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Report of the Treasurer

The consolidated financial statements and other in-
formation contained in this report have been prepared
by management, which is responsible for the infor-
mation’s integrity and objectivity. The consolidated
financial statements have been prepared in accordance
with generally accepted accounting principles applied
on a consistent basis and are deemed to present fairly
the financial position of the PORTLAND ART MUSEUM
and the changes in its net assets and cash flows.
Where necessary, management has made informed
judgments and estimates of the outcome of events and

transactions, with due consideration given to material-

ity.

As a means of fulfilling its responsibility for the integ-
rity of financial information included in this report,
management relies on a system of internal controls
established to ensure, within reasonable limits, that
assets are safeguarded against loss or unauthorized
use, that transactions are properly recorded and exe-
cuted in accordance with management’s authoriza-
tion, and that the accounting records can be relied
upon to prepare financial statements in accordance
with generally accepted accounting principles. This
system is augmented by careful selection and training
of qualified personnel and the dissemination of writ-

ten policies and procedures.

The consolidated financial statements have been ex-
amined by the Museum’s independent auditors, GARY
MCGEE & CO. LLP, whose report follows. Their ex-
aminations were made in accordance with generally
accepted auditing standards. The Audit Committee of
the Board of Trustees periodically meets with man-
agement and the independent accountants to review
accounting, auditing, internal accounting controls,
and financial reporting matters, and to ensure that all
responsibilities are fulfilled with regard to the objec-
tivity and integrity of the Museum’s consolidated fi-
nancial statements. The Audit Committee of the
Board of Trustees also reviews the scope and results of
the Museum’s audit, and current and emerging ac-
counting and financial requirements and practices

affecting the Museum.

Jin Park
Treasurer, Board of Trustees
Portland Art Museum
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CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT AUDITORS

The Board of Trustees
Portland Art Museum:

Opinion

We have audited the accompanying consolidated financial statements of the Portland Art Museum, which com-
prise the consolidated statements of financial position as of June 30, 2026 and 2025, and the related consolidated
statements of activities, functional expenses, and cash flows for the years then ended, and the related notes to the
consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Portland Art Museum as of June 30, 2026 and 2025, and the changes in its net assets and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States. Our re-
sponsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are required to be independent of the Portland Art
Museum and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relat-
ing to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States, and for the design, implementa-
tion, and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are condi-
tions or events, considered in the aggregate, that raise substantial doubt about the Museum’s ability to continue
as a going concern within one year after the date that the consolidated financial statements are available to be
issued.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepre-
sentations, or the override of internal control. Misstatements are considered material if there is a substantial like-
lihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the consolidated financial statements.
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In performing an audit in accordance with generally accepted auditing standards we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial state-
ments.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Museum’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting esti-
mates made by management, as well as evaluate the overall presentation of the consolidated financial state-
ments.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise sub-
stantial doubt about the Museum’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

@6._7’@. LeqP

October 12, 2026



PORTLAND ART MUSEUM

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2026 AND 2025

2026 2025
Assets:
Cash and cash equivalents $ 4,070,345 5,755,647
Restricted cash (note 10) 4,909,459 5,826,738
Short-term investments 2,592,733 2,043,550
Accounts receivable 105,368 146,677
Contributions receivable (note 3) 10,791,876 14,401,989
Inventories and prepayments (note 4) 798,581 797,678
Investments (note 5) 96,569,363 84,644,307
Split-interest agreements (note 6) 1,996,598 1,804,813
Real estate investments, at cost (note 16) 4,837,854 4,837,854
Right-of-use assets - operating leases 4,930,535 5,302,892
Property and equipment (notes 7 and 10) 137,829,366 132,935,492
Museum collections (note 8)
Total assets $ 269,432,078 258,497,637
Liabilities:
Accounts payable and accrued expenses 1,154,826 945,046
Construction payable - 7,116,679
Accrued payroll and related expenses 1,518,414 1,824,988
Deferred revenues (note 9) 1,883,525 1,316,397
Note payable (note 10) 18,711,820 12,068,893
Lease obligations - operating leases (note 17) 5,085,387 5,454,230
Other liabilities 187,049 177,628
Total liabilities 28,541,021 28,903,861
Net assets:
Without donor restrictions:
Available for programs and general operations 1,955,856 3,107,545
Allocated for debt service (note 10) 15,895,922 -
Designated by the Board of Trustees (note 11) 9,567,035 8,894,623
Net investment in capital assets and
real estate investments 123,687,900 48,068,548
Total net assets without donor restrictions 151,106,713 60,070,716
With donor restrictions (note 12) 89,784,344 169,523,060
Total net assets 240,891,057 229,593,776
Commitments and contingencies (notes 3, 10, 17, 18, 20, and 21)
Total liabilities and net assets $ 269,432,078 258,497,637

See accompanying notes to consolidated financial statements.



PORTLAND ART MUSEUM

CONSOLIDATED STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2026 AND 2025

2026 2025
Without donor With donor Without donor With donor
restrictions restrictions Total restrictions restrictions Total
Revenues, gains, and other support:
Contributions and grants $ 2,943,644 15,303,446 18,247,090 3,451,917 17,561,685 21,013,602
Memberships 3,991,934 - 3,991,934 3,409,723 - 3,409,723
In-kind contributions (note 14) 561,863 18,460 580,323 138,626 665,354 803,980
Financial support received from
volunteer groups 79,015 — 79,015 113,037 - 113,037
Admissions 3,377,615 - 3,377,615 2,585,385 - 2,585,385
Museum store sales 964,911 — 964,911 990,912 - 990,912
Rental income 2,383,655 - 2,383,655 2,303,598 - 2,303,598
Rental Sales Gallery 430,080 - 430,080 353,068 - 353,068
Total investment return (note 5) 1,789,751 12,675,644 14,465,395 1,322,551 7,883,657 9,206,208
Other revenues and gains 623,469 8,796 632,265 404,852 553 405,405
Total revenues and gains 17,145,937 28,006,346 45,152,283 15,073,669 26,111,249 41,184,918
Net assets released from restrictions (note 12):

Capital assets placed in service 95,132,419 (95,132,419) - - - -
For operating purposes 12,612,643 (12,612,643) — 13,917,970 (13,917,970) -
Total revenues, gains and other support 124,890,999 (79,738,716) 45,152,283 28,991,639 12,193,279 41,184,918

Expenses:
Program activities:
Acquisition of art (note 8) 897,974 - 897,974 1,559,668 - 1,559,668
Museum programs 21,201,312 — 21,201,312 14,794,047 - 14,794,047
PAM CUT programs 3,699,253 - 3,699,253 3,205,698 - 3,205,698
Venice Biennale 294,704 - 294,704 2,792,513 - 2,792,513
Total program activities 26,093,243 - 26,093,243 22,351,926 - 22,351,926
Supporting activities:
Management and general 3,958,121 . 3,958,121 3,234,545 - 3,234,545
Membership and development 3,803,638 - 3,803,638 4,279,583 - 4,279,583
Total supporting activities 7,761,759 - 7,761,759 7,514,128 - 7,514,128
Total expenses 33,855,002 - 33,855,002 29,866,054 - 29,866,054
Net change in net assets 91,035,997 (79,738,716) 11,297,281 (874,415) 12,193,279 11,318,864
Net assets at beginning of year 60,070,716 169,523,060 229,593,776 60,945,131 157,329,781 218,274,912
Net assets at end of year $ 151,106,713 89,784,344 240,891,057 60,070,716 169,523,060 229,593,776

See accompanying notes to consolidated financial statements.



