SCANNEC JAN 12 0

| OMB No 1545-0047
Form 990 Return of Organization Exempt From Income Tax @@0 4

_-Under section 501(c), 527, or 4947(a)(1) of the Internal Revenue Code (except black lung
benefit trust or private foundation)

Open to Public
Department of the Treasury . N . .
Internal Revenue Service » The organization may have to use a copy of this return to satisfy state reporting requirements. Inspection

A For the 2004 calendar year, or tax year beginning July 1 , 2004, and ending June 30 ,2005
B Check if applicable | Please | C Name of organization D Employer identification number

[] Address change oo RS | Manhattan School of Music 13 : 1656667

D Name change p:;r‘\::r Number and street (or P O box if mail 1s not delivered to street address)| Room/suite | E Telephone number

[ il return 120 Claremont Ave. 115 ( 917 ) 493-4563
O Isnps:fl.llfci: City or town, state or country, and ZIP + 4 F Accountng method: [ Cash Accrual
Final return S

[ Amended return tions | New York, N.Y. 10027-4698 (] Other (specify) »

(] Application pending @ Section 501(c)(3) organizations and 4947(a)(1) nonexempt charitable H andlar:e not applicable to section 527 organizations
trusts must attach a completed Schedule A (Form 990 or 990-E2). H(a) Is this a group return for affilates? Yes & No

G Website: » msmnyc.edu H(b) If “Yes,” enter number of affikates » . ... . . .

H{c) Are all affiliates included? Clves [ no
J Organization type (check only one) » v 501(c) ( 3 )« (nsert no,) O 4947(a)(1) or O 527 {If “No,” attach a list See Instructions.)

H(d) Is this a separate return filed by an

K Check here » D if the organization’s gross receipts are normally not more than $25,000 The
; ? . Y 3 organization covered by a group ruling? Clves [INo

organization need not file a return with the IRS, but If the organization received a Form 990 Package

n the mail, it should file a return without financial data Some states require a complete return. I Group Exemption Number »
M Check » [ ] if the organization is not required
L Gross receipts: Add lines 6b, 8b, 9b, and 10b to line 12 » 28,770,211 to attach Sch. B (Form 990, 990-EZ, or 990-PF).
m Revenue, Expenses, and Changes in Net Assets or Fund Balances (See page 18 of the instructions.)
1 Contributions, gifts, grants, and similar amounts received:
a Direct public support , 1a 2,894,727
b Indirect public support . . . |1b
¢ Government contributions (grants) ic 350,984
d Total (add lines 1a through 1c) (cash $ 3,245,711 poncash $ ) 1d 3,245,711
2 Program service revenue including government fees and contracts (from Part VII, line 93) 2 18,849,692
3 Membership dues and assessments 3
4 Interest on savings and temporary cash investments 4 41,931
5 Dividends and interest from securities 5 378,053
6a Gross rents ) ) 6a
b Less: rental expenses . 6b
¢ Net rental income or {loss) (subtract line 6b from line 6a) 6¢c
o | 7 Other investment income (describe » ) 7
E 8a Gross amount from sales of assets other (A) Securties (B) Other
& than inventory . 8a
b Less: cost or other basis and sales expenses. 8b
¢ Gain or (loss) (attach schedule) . . . 8c
d Net gain or (loss) (combine fine 8¢, columns (A) and (B)) ) 8d 411,762
9  Special events and activities (attach schedule). If any amount I1s from gaming, check here » D
a Gross revenue (not including $ of
contributions reported on line 1a) .o 9a 222,250
b Less: direct expenses other than fundraising expenses . | .8b 64,524
¢ Net income or (loss) from spegi nts (subtract line 9b from line 9a) 9¢ 157,726
10a Gross sales of inventory, less retumRECI }10a 157,147
b Less: cost of goods sold - 10b 146,493
¢ Gross profit or (loss) from sales entol (attach schedule) ( ct ine 10b from line 10a) 10¢c 10,654
11 Other revenue (from Part VI, 1 . X 11 5,528,189
12 Total revenue (add lines 1d, 434, 5, 60 7 8d, anﬂ)’é 1). 12 28,623,718
» | 13 Program services (from line §#4, &l ’ ) 13 22,811,303
8|14 Management and general (flam.li ,(d)jT £ , 14 3,188,581
2115 Fundraising (from line 44, column (D)) . ) 15 952,742
i | 16 Payments to affiliates (attach schedule) . . 16
17 Total expenses (add lines 16 and 44, column (A)) . . 17 26,952,626
2118 Excess or (deficit) for the year (subtract line 17 from line 12) . 18 1,671,092
%|19 Net assets or fund balances at beginning of year (from line 73, column (A)) . 19 35,323,690
% | 20 Other changes in net assets or fund balances (attach explanation) 20 93,409
Z | 21 Net assets or fund balances at end of year (combine lines 18, 19, and 20) 21 37,088,191
For Privacy Act and Paperwork Reduction Act Notice, see the separate instructions.  Cat No 11282Y Form 990 (2004)



Form 990 (2004)

Page 2

Statement of
Functional Expenses

All organizations must complete column (A). Columns (B), (C), and (D) are required for section 501(c)(3) and {4) organizations
and section 4947(a){1) nonexempt chartable trusts but optional for others. (See page 22 of the instructions )

Do not include amounts reported on line (B) Program (C) Management
6b, 8b, 9b, 10b, or 16 of Part I. . W) Total services and general (B) Fundraising
22 Grants and allocations (attach schedule)
(cash § 253,695 noncash $ ) |22 253,695 253,695
23  Specific assistance to individuals (attach schedule) | 23
24  Benefits paid to or for members (attach schedule) 24 i ;
25 Compensation of officers, directors, etc. 25 1,050,683 375,605 523,578 151,500
26 Other salaries and wages . 26 12,446,902 10,765,311 1,302,250 379,341
27 Pension plan contributions 27 600,981 465,592 103,708 31,681
28 Other emp[oyee benefits 28 967,631 818,470 113,056 36,105
29 Payroll taxes 29 928,277 766,417 128,598 33,262
30 Professional fundraising fees 30 215,519 215,519
31 Accounting fees 3 88,100 88,100
32 Legal fees 32 96,785 96,785
33 Supplies 33 310,561 282,963 21,380 6,218
34 Telephone 34 161,810 161,810
35 Postage and shipping 35 92,293 82,771 891 8,631
36 Occupancy 36 1,004,075 674,642 313,387 16,046
37 Equipment rental and maintenance 37 203,957 203,957
38 Printing and publications 38 98,676 92,320 6,356
39 Travel . 39 54,943 40,092 11,851 3,000
40 Conferences, conventlons and meetings 40 33,012 21,274 9,972 1,766
41 Interest 41 855,819 855,819
42 Depreciation, depletion, etc. (attach schedule) 42 2,136,190 2,136,190
43  Other expenses not covered above (temize):a ... .. 43a
b Dormitory, Campus store 43b 4,519,842 4,519,842
¢ Credit card & payroll f_e_ega_s__ _s_g_a_lj;_h_ _f_|;_n_\_s__ 43¢ 264,866 264,866
d _I_n_st_l_r_a_nqe ________________________________ 43d 341,462 294,533 44,623 2,306
e Entertainment,Receptions, Dues, M|sc ) 43e 226,547 165,536 61,011
44  Total functional expenses (add lines 22 through 43). Orgamzatlons
completing columns (B)-({D), carry these tofals to lines 13—15 44 26,952,626 22,811,303 3,188,581 952,742

Joint Costs. Check » [] if you are following SOP 98-2.

