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Fiscal year 2006 was an exceptional year for the Museum. An
outstanding exhibition program that helped attract 4.5 million
visitors, the unveiling of the Museum’s restored facade, the

reopening of The Cloisters’ Early Gothic Hall after five years of
renovations, significant progress in its “21st-Century Met” interior
construction plan, and strong endowment growth made for an
outstanding year. Following five years of modest operating deficits,
including a $3.2 million deficit in fiscal year 2006, management
focused on initiatives intended to bring the Museum’s operating
budget into balance. To that end, the Metropolitan has taken a
number of steps to enhance revenue and control expenses. These
measures include increasing recommended admission rates, success-
fully using telemarketing to increase membership, continuing to
adjust pricing for many fee-based programs, ongoing aggressive
fundraising goals for both operating and capital costs, and reaching
out to new audiences through innovative marketing efforts. In addi-
tion, decisions have been made to curtail expense growth by, for
example, capping the non-union retiree drug plan in fiscal year
2005; combining, when feasible, evening events hosted by the devel-
opment and membership offices to save on catering and security
expenses; and printing an increasing number of publications in-house. 

Total assets reached $2.9 billion at June 30, 2006, reflecting a 9.1
percent increase over fiscal year 2005 and providing the Museum
additional financial stability to continue to support its mission,
strengthen the collection, and increase gallery space. This growth
reflects the continued success of The Fund for the Met campaign 
and the growth in investments resulting from a 15.1 percent return
on investments in fiscal year 2006. The sections below provide a
more detailed discussion of the Museum’s financial results for fiscal
year 2006.
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Operating Results
The Museum experienced a 4.5 percent growth in total revenue,
support, and transfers over fiscal year 2005. Contributing to this
improvement was an increase in revenue from admissions of $1.7
million, or 8.6 percent, driven by strong attendance in the fall of
2005 and the impact of increases in the Museum’s recommended
admission fees. Although the Metropolitan continues its important
policy of suggested admission fees, in January 2006 we increased the
student recommended admission rate from $7 to $10 and raised the
senior discount age to 65. Adding to revenue growth was a 10 per-
cent increase in membership income, with an all-time high of $22.8
million, and a 5 percent increase over fiscal year 2005 in the total
number of members, which reached 124,702. Higher membership
income also reflects a 62 percent increase in the annual appeal, a
direct result of a new telemarketing campaign; the continued success
of the President’s Circle level of membership; and a 44 percent expan-
sion in membership sales through the stores, mail order, and the
Internet. 

The Museum had considerable success across all its fundraising
programs this past year, with The Fund for the Met campaign raising
$66 million, the second-highest level since the campaign began in
1994; steady growth in its annual fundraising programs, including
the Apollo Circle, The Met Family Circle, the Travel with the Met
program, and departmental Friends groups; and remarkable success
in annual appeals. Benefit events also exceeded expectations, with
the Acquisitions Fund and Costume Institute benefits achieving
their highest fundraising levels ever. In addition, contributions from
corporate programs remained strong, and foundations and govern-
ments continued the trend in providing exhibition funding while
maintaining their support for endowment and capital projects.



Administration

The Museum is grateful to the City of New York for its continued
support, which includes providing funds for a portion of the
Museum’s security and maintenance staff and the cost of providing
heat, light, and power to the Museum’s buildings. Operating appro-
priations from the City of New York for guardianship, maintenance,
and utilities totaled $24.7 million in fiscal year 2006. This repre-
sents an increase of 30 percent over the prior year, when the City
increased its capital support to compensate for decreased operational
funding. In addition, during the current year the City contributed
$3.2 million to fund capital projects, including exterior renovations
at The Cloisters, restoration of the Fifth Avenue facade, and interior
construction in the new Greek and Roman galleries.

Net income from auxiliary activities grew by 42 percent to $2.2
million, compared to $1.6 million in fiscal year 2005. This growth
was the result of a 20 percent increase in net income from merchan-
dising, which was partly due to the remodeling of the Rockefeller
Center satellite store and solid performance at the restaurants. 

Endowment support for current activities increased $4.6 million,
or 9.3 percent, compared to fiscal year 2005, an increase that was
attributable to a change in the Museum’s endowment spending
policy from a twelve-quarter to a twenty-quarter period calculation
and to the market performance during the relevant period. Amounts
available for spending are limited to between 4.5 percent and 
5.5 percent of the market value of the Museum’s endowment funds,
with the specific rate determined by the Finance Committee of the
Board of Trustees. The rate was set at 5.25 percent for fiscal year 2006.

Museum operating expenses, excluding those for auxiliary activi-
ties, increased $10.8 million, or 6.3 percent, compared to fiscal year
2005. These results reflect increases in salaries and related fringe
benefit expenses and modest increases in general operating expenses.
Higher fringe benefits were associated with actuarial updates, includ-
ing the impact of adopting the most updated mortality table to cal-
culate pension liabilities during the current year, partially offset by
higher discount rates. Other expense increases included higher legal
fees and interest expense. 

Capital Spending
The strength of the Metropolitan’s endowment, along with the solid
results of The Fund for the Met campaign, allowed the Museum to
continue its ambitious “21st-Century Met” interior construction
plan. Capital expenditures for fiscal year 2006 totaled $69.2 million,
which included the final phase of work in the Greek and Roman
galleries and Wing K, and renovation of the Uris Center. The new
Roman galleries are expected to reopen in April 2007. The Museum
also continued its expansion of the 19th-Century galleries and its
renovations of the American Wing and the galleries for the Arts of
Africa, Oceania, and the Americas. In addition, at The Cloisters the
Museum reopened the Early Gothic Hall, which had been closed
for five years for renovations. 