PORTLAND ART MUSEUM

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2026

Supporting services

Program services

Manage- Membership

Acquisition Museum PAM Venice ment and and develop-
of art programs CuUT Biennale Subtotal general ment Total
Salaries and related costs $ - 9,968,971 1,340,777 14,222 11,323,970 2,437,683 2,346,621 16,108,274
Services and professional fees - 1,236,990 780,783 180,148 2,197,921 649,132 631,757 3,478,810
Exhibition installation - 851,562 212,577 14,482 1,078,621 - - 1,078,621
Acquisition of art 897,974 - - - 897,974 - - 897,974
Occupancy - 1,517,410 418,327 - 1935737 278,158 26,224 2,240,119
Merchandise - 487,964 133,663 - 621,627 - - 621,627
Travel and events - 720,684 140,482 64,615 925,781 40,429 369,350 1,335,560
Printing, publications,
and advertising - 569,368 204,514 10,053 783,935 37,347 108,269 929,551
Equipment and supplies - 806,904 128,080 5,454 940,438 143,034 45342 1,128,814
Merchant and bank fees - 154,119 56,209 - 210,328 278,895 121,004 610,227
Depreciation and amortization - 3,217,782 123,761 - 3,341,543 701,312 82,507 4,125,362
Interest expense — 786,498 30,250 - 816,748 171,416 20,167 1,008,331
Other - 61,882 129,830 5,730 197,442 41,893 52,397 291,732

Total expenses before allocation
of exhibition overhead costs 897,974 20,380,134 3,699,253 294,704 25,272,065 4,779,299 3,803,638 33,855,002

Allocation of exhibition
overhead costs - 821,178 - - 821,178 (821,178) - -

Total expenses $ 897,974 21,201,312 3,699,253 294,704 26,093,243 3,958,121 3,803,638 33,855,002

See accompanying notes to consolidated financial statements.



PORTLAND ART MUSEUM

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES, CONTINUEL

YEAR ENDED JUNE 30, 2025

Program services

Supporting services

Manage- Membership

Acquisition Museum PAM Venice ment and and develop-
of art programs CuUT Biennale Subtotal general ment Total

Salaries and related costs $ 8,337,654 1,160,741 20,000 9,518,395 2,277,177 2,519,623 14,315,195
Services and professional fees 862,260 488,258 1,896,470 3,246,988 302,616 1,145,795 4,695,399
Exhibition installation - 771,099 150,527 67,284 988,910 - - 988,910
Acquisition of art 1,559,668 — - - 1,559,668 - - 1,559,668
Occupancy 1,275,559 431,573 - 1,707,132 331,426 14,089 2,052,647
Merchandise 498,397 27,118 - 525,515 - - 525,515
Travel and events 313,071 292,357 567,691 1,173,119 24,492 201,934 1,399,545
Printing, publications,

and advertising 361,408 178,307 63,616 603,331 37,443 202,092 842,866
Equipment and supplies 490,841 66,174 162,005 719,020 106,804 45,406 871,230
Merchant and bank fees 174,843 45,280 10,680 230,803 146,845 43,925 421,573
Depreciation and amortization 1,283,311 93,995 - 1,377,306 413,971 21,345 1,812,622
Other 19,192 271,368 4,767 295,327 183 85,374 380,884
Total expenses before allocation

of exhibition overhead costs 1,559,668 14,387,635 3,205,698 2,792,513 21,945,514 3,640,957 4,279,583 29,866,054
Allocation of exhibition

overhead costs - 406,412 - - 406,412 (406,412) - -
Total expenses $ 1,559,668 14,794,047 3,205,698 2,792,513 22,351,926 3,234,545 4,279,583 29,866,054

See accompanying notes to consolidated financial statements.
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PORTLAND ART MUSEUM

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2026 AND 2025

2026 2025
Cash flows from operating activities:
Changes in net assets $ 11,297,281 11,318,864
Adjustments to reconcile the changes in net assets to
the net changes in cash from operating activities:
Depreciation and amortization 4,125,362 1,812,622
Donated capital assets (174,738) -
Net change in the fair value of investments (12,810,901) (7,659,378)
Acquisition of art, net of proceeds
from deaccession (note 8) 874,931 1,370,955
Proceeds from contributions restricted
for long-term investment (1,503,821) (850,795)
Proceeds from contributions restricted
for capital acquisition (11,434,019) (13,748,924)
Net change in split-interest agreements (note 6) (191,785) (57,574)
Amortization of right-of-use assets — operating leases 372,357 358,326
Amortization of debt issuance costs 40,144 26,992
Net changes in:
Accounts receivable 41,309 41,911
Contributions receivable 3,610,113 3,177,780
Inventories and prepayments (903) (860)
Accounts payable and accrued expenses 209,780 (792,875)
Accrued payroll and related expenses (306,574) 446,697
Deferred revenues 567,128 27,325
Lease obligation — operating leases (368,843) (347,742)
Other liabilities 9,421 26,949
Net change in cash from operating activities (5,643,758) (4,849,727)
Cash flows from investing activities:
Proceeds from the sale of investments 19,375,482 45,729,156
Purchases of investments (17,826,561) (29,476,128)
Reinvestment of investment income (1,212,259) (1,173,556)
Acquisition of property and equipment (including
capitalized interest of $145,125 in 2026 and $247,461 in 2025) (15,961,177) (33,740,867)
Acquisition of art (note 8) (897,974) (1,559,668)
Proceeds from the deaccession of work of art (note 8) 23,043 188,713
Net change in cash from investing activities (16,499,446) (20,032,350)
Cash flows from financing activities:
Proceeds from contributions
restricted for long-term investment 1,503,821 850,795
Proceeds from contributions
restricted for capital acquisition 11,434,019 13,748,924
Proceeds received from issuance of debt (note 10) 11,009,000 12,212,852
Debt repayments (4,389,600) -
Debt issuance costs (note 10) (16,617) (170,951)
Net change in cash from financing activities 19,540,623 26,641,620
Continued
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PORTLAND ART MUSEUM

CONSOLIDATED STATEMENTS OF CASH FLOWS, CONTINUED

YEARS ENDED JUNE 30, 2026 AND 2025

2026 2025

Net change in cash, cash equivalents, and restricted cash (2,602,581) 1,759,543
Cash, cash equivalents, and restricted cash at beginning of year 11,582,385 9,822,842
Cash, cash equivalents, and restricted cash at end of year 8,979,804 11,582,385
Reconciliation to the consolidated statement of financial position:
Cash and cash equivalents 4,070,345 5,755,647
Restricted cash 4,909,459 5,826,738
Cash, cash equivalents, and restricted cash 8,979,804 11,582,385
Supplemental disclosures of cash flow information:
Change in construction payable (7,116,679) 174,415
Cash paid for amounts included in the measurement of lease obligations:

Operating cash flows from operating leases (546,933) (539,864)
Cash paid for interest (972,827) -

See accompanying notes to consolidated financial statements.
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PORTLAND ART MUSEUM

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2026 AND 2025

Organization

The Portland Art Museum (“the Museum”) was
incorporated as an educational, nonprofit organi-
zation in 1892. The mission of the Museum is to
engage the public with art and film of enduring
quality, to facilitate dialogue with diverse audi-
ences, and to collect, preserve, and educate for the
enrichment of present and future generations.