Are any joint costs from a combined educational campaign and fundraising solicitation reported in (B) Program services?
If “Yes,” enter (i) the aggregate amount of these joint costs $
{iii) the amount allocated to Management and general $ , and (iv) the amount allocated to Fundraising $

» [IYes VINo
; ii) the amount allocated to Program services$__

Statement of Program Service Accomplishments (See page 25 of the instructions.)

What is the organization’s primary exempt purpose? P... ... ... Ll

All organizations must describe their exempt purpose achievements in a clear and concise manner. State the number
of clients served, publications i1ssued, etc. Discuss achievements that are not measurable. (Section 501(c)(@3) and (4)

Program Service
Expenses
(Required for 501(c)(3) and
(4) orgs , and 4947(a)(1)
trusts, but optiona! for

organizations and 4947(a)(1) nonexempt charttable trusts must also enter the amount of grants and allocations to others. ) others )
a Manhattan School of Music is a college conservatory providing educational servicesto
‘approximately 832 college students, and 420 precollege students
"""""""""""""" (Grants and allocations $ ' 253,695) 22,811,303
b

(Grants and allocations ¢ )

C e il ed el e e e
""""""""""""""""""""" (Grants and allocations ¢ )
' O
______________________________________ (Grants and allocations $ )
e Other program services (attach schedule) (Grants and allocations  $ )
f Total of Program Service Expenses (should equal line 44, column (B), Program services) »

Form 990 (2004)



Form 990 (2004)

Page 3

Balance Sheets (See page 25 of the instructions.)

Note: Where required, attached schedules and amounts within the description (A) (B)
column should be for end-of-year amounts only. Beginning of year End of year
45 Cash—non-interest-bearing 2,797,261 3,984,521
46 Savings and temporary cash investments
47a Accounts receivable . . . . 47a
b Less: allowance for doubtful accounts | 47b
48a Pledges receivable .
b Less: allowance for doubtful accounts 3,212,324 3,122,747
49 Grants receivable .
50 Receivables from officers, directors, trustees, and key employees
(attach schedule) .. 50
61a Other notes and loans receivable (attach
£ schedule) 51a
@| p Less: allowance for doubtful accounts 51b 593,519 | 51¢ 641,477
< |52 [nventories for sale or use 52
53 Prepaid expenses and deferred charges ) 206,955 | 53 231,884
54 Investments—securities {attach schedule) » [cost ¥]FMV 14,004,237 | 54 15,231,917
55a Investments—Iland, buildings, and
equipment: basis 55a
b Less: accumulated deprecnatlon (attach
schedule) 55b 55¢
56 Investments—other (attach schedule) . 56
57a Land, buildings, and equipment: basis 57a
b Less: accumulated depreciation (attach
schedule) 57b 62,051,442 | 57¢ 60,837,431
58 Other assets (describe » Def.bond issue costs/Dep. with truste¢ ) 5,738,592 | 58 5,937,307
59 Total assets (add lines 45 through 58) (must equal line 74) 88,604,330 | 59 89,987,284
60 Accounts payable and accrued expenses 604,338 | 60 1,110,249
61 Grants payable 61
62 Deferred revenue 792,051 | 62 911,705
_3 63 Loans from officers, directors, trustees, and key employees (attach -
£ schedule) 63
8 | 64a Tax-exempt bond liabilities (attach schedule) 47,455,000 | 64a 46,635,000
=] b Mortgages and other notes payable (attach schedule) 3,910,997 | 64b 3,716,436
65 Other liabilities (describe » Due Perkins loans ) 518,254 | 65 525,703
66 Total liabilities (add lines 60 through 65) . 53,280,640 | 66 52,899,093
Organizations that follow SFAS 117, check here » (] and complete lines
P 67 through 69 and lines 73 and 74.
%167 Unrestricted 19,853,679 | 67 21,152,224
é 68 Temporarily restricted 3,212,324 | 68 2,984,156
M| 69 Permanently restricted 12,257,687 | 69 12,951,811
2 | Organizations that do not follow SFAS 117 check here » [ ] and '
c complete lines 70 through 74.
5|70 Caprtal stock, trust principal, or current funds 70
g 71 Paid-in or capital surplus, or land, building, and equipment fund 71
#172 Retained earnings, endowment, accumulated income, or other funds 72
.<., 73 Total net assets or fund balances (add lines 67 through 69 or lines
2 70 through 72;
column (A) must equal line 19; column (B) must equal line 21) 35,323,690 | 73 37,088,191
74 Total liabilities and net assets / fund balances (add lines 66 and 73) 88,604,330 | 74 89,987,284

Form 990 is available for public inspection and, for some people, serves as the primary or sole source of information about a

particular organization. How the public perceives an organization in such cases may be determined by the information presented
on its return. Therefore, please make sure the return is complete and accurate and fully describes, in Part Ill, the organization’s

programs and accomplishments.



Page 4

Reconciliation of Expenses per Audited
Financial Statements with Expenses per
Return

Form 990 (2004)

Reconciliation of Revenue per Audited Part IV-B

Financial Statements with Revenue per
Return (See page 27 of the instructions.)

a Total expenses and losses per

audited financial statements . >

b Amounts included on line a but not
on line 17, Form 990:

Donated services
and use of facilities $

a Total revenue, gains, and other support
per audited financial statements | 4

b  Amounts included on line a but not on
line 12, Form 990:

(1) Net unrealized gains
on investments .

26,981,764

1
93,409 M

(2) Donated services (2) Prior year adjustments
and use of facilities $ reported on line 20,

(3) Recoveries of prior Form 990 $
year grants (3) Losses reported on

(4) Other (specify): line 20, Form 990 $

10B-Campus stor (4) Other (specify):
L $ 146,493 ¢ S 10B-Campus stor:
Add amounts on lines (1) through (4) ™ 239,902 . LM |
Add amounts on lines (1) through (4» | b 146,493
¢ Line a minus line b > 28,506,363 | ¢ | jne a minus line b » | C 26,835,271
d Amounts included on line 12, e d Amounts included on line 17,
Form 990 but not on line a: ¢ Form 990 but not on line a:
(1) Investment expenses (1) Investment expenses
not included on line not included on line
6b, Form 990 $ 17,355 6b, Form 990 117,355
(2) Other (specify): (2) Other (specify):
. .8 . 20 .8
Add amounts on lines (1} and (2) » |.d 117,355 Add amounts on lines (1) and (2) » |.d 117,355
e Total revenue per line 12, Form 990 e Total expenses per line 17, Form 990
» 28,623,718 (ine ¢ plus line d) > |e 26,952,626

line ¢ plus line d) e
m List of Officers, Directors, Trustees, and Key Employees (List each one even if not compensated; see page 27 of
the instructions.)

{C) Compensation (D) Contnbutions to (E) Expense
(A) Name and address (B)Jgéi %nac\iloat\é%r?gepggﬁlrgnper (If not paid, enter | employee beneftt plans & | account and other
-0-. deferred compensation allowances

75 Did any officer, director, trustee, or key employee receive aggregate compensation of more than $100,000 from your
organization and all related organizations, of which more than $10,000 was provided by the related organizations? M LYes ¥]INo

If “Yes,” attach schedule—see page 28 of the instructions.

Form 990 (2004)



Form 990 (2004)

Page 5

Other Information (See page 28 of the instructions.)

