvements $ 9,362,066
   Collections storage facility 5,147,027
   Sculpture Park - 26 Pleasant Street 624,096
   Babson - Alling House 663,200
   White - Ellery House and Barn - 247 Washington Street 343,176
   Furniture and fixtures 331,051
   Office and program equipment 155,412
   Website and software 123,825

16,749,853
  
 Less: Accumulated depreciation and amortization (6,282,958)

        Total property, equipment, and intangibles $10,466,895

Total depreciation and amortization expense for the three months ended March 31,
2024 was $137,480.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

5. COLLECTIONS

Collections consist of works of art, objects, artifacts, and records reflective of the
Museum and its heritage. Collection items, whether purchased or donated, are not
capitalized because their intrinsic value is not susceptible to reasonable estimation.
The collection is carried at $1.00. It is the policy of the Museum that proceeds from
the sale of collection items will be used to purchase additional collection items or to
maintain or preserve the collection. New acquisitions are then charged as collection
acquisitions. 

The Collections of the Museum are its primary asset and their display and
accessibility to the public are two of its primary objectives. A collections committee
monitors the acquisition and disposition of collection items. The committee and
management are responsible for recommending and implementing measures to
enhance the conservation, maintenance, and security of the collection.

6. LINES OF CREDIT

The Museum has an available line of credit to draw upon as needed for operating
activities. The current terms for this line allow borrowing of up to $200,000. The line
carries a current interest rate of 7.5% and is secured by all business assets. The
outstanding balance was $0 at March 31, 2024. There was $200,000 available to draw
upon at March 31, 2024

The Museum has an available line of credit to draw upon as needed for capital
activities. The current terms for this line allow borrowing of up to $3,000,000. The line
carries a current interest rate of 2.75% and is secured by investments. The
outstanding balance was $1,674,535 at March 31, 2024. There was $1,325,465
available to draw upon at March 31, 2024.

7. REVENUE RECOGNITION

The Museum is dependent on membership and donation revenue and its ability to
collect amounts owed on unconditional promises to give. The success of the
economy as a whole impacts the nature, amount, timing, and uncertainty of revenues
and cash flows. Revenue from memberships is comprised of various levels of
membership categories paid in advance of expiration. 

8. BOARD DESIGNATED ENDOWMENT

The Board of Directors voted in December 1997 that $2,000,000 of otherwise
unrestricted investments will be held as a “Board Designated Endowment” to
preserve and protect the future financial security of the Museum. The Museum fully
funded this vote with the transfer of funds to its Investment Custodian in January
1999. In December 2018, the Board designated endowment was increased to
$3,000,000. Appropriations of the board designated funds are subject to specific
board approval. These funds are invested alongside all other endowment funds.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

9. NET ASSETS WITH DONOR RESTRICTIONS

   A. Specified activities

The Museum received various grants and donations that were donor restricted for
their intended purpose. The following summarizes the unexpended balances for these
activities at March 31, 2024:

   Undesignated campaign $ 5,662,697
   Endowment 1,738,500
   Exhibits and programs 45,997
   Collections 314,190
   Education programs 82,881
   Operations support 118,750
   Museum buildings construction 

and improvement 125,512
   

Total Specified Activities $ 8,088,527

   
B. Capital Campaign

In June 2019, the Museum commenced a capital campaign to address funding needs
at Cape Ann Museum Green and 27 Pleasant Street and to raise funds for the
endowment. Proposed projects for the Campaign include the construction of a new
collections center and flexible gallery space at Cape Ann Museum Green and updates
to core facility systems at 27 Pleasant Street. 

Additionally, the Campaign will be used to fund the creation of a “Collector's Gallery”
at 27 Pleasant Street and to reimagine space that has been repurposed as a result of
now having offsite storage for the Collection at Cape Ann Museum Green. As of
March 31, 2024, unexpended net assets of the capital campaign donations totaled
$7,401,197.

   C. Endowment funds with donor restrictions

The Museum has three donor restricted endowment funds that are restricted by
purpose or spending rule.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

9. NET ASSETS WITH DONOR RESTRICTIONS (CONT.)

C. Endowment funds with donor restrictions (cont.)

The endowment funds activity is summarized as follows:

   December 31, 2023 $ 3,275,490

   Earned income, net 13,305
   Net realized/ unrealized losses 154,130
   Current year contributions -
   Current year distributions (25,287)

   March 31, 2024 $ 3,417,638

10. UNCONDITIONAL PROMISES TO GIVE

At March 31, 2024 the Museum had recorded unconditional promises to give totaling
$3,165,021. The promises are recorded at fair value and, for amounts due in more
than one year, are discounted using present value techniques and a discount rate of
6% for 2024. The total discount at March 31, 2024 totaled $209,371. Promises to give
at March 31, 2024 included amounts from members of the board totaling $235,849.
An allowance for uncollectible promises was not established as of March 31, 2024.