More than 55,500 works of art comprise the Mu-
seum’s collections, including works of European
painting and sculpture, American painting and
sculpture, silver, Asian art, Native American art,
Pre-Columbian art, Cameroon and other African
art, contemporary art, sculpture, prints and draw-
ings, photography, and film.

These financial statements present the operations
of the Portland Art Museum and the Center for
an Untold Tomorrow (“PAM CUT”), a regional
media arts organization founded in 1971 with the
mission of advancing film and video as a means of
personal expression.

Through each component, the Museum presents
the community with a diverse program of visual
and media art education, exhibitions, collections,
outreach, and artist service programs.

The Portland Art Museum and SITE Santa Fe,
presented Jeffrey Gibson: the space in which to
place me as the representative for the United
States at the 60th Venice Biennale, on view April
20 through November 24, 2024. During the year
ended June 30, 2026, the program extended be-
yond Venice through an ambitious Education Ini-
tiative with the goal of transforming how Native
American art and cultures are taught in class-
rooms nationwide.

Summary of Significant Accounting
Policies

The significant accounting policies followed by
the Museum are described below to enhance the
usefulness of the financial statements to the read-
er.

Basis of Accounting — The accompanying con-
solidated financial statements (collectively, “the
financial statements”) have been prepared on the
accrual basis of accounting in accordance with
accounting principles generally accepted in the
United States.

Principles of Consolidation — The accompanying
financial statements include all accounts and ac-
tivities of the Museum and R2464 Lots, LLC, a
single-member limited liability company estab-
lished in May 2019, for which the Museum serves
as the sole member. All significant intercompany
investments, accounts, and transactions between
these entities have been eliminated.

Basis of Presentation — Net assets, revenues,
gains and losses are presented based on the exist-
ence or absence of donor-imposed restrictions.
Accordingly, the net assets of the Museum and
changes therein are classified and reported as
follows:

e Net assets without donor restrictions — Net as-
sets available for use in general operations and
not subject to donor-imposed stipulations. The
Museum’s Board of Trustees has designated a
portion of these net assets for particular pur-
poses and objectives. See note 11.
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e Net assets with donor restrictions — Net assets
subject to donor-imposed stipulations that will
be met either by actions of the Museum and/or
the passage of time. These balances represent
the unexpended portion of donor-restricted
contributions and investment return to be used
for specific programs and activities as directed
by the donor.

The balances also include net assets subject to
donor-imposed stipulations that they be main-
tained permanently by the Museum (e.g. en-
dowment funds). Donors of these assets also
specify whether the Museum may use all or
part of the income earned on related invest-
ments for general or specific purposes.

Expenses are reported as decreases in net assets
without donor restrictions. Gains and losses on
investments and other assets or liabilities are also
reported as changes in net assets without donor
restrictions, unless their use is restricted by explic-
it donor stipulation or by law. Expirations of do-
nor-imposed restrictions on net assets (i.e., the
donor-stipulated purpose has been fulfilled and/or
the stipulated time period has elapsed) are report-
ed as net assets released from restrictions.

Use of Estimates — The preparation of financial
statements in conformity with generally accepted
accounting principles requires that management
make estimates and assumptions that affect the
reported amounts of assets and liabilities, the dis-
closure of contingent assets and liabilities at the
date of the financial statements, and the reported
amounts of revenues and expenses during the re-
porting period. Actual results could differ from
those estimates. In the opinion of management,
such differences, if any, would not be significant.

Change in Accounting Estimate — During the
year ended June 30, 2026, the Museum revised the
estimated useful lives of certain capital assets.
This change was made to more accurately capture
and report what management believes is the true
economic utility of its long-term investment in
capital assets. This change has been accounted
for as a change in accounting estimate in accord-
ance with Accounting Standards Codification
(“ASC”) Topic 250, Accounting Changes and Er-
ror Corrections. The effect of the change was
recognized prospectively beginning July 1, 2025,
and accordingly, prior period information has not
been restated.

As a result of this change in estimate, depreciation
expense for the year ended June 30, 2026, de-
creased by approximately $236,000, and the
change in net assets without donor restrictions in-
creased by approximately $236,000.

Cash Equivalents — For purposes of the financial
statements, the Museum considers all liquid in-
vestments having initial maturities of three
months or less to be cash equivalents. Cash and
cash equivalents held as part of the Museum’s in-
vestment portfolio, and where management’s in-
tention is to use the cash to acquire investments or
capital assets to be held long-term, are classified
as investments.

Short-Term Investments — For purposes of the
financial statements, the Museum considers all
investments with initial maturities greater than
three months, which are intended by management
to be available to fund operations, to be short-
term investments. Short-term investments are
measured at fair value on a recurring basis using
quoted prices for identical assets (i.e., Level 1 of
the fair value hierarchy) and are comprised of
corporate bonds and government notes.

Investments — Investments in marketable securi-
ties with readily determinable fair values and all
investments in debt securities are carried at their
fair value in the consolidated statement of finan-
cial position. Whenever available, quotations
from organized securities exchanges are used as
the basis for fair value.



For investments not traded on organized ex-
changes, fair value estimates are provided by in-
vestment managers. For applicable investments,
manager-reported net asset value (“NAV?) is used
as a practical expedient to estimate fair value.
Valuations provided by fund managers consider
variables such as the financial performance and
sales of underlying investments and other perti-
nent information. The Museum reviews valua-
tions and assumptions provided by fund managers
for reasonableness and believes that the carrying
amounts of these financial instruments are rea-
sonable estimates of fair value.

Net investment return and net change in the fair
value of investments are reported net of invest-
ment fees in the consolidated statement of activi-
ties.

The Museum has some exposure to investment
risks, including interest rate, market, and credit
risks, for both marketable and non-marketable
securities. Due to the level of risk exposure, it is
possible that near-term valuation changes for in-
vestment securities may occur to an extent that
could materially affect the amounts reported in
the accompanying financial statements.

Measurement of Contributions Receivable —
The Museum has adopted fair value as the initial
and ongoing measurement for contributions re-
ceivable. Contributions due in more than one
year are reported at their discounted present val-
ue, using adjusted discount rates. The Museum’s
discount rate assumptions are revised at each
measurement date to reflect current market condi-
tions.

Amortization of the discount is recorded as addi-
tional contribution revenue in subsequent years in
the appropriate net asset class.

Inventories — Inventories consist primarily of ed-
ucational materials and other items held for sale
in the Museum store, which are carried at the
lower of cost or fair value. Cost is determined us-
ing the average cost method.

Capital Assets and Depreciation — Acquisitions
of property and equipment over $5,000 are capi-
talized and reported at cost when purchased, and
initially at fair value when acquired by gift. In-
terest in connection with the construction of ma-
jor facilities is capitalized, until such time as the
facilities become operational. The capitalized
interest is recorded as a part of the asset to
which it relates and is amortized over the asset’s
estimated useful life. Depreciation is provided
on a straight-line basis over the estimated useful
lives of the respective assets, which is forty years
for buildings and between five and twenty-five
years for furniture, equipment, and leasehold
improvements, or the term of the lease, if short-
er.