Yes | No

76 Did the organization engage in any activity not previously reported to the IRS? If “Yes,” attach a detailed description of each actvity
77 Were any changes made in the organizing or governing documents but not reported to the IRS?
if “Yes,” attach a conformed copy of the changes.
78a Did the organization have unrelated business gross income of $1,000 or more during the year covered by this return?
b If “Yes,” has it filed a tax return on Form 990-T for this year?
79 Was there a liquidation, dissolution, termination, or substantial contraction during the year? If “Yes,” attach a statement
80a Is the organization related (other than by association with a statewide or nationwide organization) through common
membership, governing bodies, trustees, officers, etc., to any other exempt or nonexempt organization?
b If “Yes,” enter the name of the organization » .. ... ...
and check whether |t is [ exempt or D nonexempt
81a Enter dlrect and |nd|rect political expendrtures See line 81 instructions |81a |

78b

79

Y hSRYRY  ShY

80a

2

b Did the organization file Form 1120-POL for this year?
82a Did the organization receive donated services or the use of maternals, equipment, or facilities at no charge
or at substantially less than fair rental value?
b [f “Yes,” you may indicate the value of these items here. Do not include this amount
as revenue in Part | or as an expense in Part Il. (See instructions in Part IIl.) (82b |

\L

81b

83a Did the organization comply with the public inspection requirements for returns and exemption applications?
b Did the organization comply with the disclosure requirements relating to quid pro quo contributions?
84a Did the organization solicit any contributions or gifts that were not tax deductible?
b If “Yes,” did the organization include with every solicitation an express statement that such contributions
or gifts were not tax deductible?
85 501(c)@), (5), or (6) organizations. a Were substantially all dues nondeductible by members?
b Did the organization make only in-house lobbying expenditures of $2,000 or less?
If “Yes” was answered to either 85a or 85b, do not complete 85c¢ through 85h below unless the organlzatlon
received a waiver for proxy tax owed for the prior year.
Dues, assessments, and similar amounts from members . 85¢

82a

83a| v

83b| v

84b

85a

Section 162(e) lobbying and palitical expenditures 85d

Aggregate nondeductible amount of section 6033(e)(1)(A) dues notices 85e

Taxable amount of lobbying and political expendrtures (line 85d less 85¢) 85¢f

Does the organization elect to pay the section 6033(e) tax on the amount on line 85f?

If section 6033(e)(1)(A) dues notices were sent, does the organization agree to add the amount on line 85f to its
reasonable estimate of dues allocable to nondeductible lobbying and political expenditures for the following tax
year?

TQ -0 Q0

86 501(c)(7) orgs. Enter: a Initiation fees and capital contributions |ncluded on line 12 86a
b Gross receipts, included on line 12, for public use of club facilities 86b

87 501(c)(12) orgs. Enter: a Gross income from members or shareholders 87a

b Gross income from other sources. (Do not net amounts due or paid to other
sources against amounts due or received from them.) . 87b

88 At any time during the year, did the organization own a 50% or greater interest in a taxable corporation or
partnership, or an entity disregarded as separate from the organization under Regulations sections
301.7701-2 and 301.7701-3? If “Yes,” complete Part IX

89a 501(c)(3) organizations. Enter: Amount of tax imposed on the organization durlng the year under
section 4911 » 0 ; section 4912 » 0 ; section 4955 »
b 501(c)(3) and 501(c)4) orgs. Did the organization engage in any section 4958 excess benefit transaction
during the year or did it become aware of an excess benefit transaction from a prior year? If “Yes,” attach
a statement explaining each transaction

¢ Enter: Amount of tax imposed on the organization managers or disqualified persons during the year under
sections 4912, 4955, and 4958 .. >
d Enter: Amount of tax on line 89c, above, reimbursed by the organization e >

0

85b

85¢g

85h

88 v

89b

90a List the states with which a copy of this return is filed » NewYork .

b Number of employees employed in the pay period that includes March 12, 2004 (See lnstructlons) [90b |
91 The books are in care of » Manhattan School of Music

Telephone no. »( 917 )493-4563

Located at » 120 Claremont Ave New York NY S  ZIP+4w 10027-4698

92 Section 4947(a)(1) nonexempt charitable trusts filing Form 990 in lieu of Form 1041—Check here
and enter the amount of tax-exempt interest received or accrued during the tax year » | 92 |

» [

Form 990 (2004)



Form 990 (2004) Page 6

GCIERII]  Analysis of Income-Producing Activities (See page 33 of the instructions.)
Unrelated business income Excluded by section 512, 513, or 514

Note: Enter gross amounts unless otherwise (E)
Related or

indicated. 8 (A) 4 A (8) ; Excl €) g A (D) . exempt function
93 Program service revenue: usiness coge moun Xclusion code moun income

Tuition and fees 18,849,692

Medicare/Medicaid payments
Fees and contracts from government agenmes
94 Membership dues and assessments
95 Interest on savings and temporary cash investments 03 41,931
96 Dividends and interest from securities 378,053
97 Net rental income or (loss) from real estate: ' ’
a debt-financed property
b not debt-financed property .
98 Net rental income or (loss) from personal property

Q@ -0 0 0T

99 Other investment income 18 411,762
100  Gain or (loss) from sales of assets other than |nventory
101  Net income or (loss) from special events 1 157,726
102 Gross profit or (loss) from sales of inventory 03 10,654
103 Other revenue: a Dormitory 03 5,153,203
p _Library, recording, etc. 03 127,313
¢ Investment Income 03 247,673
d
e
104  Subtotal (add columns (B), (D), and (E)) 6,528,315| 18,849,692
105 Total (add line 104, columns (B), (D), and (E)) . > 25,378,007
Note: Line 105 plus Iine 1d, Part |, should equal the amount on llne 12 Partl
Pa Relationship of Activities to the Accomplishment of Exempt Purposes (See page 34 of the instructions.)
Line No. | Explain how each activity for which income is reported in column (E) of Part VIl contributed importantly to the accomplishment
v of the organization’s exempt purposes (other than by providing funds for such purposes).

93A Tuition & Fees funding for Institutional Programs

LCHEYY  Information Regarding Taxable Subsidiaries and Disregarded Entities (See page 34 of the instructions.)

(B) C D E
N ertnersi, of cisrogarded oniy ownerstip iarest Nture of hotvies Totalntome | End-otyear

%
%
%
%

m Information Regarding Transfers Associated with Personal Benefit Contracts (See page 34 of the instructions.)

(a) Did the organization, during the year, receive any funds, directly or indirectly, to pay premiums on a personal benefit contract? | U] Yes No

(b) Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? [ ] Yes Y] No
Note: If “Yes” to (b), file Form 8870 and Form 4720 (see instructions).

Under penalties of perjury, | declare that | have examined this return, including accompanying schedules and statements, and to the best of my knowledge
and bellﬁ it 1s true, correct, and complete. Declaration of preparer (other than officer) is based on all information of which preparer has any knowledge

pead  Lumegatin- 7, 7’/0 5

Date

Please
Sign

Check if
self-
mpl

Preparer's SSN or PTIN (See Gen Inst. W)




SCHEDULE A
(Form 990 or 990-EZ)

Department of the Treasury
Internal Revenue Service

Organization Exempt Under Section 501(c)(3)

{Except Private Foundation) and Section 501(e), 501(f), 501(k),
501(n), or Section 4947(a)(1) Nonexempt Charitable Trust

Supplementary Information—({See separate instructions.)
» MUST be completed by the above organizations and attached to their Form 990 or 990-EZ

OMB No 1545-0047

2004

Name of the organization Employer identification number
Manhattan School of Music 13 1656667
m Compensation of the Five Highest Paid Employees Other Than Officers, Directors, and Trustees
(See page 1 of the instructions. List each one. If there are none, enter “None.”)
(a) Name and address of each employee paid more (b) Title and average hours (d) Contributions to () Expense
than $50,000 per week devoted to position {c) Compensation er&gl:r)r/:: 23'[;%2"');:{::"& accgﬁg‘t'v::gezther
Gary Dial
e e e e e e e Teacher-35 Hrs. 146,795 15,224 0
c/o Manhattan School of Music
Patina Kopec
. e e o Teacher-35 Hrs, 109,272 12,222 0
c/o Manhattan School of Music
Marc Silverman
Teacher-35 H
--------------- | Teacner=S s 119,165 13,013 0
c/o Manhattan School of Music
Nina Svetianova Teacher-35 Hrs
S AR LR LRI RN 113,508 12,561 0
c/o Manhattan School of Music
Justin DiCioccio
---------------------------------------- Teacher-35 Hrs 101,915 11,633 0
c/o Manhattan School of Music

Total number of other employees paid over
$50,000 >

m Compensation of the Five Highest Paid Independent Contractors forProfessnonaI Selces

DT A N

(See page 2 of the instructions. List each one (whether individuals or firms). If there are none, enter “None.”)