Maturities of promises to give for each of the next 5 years are as follows: 

   2025 $ 1,246,183
   2026 1,026,985
   2027 515,852
   2028 205,707
   2029 170,294

   Total $ 3,165,021
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

11. FAIR VALUE OF INVESTMENTS

The Museum, in accordance with U.S. generally accepted accounting principles,
implemented the following requirements related to the fair value measurements for
its financial assets and liabilities. The adoption of these principles did not have a
material impact on the Museum's financial position or results of operations. U.S.
generally accepted accounting principles refines the definition of fair value, expands
disclosure requirements about fair value measurements, and established specific
requirements as well as guidelines for a consistent framework to measure fair value.
U.S. generally accepted accounting principles defines fair value as the price that
would be received to sell an asset, or paid to transfer a liability in an orderly
transaction between market participants.  

Further, U.S. generally accepted accounting principles require the Museum to
maximize the use of observable market inputs, minimize the use of unobservable
market inputs and disclose the form of an outlined hierarchy of the details of such fair
value measurements.  

U.S. generally accepted accounting principles specify a hierarchy of valuation
techniques based on whether the inputs to fair value measurement are considered to
be observable or unobservable in a marketplace. Observable inputs reflect market
data obtained from independent sources, while unobservable inputs reflect the
Museum's market assumptions.

This hierarchy requires the use of observable market data when available. These
inputs have created the following value of hierarchy:

Level 1 – Quoted market prices in active markets for identical assets or liabilities.
Level 2 – Observable inputs other than those included in Level 1.  For example,
quoted prices for similar assets in active markets or quoted prices for identical assets
in inactive markets.
Level 3 – Unobservable inputs reflecting management's own assumptions about the
inputs used in estimating the value of the asset.  
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

11. FAIR VALUE OF INVESTMENTS (CONT.)

The following table summarizes the Museum's financial assets measured at fair value
on a recurring basis in accordance with U.S. generally accepted accounting principles
as of March 31, 2024:

Level 1 Level 2

   Certificates of deposits (maturity dates 
from July 2024 - March 2028) $ - $ 1,949,137

   Money market accounts - 140,667
   Fixed income securities 2,700,126 -
   Alternative fixed income securities - -
   Equity 10,482,021 -

  Total $13,182,147 $ 2,089,804

12. LIQUIDITY

Financial assets of $17,712,138 at March 31, 2024 were available for general
expenditures in the following year. Included in these totals are net assets with donor
restrictions totaling $6,169,689 at March 31, 2024 for the Museum’s specified activities
for the purposes of funding the various programs and expenditures as they are
incurred.

13. UNINSURED DEPOSITS

At March 31, 2024 the Museum maintained cash accounts with one financial
institution with balances in excess of federally insured limits of $250,000. The excess
was insured by the Depositors Insurance Fund. 

14. OPERATING LEASES

The Museum entered into a lease agreement beginning December 1, 2019 and
expiring June 1, 2024. At the end of this lease, the Museum agrees to continue as a
lessee on a tenant-at-will basis. A $100 deposit has been paid on the property.  As the
Museum's lease does not provide an implicit rate, the Museum used a risk free
interest rate at the commencement date in determining the present value of the lease
payments.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

14. OPERATING LEASES (CONT.)

The information related to the operating lease as of March 31, 2024 is as follows:

Assets: 
  Operating lease right-of-use-asset $ 119,118

Liabilities:
   Current portion of operating lease liability $ 119,118
   Operating lease liability, net of current -
     
   Total operating lease liability $ 119,118

Weighted average remaining lease term 0.67
Weighted average discount rate %1
Operating lease expenses $ 3,000

Maturities of the operating lease liability as of March 31, 2024 are as follows:

      December 31 Amount

   2025 $ 122,462

   Total 122,462
 Less: present value discount (3,344)

 Operating lease liability $ 119,118

Rent expense charged to operations under this operating lease for the three months
ended March 31, 2024 was $3,000.

15. EMPLOYEE RETENTION CREDIT

The Museum is eligible for the Employee Retention Credit (“ERC”) under the CARES
Act. Refunds receivable for the ERC at March 31, 2024 was $108,918 which represents
a refund due on the 2021 Form 941 Employer Quarterly Federal Tax Return for the
third quarter.
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CAPE ANN MUSEUM, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED

MARCH 31, 2024

16. EMPLOYEE BENEFIT PLAN

The Museum sponsors a deferred compensation 401(K) plan which covers
substantially all employees, whereby the employees choose to defer part of their
compensation. During the three months ended March 31, 2024, the Museum's portion
of the contribution recorded in the statement of activities was $12,567.

17. SUBSEQUENT EVENTS

The Museum has evaluated subsequent events through January 7, 2025, the date
which the financial statements were available to be issued.

- 18 -


	Cover Page
	Accountant's Review Report
	Statements of Financial Position
	Statements of Activities
	Statements of Functional Expenses
	Statements of Cash Flows
	Notes to financial Statements