Split-Interest Agreements — The Museum is the
recipient of various split-interest agreements as
follows:

e Perpetual Trusts — The Museum has been
named the beneficiary of various perpetual
trusts, arrangements in which a donor estab-
lishes and funds a perpetual trust that is admin-
istered by a third-party trustee. Under the
terms of the trusts, the Museum has the irrevo-
cable right to receive the income earned on the
trust assets in perpetuity, but never receives the
assets held in trust. Annual distributions from
the trusts are reported as investment income.

o Charitable Remainder Trusts — The Museum is
the ultimate beneficiary of various charitable
remainder trusts, where a third party has the
right to receive income from the trust during
his or her lifetime and the Museum is entitled
to a share of the remaining assets after his or

her death.

o Charitable Gift Annuities — The Museum has
various charitable gift annuity agreements with
donors. Under the agreements, the Museum is
required to pay a guaranteed amount (annuity)
for the lifetime of the donor or designated ben-
eficiary. The Museum is entitled to the remain-
ing assets after his or her death.
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The Museum’s interest in each of the above split
interest agreements is based on either the fair
market value of the underlying assets (Perpetual
Trusts) or the present value of the amount the
amount the Museum expects to receive once it be-
comes entitled to the remaining assets (Charitable
Remainder Trust and Charitable Gift Annuities).
See note 6.

Right-of-Use Assets and Lease Obligations —
The Museum recognizes a right-of-use asset and a
lease liability, initially measured at the present
value of the lease payments for operating leases
not classified as short-term leases. The obliga-
tions associated with the leases are recognized as
a liability based on the discounted future lease
payments using the risk-free rate of return. The
Museum includes fixed rent, predetermined rent
escalations, rent-free periods, and deferred rent as
lease components. Lease expense for lease pay-
ments is recognized on a straight-line basis over
the term of the lease. Some leases may require
variable payments for taxes, and operating ex-
penses which are expensed as incurred.

Museum Collections — The collections are main-
tained for public exhibition, education, and re-
search in the furtherance of public service, rather
than for financial gain. The Museum’s collec-
tions, acquired through purchase and donation,
are not recognized as assets in the accompanying
financial statements. Purchases of collection
items are recorded in the year in which the items
were acquired as decreases in net assets with do-
nor restrictions or without donor restrictions, de-
pending on the source of the assets used to pur-
chase the items and whether those assets were re-
stricted by donors. Contributed collection items
are not reflected in the financial statements.

Accessions and deaccessions are approved by the
Museum’s Collections Committee. Pursuant to
Museum policy, proceeds from the sale of art and
related insurance settlements are recorded as net
assets with donor restrictions for the acquisition
of works of art and are not available for the direct
care of the existing collection.

Revenue Recognition — With regard to revenues
from grants and contracts, the Museum evaluates
whether each transfer of assets is (1) an exchange
(reciprocal) transaction in which a resource pro-
vider receives commensurate value in return for
the assets transferred, or (2) a nonreciprocal
transfer (a contribution or a grant), where no val-
ue is exchanged.

In accordance with the above principles, the Mu-
seum has adopted the following additional specif-
ic revenue recognition policies:

e The Museum is the beneficiary under various
wills and trust agreements, the total realizable
amounts of which are not presently determina-
ble. The Museum’s share of such bequests is
recorded when the probate courts declare the
testamentary instrument valid and the proceeds
are measurable.

e Admissions, tuition and fees, rental income,
and museum store sales are recognized at a
point in time, as the services are provided or
goods delivered. As a result, any revenues as-
sociated with advance ticket sales, tuition and
fees, and rent deposits received for future fiscal
years are reported as deferred revenues until
earned. See note 9.

e The Museum offers memberships in a variety
of categories. Membership proceeds are allo-
cated between a contribution portion, which is
recognized immediately, and an exchange por-
tion, which is recognized ratably over the
membership term (typically one year). See note
9.

Contributions — Contributions, which include un-
conditional promises to give (pledges), are recog-
nized as revenues in the period the donor’s com-
mitment is received. Conditional promises to give
are not recognized until they become uncondi-
tional, that is, when the conditions on which they
depend are substantially met. Contributions of as-
sets other than cash are recorded at their estimated
fair value.



Contributions and grants received with donor
stipulations that limit the use of the donated assets
are reported as net assets with donor restrictions.

Contributions and grants receivable are reported
net of an allowance for estimated uncollectible
promises. Promises to give are written off when
deemed uncollectible.

When a donor restriction expires, that is, when a
time restriction ends or a purpose restriction is
fulfilled, net assets with donor restrictions are re-
classified to net assets without donor restrictions
and reported in the consolidated statement of ac-
tivities as net assets released from restrictions.

Contributions of cash or other assets restricted to
the acquisition of capital assets with such donor
stipulations are reported as net assets with donor
restrictions; the restrictions are considered to be
released at the time the asset is placed in service.

In-Kind Contributions — The Museum receives
contributed services from a large number of vol-
unteers who assist in fundraising and other ef-
forts. In accordance with generally accepted ac-
counting principles, the value of such services,
which the Museum considers generally not practi-
cable to estimate, have not been recognized in the
accompanying financial statements. Significant
services received, which create or enhance a non-
financial asset or require specialized skills that the
Museum would have purchased if not donated,
are recognized in the accompanying financial
statements.

In-kind contributions of equipment and other
supplies are recorded where there is an objective
basis upon which to value these contributions and
where the contributions are an essential part of
the Museum’s activities.

Allocation of Expenses — The costs of providing
the various programs and other activities of the
Museum have been summarized on a functional
basis in the consolidated statements of activities.
Accordingly, certain costs have been allocated
among the programs and supporting services ben-
efited. Natural expenses attributable to more
than one functional expense category are allocat-
ed using a variety of cost allocation techniques,
such as square footage, headcount, or percentage
of time and effort, as appropriate.

Exhibition Costs — All unamortized costs directly
related to the development and installation of on-
going and future exhibitions are included in pre-
payments in the accompanying consolidated
statement of financial position when the Museum
can reliably demonstrate that there is a future
economic benefit associated with these costs. The
costs are expensed over their useful lives, which,
is generally the period over which the exhibition
is held. Such costs are expensed immediately
when there is insufficient evidence that the costs
are recoverable.

Exhibition-related costs totaled approximately
$3,486,600 and $1,931,400 for the years ended
June 30, 2026 and 20235, respectively. Exhibition-
related costs vary significantly from year to year,
depending on the number and size of exhibitions

held.

Advertising and Marketing Expenses — Adver-
tising and marketing costs are expensed as in-
curred. Advertising and marketing expenses were
approximately $648,400 and $602,100 for the
years ended June 30, 2026 and 2025, respectively.

Concentrations of Credit Risk — The Museum’s
financial instruments consist primarily of cash
equivalents, short-term investments, and invest-
ments, which may subject the organization to
concentrations of credit risk as, from time to time,
for example, cash balances may exceed amounts
insured by the Federal Deposit Insurance Corpo-
ration (“FDIC”) and the Securities Investor Pro-
tection Corporation (“SIPC”).

All checking and savings accounts, money market
deposit accounts, and certificates of deposit are
insured by the FDIC or the SIPC for up to
$250,000 for each depositor, for each insured
bank and broker, for each account ownership cat-
egory. SIPC protection does not protect against a
decline in the value of securities. At June 30, 2026
and 2025, the Museum held approximately $7.84
million and $9.55 million, respectively, in cash
balances in excess of FDIC/SIPC-insured levels.
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Moreover, the market value of securities is de-
pendent on the ability of the issuer to honor its
contractual commitments, and the investments
are subject to changes in market values. Man-
agement believes that risk with respect to these
balances is minimal, due to the high credit quality
of the institutions used.