(a) Name and address of each independent contractor paid more than $50,000

(b) Type of service

(c) Compensation

ICR Inc. Construction Contractors
"""""""""""""""""""""""""""""""" 198,400
347 5th Ave., #1304 New York, N.Y. 10016
Beyer, Blinder & Belle Architects & Planners
""""""""""""""""""""""""""""""" 140,500
41 E. 11th St. New York, NY 10003
Spencer Stuart Fundraising consultants
""""""""""""""""""""""""""""""""""" 90,540
PO Box 98991, Chicago, lll. 60693
Deloitte & Touche LLP Auditors

""""""""" 73,100
Two World Financial Ctr. New York, NY 10281
Manatt, Phelps & Ph:lllps LLP Lawyers
"""" 71,400

7 Times Square, New York, NY 10036

Total number of others receiving over $50,000 for
professional services »

For Paperwork Reduction Act Notice, see the Instructions for Form 990 and Form 990-EZ,

Cat No 11285F

Schedule A (Form 990 or 990-EZ) 2004



Schedule A (Form 990 or 990-EZ) 2004 Page 2

XTIl Statements About Activities (See page 2 of the instructions.) Yes | No
1 During the year, has the organization attempted to influence national, state, or local legislation, including any
attempt to influence public opinion on a legislative matter or referendum? if “Yes,” enter the total expenses paid v
or incurred in connection with the lobbying activites »$ __ (Must equal amounts on line 38,

O Qa6 T o

3a

b
4a

b

Part VI-A, or line i of Part VI-B.)

Organizations that made an election under section 501(h) by filing Form 5768 must complete Part VI-A. Other
organizations checking “Yes” must complete Part VI-B AND attach a statement giving a detailed description of
the lobbying activities

During the year, has the organization, either directly or indirectly, engaged Iin any of the following acts with any
substantial contributors, trustees, directors, officers, creators, key employees, or members of their families, or
with any taxable organization with which any such person is affillated as an officer, director, trustee, majority
owner, or principal beneficiary? (If the answer to any question i1s “Yes,” attach a detailed statement explaining the
transactions.)

Sale, exchange, or leasing of property?

Lending of money or other extension of credit?

Furnishing of goods, services, or facilities?

Payment of compensation (or payment or reimbursement of expenses if more than $1,000)?
Transfer of any part of its Income or assets?

Do you make grants for scholarships, fellowships, student loans, etc.? (If “Yes " attach an explanation of how v

you determine that recipients qualify to receive payments.) . . 3a

Do you have a section 403(b) annuity plan for your employees? 3| v

Did you maintain any separate account for participating donors where donors have the nght to provide advnce v
on the use or distribution of funds? 4a

Do you provide credit counseling, debt management, credit repalr or debt negotlatlon serwces” 4b v

Reason for Non-Private Foundation Status (See pages 3 through 6 of the instructions.)

The organization Is not a private foundation because it 1s: (Please check only ONE applicable box.)

© OoO~NOOOO;

10

[ A church, convention of churches, or association of churches. Section 170(b){1)(A)i).

Y] A school. Section 170(b)(1)(A)(ii). (Also complete Part V.)

[ A hospital or a cooperative hospital service organization. Section 170(o)(1)(A)(u).

[l A Federal, state, or local government or governmental unit. Section 170(b)(1)(A}v).

{0 A medical research organization operated in conjunction with a hospital. Section 170(b)(1)(A)(1). Enter the hospital’s name, city,

and state > . il il

[0 An organization operated for the beneflt ofa college or umversnty owned or operated by a governmental unit. Section 170(b)(1)(A)(|v)

(Also complete the Support Schedule in Part IV-A))

11a [J An organization that normally receives a substantial part of its support from a governmental unit or from the general public. Section

170(b)(1)(A){vi). (Also complete the Support Schedule in Part IV-A.)

11b O A community trust. Section 170(b)(1}(A)(v1). (Also complete the Support Schedule in Part {V-A.)
12 [ An organization that normally receives: (1) more than 33%% of its support from contributions, membership fees, and gross

13

receipts from activities related to its charitable, etc., functions—subject to certain exceptions, and (2) no more than 33%% of
its support from gross investment income and unrelated business taxable income (less section 511 tax) from businesses acquired
by the organization after June 30, 1975. See section 509(a)(2). (Also complete the Support Schedule in Part IV-A))

An organization that 1s not controlled by any disqualified persons (other than foundation managers) and supports organizations
described in: (1) hnes 5 through 12 above; or (2) section 501(c)(4), (5), or (6), if they meet the test of section 509(a)(2). (See
section 509(a)(3).)
Provide the following information about the supported organizations. (See page 5 of the instructions.)
{b) Line number
from above

(a) Name(s) of supported organization(s)

14 [ ] An organization organized and operated to test for public safety. Section 509(a)(4) (See page 5 of the instructions.)

Schedule A (Form 990 or 990-EZ) 2004



Schedule A (Form 990 or 990-E2Z) 2004 Page 3

Support Schedule (Complete only if you checked a box on line 10, 11, or 12.) Use cash method of accounting.

Note: You may use the worksheet in the instructions for converting from the accrual to the cash method of accounting.

Calendar year (or fiscal year beginning in) » {a) 2003 (b) 2002 {c) 2001 (d) 2000 (e) Total

15  Gifts, grants, and contributions received. (Do
not include unusual grants. See line 28.)

16 Membership fees received

17  Gross receipts from admissions, merchandise
sold or services performed, or furnishing of
facillities in any actwntr that is related to the
organization’s charitable, etc., purpose

18 Gross income from interest, dividends,
amounts received from payments on securities
loans (section 512(a)(5)), rents, royalties, and
unrelated business taxable income (less
section 511 taxes) from businesses acquired
by the organization after June 30, 1975

19 Net income from wunrelated business
activities not inciuded in line 18

20 Tax revenues levied for the organization’'s
benefit and either paid to it or expended on
its behalf

21 The value of services or facilities furnished to
the organization by a governmental unit
without charge. Do not include the value of
services or facilities generally furnished to the
public without charge

22 Other income. Attach a schedule. Do not
include gain or (loss) from sale of capital assets

23 Total of hnes 15 through 22

24 Line 23 minus hine 17

25 Enter 1% of line 23

26 Organizations described on lines 10 or 11: a Enter 2% of amount in column (e), ine 24 | 4

b Prepare a list for your records to show the name of and amount contributed by each person (other than a
governmental unit or publicly supported organization) whose total gifts for 2000 through 2003 exceeded the

amount shown in line 26a. Do not file this list with your return. Enter the total of all these excess amounts » 26b

¢ Total support for section 509(a)(1) test: Enter line 24, column (e} . . » | 26c
d Add: Amounts from column (e) for lines: 18 19 “

22 26b > | 26d

e Public support (Iine 26¢ minus line 26d total) . | 26
f Public support percentage (line 26e (humerator) divided by line 26¢ (denomlnator)) . > | 26f %

27 Organizations described on line 12: a For amounts included in lines 15, 16, and 17 that were received from a “disqualified
person,” prepare a list for your records to show the name of, and total amounts received in each year from, each “disqualified person.”
Do not file this list with your return. Enter the sum of such amounts for each year:

(2003) ... ...l (2002) .. .... . ... .......(001) ... .. . (2000) .. .. S,

b For any amount included in line 17 that was recewved from each person (other than “disqualified persons”), prepare a list for your records to
show the name of, and amount received for each year, that was more than the larger of (1) the amount on line 25 for the year or (2) $5,000.
(Include in the list organizations described in lines 5 through 11, as well as individuals.) Do not file this list with your return. After computing
the difference between the amount received and the larger amount described in (1) or (2), enter the sum of these differences (the excess
amounts) for each year.