As part of its commitment to improving the information systems
technology and infrastructure, the Museum invested $1.9 million in
various projects, including the first phase of the Met Images project.
The goal of the Met Images project is to preserve and protect the
Museum’s growing archive of images by developing and implement-
ing a secure centralized repository for their storage and management.
The Museum also added two new modules to our Lawson general
ledger system, namely, an asset-management and a billing module. 
In addition, the Museum spent $5.2 million in capital for auxiliary
activities, mainly related to the initial phase of new merchandising,
inventory control, warehousing, and point-of-sale systems for the
Museum’s retail operations, which will be implemented through 
fiscal years 2007 and 2008. These new systems will provide manage-
ment with more timely, accurate, and succinct information for 
managing the various channels of business and will significantly
improve customer service, inventory control, capture of sales data,
and, ultimately, overall profitability.

Balance Sheet
Total assets at June 30, 2006 amounted to $2.9 billion, of which
$2.4 billion, or 81.8 percent, represented the market value of 
the Museum’s investments. The remaining assets, or $0.5 billion,
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consisted mainly of fixed assets, contributions receivable, funds held
in trust by others, merchandise inventories, and cash and cash equiv-
alents. Total assets increased by 9.3 percent over fiscal year 2005,
reflecting the increase in investments resulting from substantial
investment returns and the considerable growth in gifts as part of
The Fund for the Met campaign, and an increase in fixed assets, 
a direct result of the current construction program. Investments,
mainly consisting of the long-term investment pool, are the Museum’s
largest asset. The Museum’s long-term investment pool generated a
return of 15.1 percent during fiscal year 2006, which exceeded by
significant margins both the Museum’s performance benchmarks
and the median return of other endowed institutions, based on data
supplied by Cambridge Associates. 

Liabilities totaled $216.8 million at June 30, 2006, a decline of
$21.1 million, or 8.9 percent, compared to the prior year. This
decrease relates to a reduction in loans payable and other long-term
liabilities, pension and other accrued retirement obligations, and the
timing of certain liabilities such as investment trades payable. These
were partly offset by increases in notes payable and the establish-
ment of a new asset retirement obligation of $6 million because of
the application of FASB Interpretation No. 47, “Accounting for
Conditional Asset Retirement Obligations.” Loans payable and
other long-term liabilities declined by nearly $3.0 million, the result
of a $2.0 million principal payment on the Museum’s Series 1993A
Variable Interest Rate Bonds and a decrease in the market value of

an interest rate exchange agreement on the Series 1993A Bonds,
partly offset by an increase in the fair value of a new forward starting
interest rate exchange agreement. The Museum entered into this
exchange contract, which has a notional amount of $100 million, in
anticipation of a new loan agreement for the expansion, improve-
ment, and rehabilitation of certain of the Museum’s facilities (see
Note K accompanying the financial statements for further details on
this transaction). Pension and other accrued retirement obligations
declined because of a few factors, mainly the net impact of updating
the mortality tables used to calculate the benefit obligations and the
increase in discount rates to calculate liabilities. 

We eagerly await the opening in 2007 of the Leon Levy and
Shelby White Court for Roman art and the adjacent galleries for
Hellenistic, Etruscan, and Roman art, which will further enhance
the Metropolitan’s position in the world as a premier cultural institu-
tion. We are poised to capitalize on our financial strength by moving
forward with our “21st-Century Met” interior construction plan and
making available for public viewing a broader array of our permanent
collections. The financial outlook for the next five years assumes
continuing revenue and support growth and recognizes the increased
operating expenses associated with new gallery spaces scheduled to
open beginning in April 2007. Given the long tradition of commit-
ment shown by our trustees, staff, and volunteers, we look forward to
continuing to provide innovative and quality programs to our visi-
tors, to enriching our collection, and to enhancing our gallery space.



2006 2005*

revenue and support

Admissions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21,874 $ 20,150
Memberships  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,799 20,769
Gifts and grants, net assets released from restrictions, and transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,758 51,730
Appropriation from the City of New York:

Funds for guardianship and maintenance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,777 8,579
Value of utilities provided . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,886 10,361

Endowment support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,982 49,386
Revenue of auxiliary activities:

Merchandising  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,999 80,741
Restaurant, parking garage, auditorium, and other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,976 21,564

Other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,852 6,566

total revenue, support, and transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 281,903 269,846

expenses
Curatorial:

Curatorial departments, conservation, cataloguing, and scholarly publications  . . . . . . . . . . . . . . . . 48,105 45,846
Operations of The Cloisters  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,513 5,287
Special exhibitions.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,043 12,263

Education, community programs, and libraries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,659 11,860
Development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,394 6,237
Membership services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,531 5,757
Operations:

Guardianship  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,210 26,798
Maintenance  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,572 16,055
Operating services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,096 12,122
Value of utilities provided by the City of New York  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,886 10,361

Communications  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,450 3,761
Financial, legal, and other administrative functions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,637 15,376
Cost of sales and expenses of auxiliary activities:

Merchandising  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,072 79,973
Restaurant, parking garage, auditorium, and other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,699 20,779

Interest on debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,187 797

total expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 285,054 273,272

(deficit) from operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (3,151) $ (3,426)

Statement of Operations for the year ended June 30, 2006, with comparative totals for 2005 (in thousands)

*Fiscal year 2005 amounts have been reclassified to conform with current year presentation.
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