Finally, certain receivables may also, from time to
time, subject the Museum to concentrations of
credit risk. To minimize its exposure to signifi-
cant losses from customer or donor insolvencies,
the Museum’s management evaluates the financial
condition of its customers and donors, and moni-
tors concentrations of credit risk arising from
similar geographic regions, activities, or economic
characteristics. When necessary, receivables are
reported net of an allowance for uncollectible ac-
counts.

Income Taxes — The Museum is a public charity
exempt from federal and state income taxes under
Section 501(c)(3) of the Internal Revenue Code
and comparable state law.

R2464 Lots, LLC, as a single-member, limited lia-
bility company controlled by the Museum, is con-
sidered a disregarded entity for tax purposes.

Some of the Museum’s earned revenue activities
are not directly related to its public charity status
and are subject to unrelated business income tax.
The Museum has adopted the recognition re-
quirements for uncertain income tax positions, as
required by generally accepted accounting princi-
ples. The Museum has analyzed the tax positions
taken in its filings with the Internal Revenue Ser-
vice and state jurisdictions where it operates. The
Museum believes that its income tax filing posi-
tions will be sustained upon examination and
does not anticipate any adjustments that would
result in a material adverse effect on the organiza-
tion’s financial condition, results of operations, or
cash flows. Accordingly, the Museum has record-
ed neither reserves nor accruals for interest and
penalties for uncertain income tax positions at the
Museum.

Conflict-of-Interest Policies — The Museum has
established a conflict-of-interest policy whereby
Board and committee members must advise the
Board of Trustees of any direct or indirect interest
in any transaction or relationship with the Muse-
um, and not participate in discussions and deci-
sions regarding any action affecting their individ-
ual, professional, or business interests.

Subsequent Events — Subsequent events have
been evaluated by management through October
12, 2026, which is the date the financial state-
ments were available to be issued.

Reclassification of Comparative Totals — Cer-
tain 2025 amounts presented herein have been re-
classified to conform to the 2026 presentation.

Contributions Receivable

Contributions receivable at June 30, 2026 and
2025 are summarized as follows:

2026 2025
Donor-restricted
endowments $ 1,694,426 1,145,117
Rothko Pavilion (note 10) 8,612,092 13,338,082
Museum operations
and programs 1,335,138 1,282,668
11,641,656 15,765,867
Less discount ! (367,996)  (608,764)
Less allowance for
doubtful collection (481,784) (755,114)
$ 10,791,876 14,401,989

! Unconditional promises to give which are due in more than one
year are reflected at the present value of estimated future cash
flows using discount rates of 4.20% in 2026, and 3.89% in 2025.

Amounts due at June 30, 2026 and 2025 are as
follows:

2026 2025
Unconditional promises
expected to be collected in:
Less than one year $ 5,793,041 6,441,219
One year to five years 5,819,255 9,274,648
Greater than five years 29,360 50,000
$ 11,641,656 15,765,867




Changes in the fair value of contributions receiv-
able are as follows:

2026 2025

Fair value at beginning

of year $ 14,401,989 17,579,319
Receipt of new

contributions receivable 10,111,014 11,388,899
Collection of contributions

receivable (14,235,225)  (15,037,434)
Change in discount 240,768 328,054
Change in allowance 273,330 143,151
Net changes (3,610,113) (3,177,330)
Fair value at end of year  $ 10,791,876 14,401,989

Conditional Contributions

As of June 30, 2026, the Museum has been award-
ed a $3,000,000 multi-year grant from a founda-
tion, which is subject to annual approval from the
foundation’s Board.

Inventories and Prepayments

At June 30, 2026 and 2025, the Museum’s inven-
tories and prepayments are summarized as fol-

lows:
2026 2025
Museum store inventory ~ $ 264,588 90,558
Prepaid exhibition
expenses 271,684 511,064
Other prepayments 262,309 196,056
$ 798,581 797,678

Investments and Investment Return

Investments carried at fair value as of June 30,
2026 and 2025 comprise the following:

2026 2025
Equity mutual funds $ 57,483,248 51,325,292
Fixed income
mutual funds (note 10) 14,743,900 12,448,147
Corporate bonds and
notes — 206,776
Real return mutual funds 1,980,587 3,512,282
Interests in private
equity partnerships 22,291,107 17,104,966
96,498,842 84,597 463
Cash and cash equivalents 70,521 46,844
$ 96,569,363 84,644,307

Total investment return for the year ended June
30, 2026 is summarized as follows:

Without
donor  With donor
restrictions restrictions Total
Interest and
dividend
income, net $ 359,805 1,081,321 1,441,126
Net change in
the fair value
of investments 1,429,946 11,380,955 12,810,901
Net return on
split-interest
agreements - 213,368 213,368
$ 1,789,751 12,675,644 14,465,395

Total investment return for the year ended June
30, 2025 is summarized as follows:

Without
donor  With donor
restrictions restrictions Total
Interest and
dividend
income, net $ 459,451 1,029,805 1,489,256
Net change in
the fair value
of investments 863,100 6,796,278 7,659,378
Net return on
split-interest
agreements — 57,574 57,574
$ 1,322,551 7,883,657 9,206,208
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Split-Interest Agreements

A summary of the Museum’s split-interest agree-
ments at June 30, 2026 and 2025 is as follows:

2026 2025

Perpetual trusts $ 1,244,776 1,137,685

Charitable remainder trusts 409,580 354,352

Charitable gift annuities 256,914 230,212
Other split-interest

agreements 85,328 82,564

$ 1,99,598 1,804,813

The changes in the Museum’s split-interest
agreements for the years ended June 30, 2026 and
2025 are summarized as follows:

2026 2025

Fair value at
beginning of year $ 1,804,813 1,698,120
Contributions — 49,119
Net change in fair value ! 191,785 57,574

Fair value at end of year $ 1,996,598 1,804,813

! The net change in fair value reported is net of distributions of
$52,500 received from these trusts during each of the years
ended June 30, 2026 and 2025.

Property and Equipment

A summary of property and equipment at June
30, 2026 and 2025 is as follows:

2026 2025
Land and land
improvements $ 3,675,097 3,565,225
Building and
improvements 169,587,732 72,133,603
Furniture and equipment 9,527,245 9,629,237
Leasehold improvements 1,803,079 1,837,534
Construction-in-progress 353,279 90,271,176

184,946,432 177,436,775
Less accumulated
depreciation and

amortization (47,117,066)  (44,501,283)

Museum Collections

During the years ended June 30, 2026 and 2025,
the Museum acquired works of art for a total cost
of $897,974 and $1,559,668, respectively. During
these same periods, the Museum accepted dona-
tions of art with an estimated value of approxi-
mately $13,073,000 and $6,817,000, respectively.

Sixty-two works of art were deaccessioned during
the year ended June 30, 2026. The deaccessioned
works of art were sold at auction for a total of
$23,043.

Fifty-two works of art were deaccessioned during
the year ended June 30, 2025. The deaccessioned
works of art were sold at auction for a total of
$188,713.

Revenues from Contracts with Customers
and Deferred Revenues

For revenue from contracts with customers, the
timing of revenue recognition, billings and cash
collections may result in billed accounts receiva-
ble (contract assets) and customer advances and
deposits (contract liabilities) on the consolidated
statements of financial position. See note 2 for
additional information concerning revenue recog-
nition.

The contract assets at June 30, 2026, 2025, and
2024 are all for revenues recognized at a point in
time.