(2003) . . . (2002) ... .. ...... .. ... . (2001) .. (2000) ... ..
¢ Add: Amounts from column (e) for lines: 15 16
17 20 21 » | 27c
d Add: Line 27a total - and line 27b total - » |27d
e Public support (ine 27¢ total minus line 27d total) . . » | 27e
f Total support for section 509(a)(2) test: Enter amount from Ime 23, column (e) » | 27f |
g Public support percentage (line 27e (numerator) divided by line 27f (denominator)) » 279 %
h Investment income percentage (line 18, column (e) (numerator) divided by line 27f (denominator)) » | 27h %

28 Unusual Grants: For an organization described in line 10, 11, or 12 that received any unusual grants during 2000 through 2003,
prepare a list for your records to show, for each year, the name of the contributor, the date and amount of the grant, and a brief
description of the nature of the grant. Do not file this list with your return. Do not include these grants in ine 15.

Schedule A (Form 990 or 990-EZ) 2004




Schedule A (Form 990 or 990-EZ) 2004 Page 4
Private School Questionnaire (See page 7 of the instructions.)

{To be completed ONLY by schools that checked the box on line 6 in Part IV)

29

30

31

32

33

34a

35

Does the organization have a racially nondiscnminatory policy toward students by statement in its charter, bylaws,
other governing instrument, or in a resolution of its governing body?

Does the organization include a statement of its racially nondiscriminatory policy toward students in all its
brochures, catalogues, and other written communications with the public dealing with student admissions,
programs, and scholarships? e

Has the organization publicized its racially nondiscriminatory policy through newspaper or broadcast media during
the period of solicitation for students, or during the registration period if it has no solicitation program, in a way
that makes the policy known to all parts of the general community it serves? .

If “Yes,” please describe; if “No,” please explain. (If you need more space, attach a separate statement.)

Does the organization maintain the following.

Records indicating the racial composition of the student body, faculty, and administrative staff? 32a
Records documenting that scholarships and other financial assistance are awarded on a racially nondiscriminatory
basis? 32b

Copies of all catalogues, brochures, announcements, and other written communications to the public dealing
with student admissions, programs, and scholarships? . ) 32¢c
Copies of all material used by the organization or on its behalf to solicit contributions?

NN NS

If you answered “No” to any of the above, please explain. (If you need more space, attach a separate statement )

Does the organization discrrminate by race in any way with respect to:

Students’ nghts or privileges? v
- v

Admissions policies? . . . 33b
T v

Employment of faculty or administrative staff? . . . .. 33c
v

Scholarships or other financial assistance? . . . . ) 33d
. . v

Educational policies? . . .o . 33e
v

Use of facilities? . . Co . . 33f
v

Athletic programs? . 33g
" 4

Other extracurricular activities?

if you answered “Yes” to any of the above, please explain. (If you need more space, attach a separate statement.)

Does the organization receive any financial aid or assistance from a governmental agency?

Has the organization’s right to such aid ever been revoked or suspended?
If you answered “Yes” to either 34a or b, please explain using an attached statement.

Does the organization certify that it has complied with the applicable requirements of sections 4.01 through 4.05
of Rev. Proc. 75-50, 1975-2 C.B. 587, covering racial nondiscrimination? If “No,” attach an explanation

Schedule A (Form 990 or 990-EZ) 2004



Schedule A (Form 990 or 990-EZ) 2004

Page 5

(To be completed ONLY by an eligible organization that filed Form 5768)

Lobbying Expenditures by Electing Public Charities (See page 9 of the instructions.)

Check »a L[] if the organization belongs to an affiliated group.

Check » b [] if you checked “a” and “hmited control” provisions apply.

Limits on Lobbying Expenditures

(a)
Affilated group
totals

(b)
To be completed
for ALL electing

(The term “expenditures” means amounts paid or incurred.) organizations
36 Total lobbying expenditures to influence public opinion (grassroots lobbying) 36
37 Total lobbying expenditures to influence a legislative body (direct lobbying) 37
38 Total lobbying expenditures (add lines 36 and 37) 38
39 Other exempt purpose expenditures 39
40 Total exempt purpose expenditures (add lines 38 and 39) 40

41 Lobbying nontaxable amount. Enter the amount from the following table—
If the amount on line 40 is— The lobbying nontaxable amount is—
Not over $500,000 20% of the amount on line 40
Over $500,000 but not over $1,000,000 $100,000 plus 15% of the excess over $500,000 S
Over $1,000,000 but not over $1,500,000  $175,000 plus 10% of the excess over $1,000,000 H
Over $1,500,000 but not over $17,000,000  $225,000 plus 5% of the excess over $1,500,000

Over $17,000,000 $1,000,000
42  Grassroots nontaxable amount (enter 25% of line 41)
43 Subtract line 42 from line 36. Enter -0- if line 42 is more than line 36.
44 Subtract line 41 from line 38. Enter -0- if line 41 1s more than line 38
Caution: /f there is an amount on either line 43 or line 44, you must file Form 4720.
4-Year Averaging Period Under Section 501(h)
(Some organizations that made a section 501(h) election do not have to complete all of the five columns below.
See the instructions for lines 45 through 50 on page 11 of the instructions.)
Lobbying Expenditures During 4-Year Averaging Period
Calendar year (or (a) (b) (c) (d) (e)
fiscal year beginning in) » 2004 2003 2002 2001 Total
45 Lobbying nontaxable amount
46 Lobbying ceiling amount (150% of line 45(g))
47 Total lobbying expenditures
48 Grassroots nontaxable amount
49  Grassroots celling amount (150% of line 48(e))
Grassroots lobbying expenditures .

During the year, did the organization attempt to influence national, state or local legislation, including any
attempt to influence public opinion on a legislative matter or referendum, through the use of:

Volunteers

Paid staff or management (Include compensation in expenses reported on lines ¢ through h.) .

Media advertisements

Mailings to members, legislators, or the public .

Publications, or published or broadcast statements

Grants to other organizations for lobbying purposes .

Direct contact with legislators, their staffs, government offlcnals or a legislative body

Rallies, demonstrations, seminars, conventions, speeches, lectures, or any other means

Total lobbying expenditures (Add lines ¢ through h.) m

If “Yes” to any of the above, also attach a statement giving a detailed description of the lobbying activities.
Schedule A (Form 990 or 990-EZ) 2004

Lobbying Activity by Nonelecting Public Charities
(For reporting only by organizations that did not complete Part VI-A) (See page 11 of the instructions.)

Yes | No Amount

- TJQ -0 0 0T




Schedule A (Form 990 or 990-EZ) 2004

Page 6

Organizations (See page 11 of the instructions.)

Information Regarding Transfers To and Transactions and Relationships With Noncharitable Exempt

51 Did the reporting organization directly or indirectly engage in any of the following with any other organization described in section

501(c) of the Code (other than section 501(c)(3) organizations) or in section 527, relating to political organizations?

a Transfers from the reporting organization to a nonchantable exempt organization of:

®
(i

Cash
Other assets .

b Other transactions:

(]
(i)
(iii)
(iv)
4]
(vi)

Sales or exchanges of assets with a noncharitable exempt organization
Purchases of assets from a noncharitable exempt organization

Rental of facilities, equipment, or other assets

Reimbursement arrangements

Loans or loan guarantees

Performance of services or membership or fundraising solicitations

¢ Sharing of facilities, equipment, mailing Iists, other assets, or paid employees

d If the answer to any of the above is “Yes,” complete the following schedule. Column (b) should always show the far market value of the
goods, other assets, or services given by the reporting organization. If the organization received less than far market value in any
transaction or sharing arrangement, show in column (d) the value of the goods, other assets, or services received:

Yes | No

51a(i)
alii)

b(i)
b(ii)
b(iii)
b{iv)
b(v)
b{vi)
c

(a)

Line no

(b) (©

(d

Amount Involved Name of noncharitable exempt organization Description of transfers, transactions, and sharing arrangements

52a Is the organization directly or indirectly affiliated with, or related to, one or more tax-exempt organizations

described In section 501(c) of the Code (other than section 501(c)(3)) or in section 5277

b If “Yes,” complete the following schedule:

» [Jves [ No

(a) (b)

Name of organization Type of organization

(c)

Description of relationship

Schedule A (Form 990 or 990-EZ) 2004



MANHATTAN SCHOOL OF MUSIC

YEAR 2004

FORM 990, PART 1. LINE 1C

GOVERNMENT GRANTS

NYS BUNDY AID
SEOG

CWS-FEDERAL

FORM 990, PART 1, LINE 8D

NET GAINS
SECURITIES & BONDS
U. S. Trust

S. Bernstein
S. Barney

FORM 990, PART 1, LINE 10C

Books
Clothing,gifts,supplies,food, sundries

FORM 990, PART 1, LINE 20

Unrealized capital gains

$

97,289

116,250

137,445

350,984

1,881
129,511

280,370

411,762

5,966
4,688

10,654

93,409

FED.ID: 13-1656667



MANHATTAN SCHOOL OF MUSIC FED.ID: 13-1656667

YEAR 2004

FORM 990, PART 11, LINE 22

GRANTS & ALLOCATIONS

Restricted Government Funds $ 253,695

FORM 990, PART 11, LINE 42

Depreciation and Amortization Expense for:

Buildings 1,807,116
Equipment and Capital Leases 137,743
Musical Instruments and audio 118,273
Library Books and Music 73,058

_$ 2,136,190



MANHATTAN SCHOOL OF MUSIC
YEAR

FROM 990, PART IV, LINE 51C

Perkins Loan Program Receivable

FORM 990. PART IV, LINE 54
U. S. Government Securities

Corporate Bonds
Stocks

FORM 990, PART IV, LINE 57C

Land

Buildings

Furniture and equipment

Musical instruments and audio equipment
Library books, music and art works
construction in progress

Less: Accumulated depreciation

Total investment in Plant

FORM 990, PART IV, LINE 64A

Year ending June 30:
2006
2007
2008
2009
2010
Thereafter

FORM 990, PART IV, LINE 64B

Bond Swap Interest Liability
(see attached)

FED.ID# 13-1656667

2004

641,477

641,477

2,469,838
12,762,079

15,231,917

1,240,000
64,516,448
1,615,859
2,797,065
1,120,783
199,490

71,389,645

(10,552,214)

60,837,431

915,000
960,000
1,015,000
1,070,000
1,130,000
41,545,000
46,635,000

3,716,436



MANHATTAN SCHOOL OF MUSIC

YEAR

FORM 990, PART IV, LINE 64A

Schedule of Notes Payable:

Tax Exempt Bond

Fiscal Year

2006
2007
2008
2009
2010

Thereafter

FORM 990, PART IV, LINE 64B

interest Rate Swap Liability

2004

2005

2004

FED.ID: 13-1656667

915,000
960,000
1,015,000
1,070,000
1,130,000
41,545,000

$ 46,635,000

$
$

3,910,997

3,716,436



~_— Morgan Stanley

Municipal Capital Markets
North America

' Valuation Statement

Manhattan School of Music

Date: July 1, 2005
Manhattan School of Music as of June 30, 2005

Trade ID: Trade Date: Maturity Date: CCY: Notional:

16-Dec-02 1-Oct-10  USD 46,635,000 (3.716,436)

***THESE MTM'S ARE PROVIDED FROM YOUR PERSPECTIVE™"

Please refer to important disclaimers at the end of this report.



Manhattan School of Music

YEAR 2004

FORM 990, PART V

FED. ID: 13-1656667

FY 2005

LIST OF QFFICERS, DIRECTORS, AND TRUSTEES

NAME
Richard Adams
Alan M Ades
Betty Allen
Ms Carla Bossi-Comell
Nancy Behrman
Susan Blumsten
Harold Chumaceiro
David Geber
Frank Graupe
Marta Istomin
Constance Keene
Edward Lowenthal
Joanne E. Mandry
Carol Matos
Wilhlam R Milier
David Noon
Hon Richard Owen
Joanne Polk
David A Rahm, Esq

Robert G Simon

ADDRESS
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, NY 10027
120 Ciaremont Ave, New York, NY 10027
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, N Y 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, N Y 10027
120 Ciaremont Ave, New Yark, N Y 10027
120 Claremont Ave, New York, NY 10027
120 Claremont Ave, New York, NY 10027

120 Claremont Ave, New York, NY 10027

Note No expense accounts and other allowances

Column B

TITLE
VP of Facuity
Trustee
Trustee
Trustee
Trustee
VP of External Affarrs
Trustee
Dir -Dean of Performance
Drr Of Facilities

President
Trustee
Trustee

Chief Fin Off
Dirof HR & Admin
Trustee
Dean of Academics
Trustee
Dir Of Pracoliege
Chairman

Trustee

Col.B

ColumnC

Av.Hrs COMPENSATION

35

35

35

35

35

35

35

35

$

¥ &

119,340 $

151,500 $

90,000 §

87415 §

210,000 $

132,600 $

102,000 $

88,850 §

90,000 $

Column D

Cont. to Emp.Ben.Plans &

Def. Comp.