The beginning and ending contract liability bal-
ances are as follows for the years ended June 30,
2026 and 2025:

2026 2025 2024

Point in time:
Rental events $ 231,329 254,572 174,474
Other earned
income 139,592 95,688 81,144
Over time:
Memberships 1,512,604 966,137 1,029,937

$137,829,366 132,935,492

$ 1,883,525 1,316,397 1,285,555




10. Note Payable

During the year ended June 30, 2025, the Museum
obtained a 5-year non-revolving line of credit (the
Line) with a limit of $22 million, to be used for
bridge financing associated with construction of
the Rothko Pavilion. During the year ended June
30, 2026, the maximum value of the Line was in-
creased to $25 million. As of June 30, 2026,
$1,778,148 is still available to be drawn on the
Line.

The Line has an interest rate of SOFR (Secured
Overnight Financing Rate) plus 1.85%. The Mu-
seum is required to meet certain adjusted change
in net assets targets. The Museum was in compli-
ance with these requirements at June 30, 2026.

As of June 30, 2026, the Museum had a balance
outstanding of $18,832,252 on the Line. Principal
is payable on a semi-annual basis, commencing on
December 31, 2025, and continuing on the last
day of each June and December thereafter until
June 30, 2029 (the Maturity Date).

Principal repayments are expected to be as fol-
lows for the years ending June 30:

Years ending June 30,

2027 $ 5,514,400
2028 3,589,400
2029 9,728,452
Total principal repayments 18,832,252
Less loan issuance costs ' (120,432)

$ 18,711,820

' Loan issuance costs associated with this note payable totaling
$187,568 have been recorded at cost and are being amortized
over the 5-year period during which the loan is outstanding.
Accumulated amortization at June 30, 2026 totaled $67,136.

Interests expenses incurred during the year ended
June 30, 2026 totaled $1,153,456, of which
$145,125 have been capitalized.

Interests expenses incurred during the year ended
June 30, 2025 totaling $247,461 have been capital-
ized.

The Line is secured by:

e An assignment of all current and future pledges
associated with the Rothko Pavilion (see note
3)s

o Certain real properties with a carrying value of
approximately $15.6 million (see notes 7 and
16);

e Assignment of all rental income generated by
the parking lot sublease (see note 17);

e Fixed income securities with a fair value of ap-
proximately $8.35 million (see note 11); and

e Restricted cash.

Restricted cash on the consolidated statements of

financial position represents amounts required to

be held on deposit with the lender to service inter-
est payments and cover future operating expenses.
A summary of the restricted cash at June 30, 2026
is as follows:

Future operating reserve account $ 3,000,143
Interest reserve account 1,909,316
$ 4,909,459

At June 30, 2026, these funds are held in money
market deposit accounts.
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Net Assets Designated by the Board of
Trustees

At June 30, 2026 and 2025, the following net as-
sets without donor-imposed restrictions have been
designated by the Board of Trustees for the fol-
lowing purposes:

Endowment restricted for
the following purposes:

2026 2025
Board-designated endow-
ment funds held for:
Long-term
investment ! $ 8,943,035 8,354,623
Capital expenditures 274,000 284,000
Specific operating
expenses 350,000 256,000
Total Board designated
endowment funds
(note 13) $ 9,567,035 8,894,623

Funded staff positions 22,392,954 19,414,458
Access and education 10,509,022 9,320,816
Museum operations 8,954,535 7,942,091
Exhibitions 10,825,376 9,403,811
Programs 7,675,176 6,178,924
Acquisition of
works of art 5,157,955 4,668,589
65,515,018 56,928,689
Endowment unrestricted
as to purpose 15,581,731 13,314,113
Total endowment (note 13) 81,096,749 70,242,802
Other donor-restricted
net assets:
Beneficial interest
in perpetual
trusts (note 6) 1,244,776 1,137,685

! $8.35 million serves as guarantee on the line of credit. See
note 10.

Net Assets with Donor Restrictions

The following summarizes the Museum’s net as-
sets with donor-imposed restrictions as of June
30, 2026 and 2025:

Total net assets with

donor restrictions $ 89,784,344 169,523,060

Net Assets Released from Donor Restrictions

For the years ended June 30, 2026 and 2025, re-
leases from restrictions were as follows:

2026 2025
Expendable net assets restricted
for the following purposes:
Acquisition of
works of art $ 713,775 1,181,074
Specific operating
expenses 5,837,034 7,110,200
Capital expenditures - 1,168,480
Rothko Pavilion - 10,202,974
Venice Biennale 60,026 354,729

6,610,835 20,017,457
Expendable net assets
unrestricted as to purpose,

2026 2025
Net assets released for the
following purposes:
Acquisition of
works of art $ 854,812 1,496,399
Specific operating
expenses 9,842,343 8,351,361
Rothko Pavilion
campaign 1,620,785 1,277,698
Venice Biennale 294,703 2,792,512
12,612,643 13,917,970
Capital assets placed in
service:
Rothko Pavilion 93,963,939 -
Whitsell Auditorium
renovation 1,168,480 —
95,132,419 -

Total net assets released

from restriction $ 107,745,062 13,917,970

but restricted as to time 564,484 489,211
Capital assets not yet placed
in service:
Rothko Pavilion — 77,635,905
Other 267,500 —
7,442,819 98,142,573




13. Endowment

The Museum’s endowment includes both donor-restricted endowment funds and funds without donor re-
strictions designated by the Board of Trustees to function as endowment (quasi-endowment). As required by
generally accepted accounting principles, net assets associated with endowment, including funds designated
by the Board of Trustees to function as endowment, are classified and reported based on the existence or ab-
sence of donor-imposed restrictions.

The following summarizes the Museum’s endowment-related activities for the year ended June 30, 2026:

With donor restrictions

Accumulated Without Total
Underwater endowment Endowment donor endow-
endowment return principal Total restrictions ment
Endowment net assets
at beginning of year $ - 15,605,196 54,637,606 70,242,802 8,894,623 79,137,425
Contributions and bequests - - 2,412,538 2,412,538 660,481 3,073,019
Investment return - 12,007,756 (2,441) 12,005,315 1,554,477 13,559,792
Appropriation of endowment
assets for expenditure - (3,563,906) - (3,563,906)  (1,542,546)  (5,106,452)
Endowment net assets
at end of year $ - 24,049,046 57,047,703 81,096,749 9,567,035 90,663,784

The following summarizes the Museum’s endowment-related activities for the year ended June 30, 2025:

With donor restrictions

Accumulated Without Total
Underwater endowment Endowment donor endow-
endowment return principal Total restrictions ment
Endowment net assets
at beginning of year $ (254,661) 11,648,259 53,869,374 65,262,972 8,378,946 73,641,918
Contributions and bequests - - 1,271,601 1,271,601 661,848 1,933,449
Transfer of endowment fund ! - - (500,000) (500,000) - (500,000)
Investment return 254,661 7,312,887 (3,369) 7,564,179 982,071 8,546,250
Appropriation of endowment
assets for expenditure - (3,355,950) - (3,355,950)  (1,128,242)  (4,484,192)
Endowment net assets
at end of year $ - 15,605,196 54,637,606 70,242,802 8,894,623 79,137,425

! During the year ended June 30, 2025, a donor authorized the reallocation of $500,000 from a previously restricted endowment gift to
support the Rothko Pavilion capital campaign. As a result, $500,000 was transferred from the endowment principal.