13,020 00

7.800 00

10,680 00

10,473 00

20,280 00

14,088 00

11,640 00

10,588 00

10,680 00



MANHATTAN SCHOOL OF MUSIC FED.ID:13-1656667

YEAR 2004

FORM 990, SCHEDULE A, PART V, LINE 34A

Government aid is limited to amount reported on Form 990 Part |, Line 1C

FORM 990, SCHEDULE A, PART Ilil, LINE 4

Most disbursements in furtherance of the School's exempt programs are made directly for salary and similar
expenses incurred directly in the active conduct of the activities constituting the exempt purpose or function
in which the School is organized and operated. Otherwise, disbursements are made in accordance with
procedures or subject to conditions by the School's governing board designed to insure that individuals
receiving disbursements from the organization are adequately investigated to determine that they are
qualifying recipients. Students receiving scholarships and fellowships are judged worthy by the School

on the basis of performing talent, academic achievement, financial need, and other similar standards.



e

KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

The Board of Trustees
Manhattan School of Music:

We have audited the accompanying statement of financial position of Manhattan School of Music
(the School) as of June 30, 2005, and the related statements of activities and cash flows for the year then
ended. These financial statements are the responsibility of the School’s management. Our responsibility is
to express an opinion on these financial statements based on our audit. The prior year summarized
comparative information has been derived from the School’s 2004 financial statements that were audited
by other auditors, whose report dated September 17, 2004, expressed an unqualified opinion on those
financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the School’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Manhattan School of Music as of June 30, 2005, and the changes in its net assets and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

KPMe LLP

October 14, 2005

KPMG LLP, a US lIimited liability partnership, 1s the U S
member firm of KPMG International, a Swiss cooperative



Cash and cash equivalents

MANHATTAN SCHOOL OF MUSIC

(with comparative financial information

Assets

Contributions receivable, net (note 3)
Prepaid expenses and other assets
Student loans receivable

Deposits with trustee (note 6)

Investments (note 2)

Deferred bond issue costs, net

Statement of Financial Position
June 30, 2005

as of June 30, 2004)

Property, plant, and equipment, net (note 4)

Liabilities:

Total assets

Liabilities and Net Assets

Accounts payable and accrued expenses

Unearned tuition and fees

U.S. Government grants refundable
Interest rate swap liability (note 7)
Bonds payable (note 6)

Net assets:

Total liabilities

Unrestricted
Temporarily restricted (note 8)
Permanently restricted (note 8)

Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.

2005 2004
3,984,521 2,797,261
3,122,747 3,212,324

231,884 206,955
641,477 593,519
4,212,889 3,966,273

15,231,917 14,004,237
1,724,418 1,772,319

60,837,431 62,051,442

89,987,284 88,604,330
1,110,249 604,338

911,705 792,051
525,703 518,254
3,716,436 3,910,997

46,635,000 47,455,000

52,899,093 53,280,640

21,152,224 19,853,679
2,984,156 3,212,324

12,951,811 12,257,687

37,088,191 35,323,690

89,987,284 88,604,330




Operating activities:
Revenues:
Student tuition and fees — net of
scholarship allowance of $4,936,069
and $4,898,719 in 2005 and 2004,

respectively $

Contributions and grants (note 3)
Investment return (note 2)
Government grants
Investment income on deposii
with trustee (note 6)
Auxiliary services
Other revenue
Net assets released from restrictions

Total operating revenues

Expenses:

Program services
Instruction
Academic support
Student services
Auxiliary services

Total program services

Supporting services:
General and administrative
Fund-raising

Total supporting services
Total expenses

Excess (deficiency) of revenues
over expenses

Nonoperating activities:
Contributions restricted for endowment
Change in value of interest rate
swap (note 7)

Change in net assets

Net assets — beginning of year

Net assets — end of year $

See accompanying notes to financial statements.

MANHATTAN SCHOOL OF MUSIC
Statement of Activities

Year ended June 30, 2005
(with summarized financial information
for the year ended June 30, 2004)

2005
Temporarily Permanently 2004
Unrestricted restricted restricted Total Total
18,849,692 — — 18,849,692 16,935,824
1,862,601 495,728 — 2,358,329 1,542,731
765,904 —_ — 765,904 1,521,572
350,984 — — 350,984 321,966
247,673 — — 247,673 240,410
5,437,628 — — 5,437,628 5,571,113
41,931 — — 41,931 38,776
723,896 (723,896) — — —
28,280,309 (228,168) — 28,052,141 26,172,392
10,400,671 — — 10,400,671 10,050,506
3,624,134 — — 3,624,134 3,282,646
2,799,362 — — 2,799,362 2,739,388
6,275,359 — — 6,275,359 6,650,348
23,099,526 — — 23,099,526 22,722,888
3,188,581 — — 3,188,581 2,937,035
888,218 — — 888,218 808,304
4,076,799 — — 4,076,799 3,745,339
27,176,325 — — 27,176,325 26,468,227
1,103,984 (228,168) — 875,816 (295,835)
— — 694,124 694,124 151,118
194,561 — — 194,561 2,624,681
1,298,545 (228,168) 694,124 1,764,501 2,479,964
19,853,679 3,212,324 12,257,687 35,323,690 32,843,726
21,152,224 2,984,156 12,951,811 37,088,191 35,323,690
3



MANHATTAN SCHOOL OF MUSIC
Statement of Cash Flows

Year ended June 30, 2005
(with comparative financial information
for the year ended June 30, 2004)

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Contributions restricted for endowment
Contributions of equity securities
Depreciation and amortization
Net appreciation in fair value of investments
Change in value of interest rate swap
Changes in assets and liabilities:
Decrease in contributions receivable, net
Increase in prepaid expenses and other assets
Increase in accounts payable and accrued expenses
Increase in unearned tuition and fees

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, plant, and equipment
Student loans granted
Student loans repaid
Purchases of investments
Proceeds from sales of investments

Net cash used in investing activities

Cash flows from financing activities:
Contributions restricted for endowment
Increase in U.S. government grants refundable
Increase in deposits with trustee
Repayment of bonds payable

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents — beginning of year
Cash and cash equivalents — end of year

Supplemental disclosures of cash flow information:
Interest paid during the year

See accompanying notes to financial statements,

2005 2004
1,764,501 2,479,964
(694,124) (151,118)

(71,757) (345,282)
2,136,190 2,130,782
(505,172) (1,362,604)
(194,561) (2,624,681)
89,577 1,809,743
(24,929) (46,514)
505,911 128,542
119,654 108,114
3,119,290 2,126,946
(874,278) (1,721,434)
(114,125) (110,750)
66,167 67,608

(9,463,338) (13,015,887)
8,818,587 13,426,052

(1,566,987) (1,354,411)

694,124 151,118
7,449 17,653
(246,616) (151,160)
(820,000) (775,000)
(365,043) (757,389)
1,187,260 15,146
2,797,261 2,782,115
3,984,521 2,797,261
2,487,314 2,483,901



)

MANHATTAN SCHOOL OF MUSIC
Notes to Financial Statements

June 30, 2005
(with comparative financial information as of
and for the year ended June 30, 2004)

Organization and Summary of Significant Accounting Policies
Organization

Manhattan School of Music (the School) is a preeminent international conservatory of music granting
bachelor of music, master of music, and doctor of musical arts degrees and post-graduate degrees
programs. The School, which was founded in 1918, serves more than 800 College students from more than
40 countries, and more than 400 students aged 5-18 in the Precollege division, as well as providing a
Summer Music Camp to approximately 125 New York City School children in fifth through eighth grades
each summer. The School employs an artist-teacher faculty of approximately 275 professional musicians.

Tax Status

The School is exempt from Federal income taxes under the provisions of Section 501(c) (3) of the Internal
Revenue Code.

Summary of Significant Accounting Policies
The significant accounting policies followed by the School are described below.

Financial Statement Presentation

The School prepares its financial statements on the accrual basis of accounting. Net assets and revenues,
gains, and losses are classified based on the existence or absence of donor-imposed restrictions.
Accordingly, net assets of the School and changes therein are classified and reported as follows:

Unrestricted net assets — Net assets that are not subject to donor-imposed restrictions.

Temporarily restricted net assets — Net assets subject to donor-imposed restrictions that will be met
either by actions of the School and/or the passage of time.

Permanently restricted net assets — Net assets subject to donor-imposed restrictions that they be
maintained permanently by the School, but permit the School to expend all or part of the income
derived therefrom.

Revenues are reported as increases in unrestricted net assets unless their use is limited by donor-imposed
restrictions. Expenses are reported as decreases in unrestricted net assets. Expiration of temporary
restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated time
period has elapsed) except for those restrictions met in the same year as received which are reported as
revenues of the unrestricted net assets, are reported as net assets released from restrictions.