Appropriation of endowment assets for expenditure encompassed the following for the years ended June 30,
2026 and 2025:

2026 2025
Appropriation of 5.0% spending rate to fund operations $ (4,332,065 (3,770,367)
Utilization of Board-designated endowment to acquire capital assets (774,387) (713,825)
Total appropriation $  (5,106,452)  (4,484,192)
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Interpretation of Relevant Law — The Uniform
Prudent Management of Institutional Funds Act
(“UPMIFA”) governs Oregon charitable institutions
with respect to the management, investment and
expenditure of donor-restricted endowment funds.

The Museum’s Board of Trustees has interpreted
Oregon’s adoption of UPMIFA as requiring the
Museum to adopt investment and spending poli-
cies that preserve the fair value of the original gift
as of the date of gift, absent explicit donor stipu-
lations to the contrary. Although the Museum
has a long-term fiduciary duty to the donor (and
to others) for a fund of perpetual duration, the
preservation of the endowment’s purchasing
power is only one of several factors that are con-
sidered in managing and investing these funds.

Furthermore, in accordance with UPMIFA, a por-
tion of the endowment’s original gift may be appro-
priated for expenditure in support of the restricted
purposes of the endowment if this is consistent
with a spending policy that otherwise satisfies the
requisite standard of prudence under UPMIFA.
As a result of this interpretation, the Museum
classifies as endowment principal (1) the original
value of gifts donated to the donor-restricted en-
dowment, (2) subsequent gifts to the endowment,
and (3) accumulations to the endowment made
pursuant to the direction of the applicable donor
gift instrument.

Net earnings (realized and unrealized) on the in-
vestment of endowment assets are classified as ac-
cumulated endowment return until those amounts
are appropriated for expenditure by the Museum in
a manner consistent with the standard of prudence
prescribed by UPMIFA and until expended in a
manner consistent with the purpose or time re-
strictions, if any, imposed by the donor. Any in-
vestment return classified as endowment principal
represents only those amounts required to be re-
tained permanently as a result of explicit donor
stipulations.

In the absence of donor stipulations or law to the
contrary, losses or appropriations of a donor-
restricted endowment reduce accumulated en-
dowment return to the extent that donor-imposed
restrictions on net appreciation of the fund have
not been satisfied before the loss or appropriation
occurs. Any remaining loss or appropriation re-
duces endowment principal.

Endowments with Deficiencies — From time to
time, the fair value of assets associated with indi-
vidual donor-restricted endowments may fall be-
low the level that the donor or UPMIFA requires
the Museum to retain as a fund of perpetual dura-
tion. In addition, the Museum’s Board of Trus-
tees interprets UPMIFA to permit spending from
underwater endowments in accordance with pru-
dent measures required under law, and the organ-
ization has a policy that permits spending from
underwater endowment funds depending on the
degree to which the fund is underwater.

At June 30, 2026 and 2025, the Museum held no
endowment funds with deficiencies.

Investment and Spending Policies — In accord-
ance with UPMIFA, the Museum’s Board of Trus-
tees has adopted investment and spending policies
for endowment assets that attempt to provide a
predictable stream of funding to the programs
and operations supported by its endowment,
while also seeking to maintain the long-term pur-
chasing power of the endowment assets. There-
fore, the Board of Trustees considers the follow-
ing factors in making a determination to appro-
priate or accumulate donor-restricted endowment

funds:

The duration and preservation of the fund;
The purposes of the Museum and the fund;
General economic conditions;

The possible effect of inflation and deflation;
The expected total return from income and the
appreciation of investments;

Other resources of the Museum; and

e The investment policies of the Museum.



14.

To meet its objective, the Museum’s policies limit
the appropriation of endowment assets for ex-
penditure to 5.0% of the market value of such in-
vestments, computed on a thirteen-quarter trailing
average. Actual endowment return earned in ex-
cess of distributions under this policy is reinvested
as part of the Museum’s endowment management.
For years when actual endowment return is less
than distributions under the policy, the short-fall is
covered by realized and unrealized returns from
prior years. If cumulative endowment return is ex-
hausted, any remaining loss or appropriation re-
duces endowment principal. In years when the
overall endowment is underwater, the Board may
permit continued spending from principal in ac-
cordance with its polices for spending from un-
derwater endowments.

INn-Kind Contributions

The Museum is the recipient of various in-kind
contributions of goods and services for which ob-
jective measurement or valuation is available.
These in-kind contributions are reported in the
accompanying financial statements as follows for
the years ended June 30, 2026 and 2025:

2026 2025
Equipment and supplies:
Museum programs $ - 10,613
PAM CUT 5,000 22,180
Fundraising 29,670 5,909
34,670 38,702
Professional services:
Museum programs 117,700 1,100
PAM CUT 253,215 88,774
Fundraising - 675,404
370,915 765,278
Capital assets:
Museum programs 174,738 -
$ 580,323 803,980

Contributed capital assets, equipment and sup-
plies are valued at the estimated price that would
be received for selling similar products in the
United States. Contributed professional services
are valued using current rates for similar services.

15.
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Retirement Plan

The Museum sponsors a defined contribution re-
tirement savings plan established under Section
401(k) of the Internal Revenue Code (the “Plan”).
Employees may make voluntary contributions to
the plan on a pre-tax basis up to the maximum
amount allowed by law. Under the Plan, the Mu-
seum may make discretionary matching contribu-
tions up to a predetermined maximum.

For the years ended June 30, 2026 and 2025, the
Museum matched participating employees’ contri-
butions to the Plan, up to 4% of total annual
compensation. Total Museum contributions to the
Plan for the years ended June 30, 2026 and 2025
were approximately $354,300 and $324,800, respec-
tively.

Real Estate Investments

The Museum’s real estate investments consist of
unimproved land, improved properties, and long-
term ground leases. Because of the inherent un-
certainties of real estate valuation, the Museum’s
real estate investments are carried at cost, or ini-
tially measured at fair value when acquired
through a charitable contribution. No deprecia-
tion is calculated on real estate investments.

To provide for possible future expansion of its fa-
cilities, in November of 2006 the Museum ac-
quired additional parcels of land in the City of
Portland located next to the Museum’s current fa-
cilities. The acquisition included two parcels of
property, one representing the outright purchase
of fee title interest in real property and the second
representing the acquisition of all interest in prop-
erty subject to a 99-year ground lease, together
with various exchange option and extension
agreements. These assets are carried at
$4,837,854 at June 30, 2026 and 2025.

Rent expense associated with this arrangement to-
taled $134,560 and $124,000 for the years ended
June 30, 2026 and 2025, respectively.
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Put and Call Options

As a part of the ground lease agreement on the
second parcel of land, the Museum also acquired
all rights and conditions previously held by the
seller, including various put and call options. For
example, the lessor holds the right to exercise a
put option on the fifth anniversary of the ground
lease and every five years thereafter. This means
that, in accordance with the specific terms of the
agreement, the lessor may require the Museum to
purchase the underlying land at a price to be de-
termined based on an independent appraisal of
the fair market value of the property at that time.
Simultaneously, the Museum has acquired the
right to exercise a call option (or the right to pur-
chase the underlying property) at the end of the
ten-year initial lease period, or on any date there-
after, again, with the price to be determined based
on an independent appraisal of the fair market
value of the property.

Operating Leases

In addition to the 99-year ground lease referred to
in note 16, the Museum leases office and storage
space under non-cancelable operating leases ex-
piring at various dates through November 2032.

As of June 30, 2026, the weighted-average dis-
count rate was 3.24%, and the remaining
weighted average lease term was 56 years.

Future Lease Payments

The following table reconciles the undiscounted
cash flows expected to be paid in each of the next
five years and thereafter to the lease liability rec-
orded on the consolidated statement of financial
position for operating leases existing as of June
30, 2026:

18.