The statement of activities distinguishes between operating and nonoperating activities. Nonoperating
activities include contributions restricted for endowment and the change in value of interest rate swap.
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MANHATTAN SCHOOL OF MUSIC
Notes to Financial Statements

June 30, 2005
(with comparative financial information as of
and for the year ended June 30, 2004)

Contributions

Contributions, which include unconditional promises to give, are recognized as revenue when received.
Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows. The discounts on those amounts are
computed using risk-free interest rates (ranging from 2.8% to 6.25%) applicable to the years in which the
promises are received.

Cash and Cash Equivalents

Cash and cash equivalents include all cash balances and highly liquid investments that at date of purchase
had maturities of three months or less.

Investments

The School’s investments are carried at fair value with realized and unrealized gains and losses reflected
in the statement of activities.

Deferred Bond Issue Costs

Costs incurred for issuance of bonds are capitalized and amortized on a straight-line basis over the term of
the related bonds.

Property, Plant, and Equipment

Property, plant, and equipment are recorded at cost or, if donated, at fair value on the date of contribution.
Depreciation of assets is computed on the straight-line method over the estimated useful lives of the assets.

Unearned Tuition and Fees

The School records unearned tuition and fees related to prepayments of summer and fall session college
tuition.

U.S. Government Grants Refundable

The School participates in the Perkins Loan Program (the Program) sponsored by the U.S. Department of
Education. Funds provided by the U.S. Government under the Program are loaned to qualified students

and may be reloaned after collection. These funds are ultimately refundable to the U.S. Government and
are presented in the accompanying statement of financial position as liabilities.

6 (Continued)



(0]

MANHATTAN SCHOOL OF MUSIC
Notes to Financial Statements

June 30, 2005
(with comparative financial information as of
and for the year ended June 30, 2004)

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 contingent assets and liabilities at the date of the financial statements.
Estimates also affect the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Prior Year Summarized Financial Information

The financial statements include certain prior year summarized comparative information in total but not by
net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the School’s financial statements for the year ended
June 30, 2004, from which the summarized information was derived.

Reclassifications

Certain reclassifications have been made to the 2004 financial information to conform to the 2005
presentation.

Investments

The fair value of investments at June 30, 2005 and 2004 is as follows:

2005 2004
Bonds $ 2,469,838 3,124,497
Equity securities 12,762,079 10,879,740
$ 15,231,917 14,004,237

Bonds and equity securities consist of publicly traded marketable securities. Fair values at June 30, 2005
and 2004 are based on published prices as of that date.

Investment return for the years ended June 30, 2005 and 2004 consists of the following:

2005 2004
Interest and dividends $ 378,088 243,775
Net appreciation in fair value of investments 505,172 1,362,604
Less investment advisory fees (117,356) (84,807)
Investment return $ 765,904 1,521,572
7 (Continued)
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MANHATTAN SCHOOL OF MUSIC
Notes to Financial Statements

June 30, 2005
(with comparative financial information as of
and for the year ended June 30, 2004)

Contributions Receivable

Contributions receivable are scheduled to be collected as follows at June 30, 2005 and 2004:

2005 2004
Within one year $ 943,214 737,857
In one to five years 1,669,286 1,462,143
In over five years 981,596 1,500,000
3,594,096 3,700,000
Discount to present value (471,349) (487,676)
Contributions receivable, net $ 3,122,747 3,212,324

Approximately 69% and 81% of the contributions receivable at June 30, 2005 and 2004, respectively, are
from an individual donor.

Property, Plant, and Equipment
Property, plant, and equipment at June 30, 2005 and 2004 are as follows:

2005 2004
Land $ 1,240,000 1,240,000
Buildings 64,516,448 62,320,515
Furniture and equipment 1,515,859 1,668,958
Musical instruments and audio equipment 2,797,065 2,778,209
Library books, music, and art work (including rare
collection items) 1,120,783 1,120,783
Construction in progress 199,490 1,653,760
71,389,645 70,782,225
Less accumulated depreciation (10,552,214) (8,730,783)
$ 60,837,431 62,051,442

Pension Plan

The School participates in an immediate vesting, defined contribution pension plan which covers all
full-time employees through the Teachers Insurance and Annuity Association (TIAA). The School’s
policy is to fund, on a current basis, pension costs accrued under the plan. Total annual costs under the
plan for the years ended June 30, 2005 and 2004 amounted to approximately $601,000 and $603,000,
respectively.
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Notes to Financial Statements

June 30, 2005
(with comparative financial information as of
and for the year ended June 30, 2004)

Bonds Payable

In July 2000, the School entered into a financial arrangement for $49,000,000 of Revenue Bonds, which
are due serially through 2029 and issued by the Trust for Cultural Resources of the City of New York
(the Trust). The arrangement was entered into to fund construction on a mixed-use building primarily for
use as a dormitory for the School’s students. The School has financed the balance of the construction with
available funds of the School. As part of the arrangement, the School was granted a mortgage on the land,
building, and certain fixtures and equipment, which were financed by the Revenue Bonds. During 2005,
interest rates on the bonds ranged from 0.99% to 2.96%.

In connection with the debt agreements, the School is required to maintain a bond principal fund and bond
interest fund. Amounts deposited into these funds are available for principal and interest payments. The
balances in the bond principal fund are $4,170,897 and $3,924,762, and the bond interest fund balances
are $0 and $0 at June 30, 2005 and 2004, respectively. Earnings on these funds, which totaled $247,673
and $240,410 in 2005 and 2004, respectively, are used to make principal and interest payments. In
addition, the School created a development fund, which was established to pay the administrative costs of
issuing the bonds and the capitalized interest on bonds when due. Any remaining balances will be applied
to outstanding principal balances. The balances in the development fund at June 30, 2005 and 2004 are
$41,992 and $41,511, respectively.

The maturities of the bonds payable are as follows:

Amount
Year ending June 30:

2006 $ 915,000
2007 960,000
2008 1,015,000
2009 1,070,000
2010 1,130,000
Thereafter 41,545,000

$ 46,635,000

Interest expense related to the bonds for fiscal 2005 and 2004 is $855,819 and $458,737, respectively.
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June 30, 2005
(with comparative financial information as of
and for the year ended June 30, 2004)

Interest Rate Swap

At June 30, 2005 and 2004, the School had an interest rate swap contract to pay fixed-rate interest
(4.85%) and receive variable rates of interest on the contractually established notional amount. The
contract expires October 1, 2010. The School is required to pay the difference between the BMA
Municipal Swap Index, which is reset weekly, and the fixed rate. The weekly BMA Municipal Swap
Index rate was between 0.99% and 2.96% during the period July 1, 2004 to June 30, 2005. The interest
rate swap liability balance of $3,716,436 and $3,910,997 at June 30, 2005 and 2004, respectively, is the
cost of terminating the swap agreement. The change in fair value of the swap is recorded as a reduction or
increase in unrestricted net assets in the statement of activities. In 2005 and 2004, the change in fair value
of the swap amounted to an increase in unrestricted net assets of $194,561 and $2,624,681, respectively.

Restricted Net Assets

Temporarily restricted net assets of $2,984,156 and $3,212,324 are primarily restricted for capital
purposes at June 30, 2005 and 2004, respectively.

Permanently restricted net assets are represented by investments held in perpetuity. The income from
these endowments is expendable to support the following at June 30, 2005 and 2004:

2005 2004
Educational programs $ 683,016 683,016
Scholarships 9,837,507 9,143,383
General operations of the School 2,431,288 2,431,288
$ 12,951,811 12,257,687
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