Years ending June 30,

2027 $ 560,846
2028 576,018
2029 543,503
2030 341,421
2031 349,819
Thereafter 8,917,169
Total minimum lease payments 11,288,776

Less present value discount (6,203,389)

$ 5,085,387

Total lease obligations

Rent expense associated with these lease ar-
rangements totaled $703,732, including $153,285
in variable costs, and $692,394, including
$141,947 in variable costs, for the years ended
June 30, 2026 and 2025, respectively.

In addition, the Museum subleases a parking lot
under a single-year lease to an unrelated party.
Annual rental revenues were approximately
$355,000 and $426,000 for the years ended June
30, 2026 and 20235, respectively.

Other Commitments and Contingencies

The Museum has entered into several contracts
regarding future exhibitions. Outstanding com-
mitments under these contracts totaled approxi-
mately $1,173,000 at June 30, 2026. In addition,
the Museum has outstanding commitments relat-
ed to the Rothko Pavilion totaling $287,000 at
June 30, 2026.



19. Liquidity and Availability of Financial
Assets

The Museum manages its financial assets to be
available for general expenditures, liabilities and
other obligations as they come due. Financial as-
sets are considered unavailable when illiquid or
not convertible to cash within one year. Other
limitations include donor restricted endowment
funds, Board designated endowment funds, trust
assets, and donor-restricted funds.

The Museum invests cash in excess of daily re-
quirements in cash and cash equivalents and in-
vestments.

The following table reflects the Museum’s finan-
cial assets as of June 30, 2026 and 2025, reduced
by amounts not available for general expenditures
within one year:

2026 2025

Total financial assets as of
June 30

Less financial assets
not available for
expenditures within

$116,126,283 108,796,983

one year (105,214,242) (98,488,402)
10,912,041 10,308,581

Plus other funds subject to

appropriation or approved

for expenditures in the

next fiscal year 1,274,915 1,019,460
Total financial assets

available within

one year $ 12,186,956 11,328,041

In addition, the Museum holds Board designated
endowment funds for long-term investment total-
ing $8,943,035 at June 30, 2026 ($8,354,623 in
2025). Although the Museum does not intend to
spend from its Board designated endowment other
than amounts appropriated for general expendi-
ture as part of its annual budget approval process,
amounts from its Board designated endowment
could be made available if necessary. However,
the Board designated endowment serves as guar-
antee on its Line (note 11) and both the Board
designated and donor restricted endowments con-
tain investments with lock-up provisions that
would reduce the total investments that could be
made available (see note 21 for additional disclo-
sures about the Museum’s investments).

20. Related-Party Transactions

From time to time, the Museum enters into trans-
actions with individuals or entities that have a re-
lationship to a member of the Board of Trustees.
These transactions are subject to Board review
and approval. In April 2022 a lease was signed
for a theater space in a building in which two
trustees who are family members have a control-
ling interest. After taking independent profession-
al advice and concluding that the lease terms were
at a fair market rent, the lease was approved by
the Executive Committee of the Board. Rent paid
under this lease for the years ended June 30, 2026
and 2025 was approximately $219,800, and
$219,800, respectively. The amount of future
lease commitments is included among the disclo-
sures in note 17.

21. Fair Value Measurements

Included in the accompanying financial statements
are certain financial instruments carried at fair val-
ue. These instruments include:

e Investments
e Contributions receivable
e Split-interest agreements

The fair value of an asset is the amount at which
that asset could be bought or sold in a current
transaction between willing parties, that is, other
than in a forced or liquidation sale; similarly, the
fair value of a liability is the amount at which the
liability could be transferred in a current transac-
tion between willing parties. Fair values are
based on quoted market prices when available.
When market prices are not available, fair value is
generally estimated using discounted cash flow
analyses, incorporating current market inputs for
similar financial instruments with comparable
terms and credit quality.
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All financial assets and liabilities carried at fair ® [evel 2 —Inputs include quoted prices for simi-

value, with the exception of investments measured
at fair value using net asset value as a practical
expedient, have been classified, for disclosure pur-
poses, based on a hierarchy defined under general-
ly accepted accounting principles. The hierarchy
gives the highest ranking to fair values determined

using unadjusted quoted prices in active markets .

for identical assets and liabilities and the lowest
ranking to fair values determined using method-
ologies and models with unobservable inputs, as
follows:

® [evel 1— Values are unadjusted quoted prices
for identical assets and liabilities in active mar-
kets accessible at the measurement date.

lar assets or liabilities in active markets, quoted
prices from those willing to trade in markets
that are not active, or other inputs that are ob-
servable or can be corroborated by market data
for the term of the instrument.

Level 3 — Certain inputs are unobservable (sup-
ported by little or no market activity) and sig-
nificant to the fair value measurement. Unob-
servable inputs reflect the Museum’s best esti-
mate of what hypothetical market participants
would use to determine a transaction price for
the asset or liability at the reporting date.

At June 30, 2026, the following table summarizes the financial assets measured at fair value on a recurring
basis, as well as those assets measured using the net asset value per share as a practical expedient:

Level 1 Level 3 Total

Investments, measured at fair value:
Equity mutual funds $ 57,483,248 - 57,483,248
Fixed income mutual funds 14,743,900 - 14,743,900
Real return mutual funds 1,980,587 - 1,980,587
Total investments, measured at fair value 74,207,735 - 74,207,735
Interests in private equity partnerships, measured at net asset value 22,291,107
Total investments (see note 5) 96,498,842

Contributions receivable (see note 3)

10,791,876 10,791,876

Split-interest agreements (see note 6)

1,996,598 1,996,598

Investments measured at fair value using net asset value as a practical expedient are as follows at June 30,

2026:
Fair value Unfunded Redemption Redemption
at June 30 commitments frequency notice period
Absolute return hedge funds [A] $ 7,832,586 $ none quarterly 70 days
Private equity funds [B] 9,700,310 3,834,109 not allowed n/a
Real estate funds [C] 4,758,211 none quarterly 60 days




At June 30, 2025, the following table summarizes the financial assets measured at fair value on a recurring
basis, as well as those assets measured using the net asset value per share as a practical expedient:

Level 1 Level 3 Total

Investments, measured at fair value:
Equity mutual funds $ 51,325,292 - 51,325,292
Fixed income mutual funds 12,448,147 - 12,448,147
Corporate bonds and notes 206,776 - 206,776
Real return mutual funds 3,512,282 - 3,512,282
Total investments, measured at fair value 67,492,497 - 67,492,497
Interests in private equity partnerships, measured at net asset value 17,104,966
Total investments (see note 5) 84,597,463
Contributions receivable (see note 3) 14,401,989 14,401,989
Split-interest agreements (see note 6) 1,804,813 1,804,813

Investments measured at fair value using net asset value as a practical expedient are as follows at June 30,
2025:

Fair value Unfunded Redemption Redemption
at June 30 commitments frequency notice period
Absolute return hedge funds [A] $ 7,083,215 $ none quarterly 70 days
Private equity funds [B] 5,211,022 3,960,263 not allowed n/a
Real estate funds [C] 4,810,729 none quarterly 60 days

[A] Absolute return hedge funds are considered to be investments in funds of funds. These investments employ a variety of strategies, including absolute re-
turn, diversified arbitrage, investment in distressed securities, and various long/short strategies.

[B] Private equity funds are investments in funds organized as limited partnerships that invest in both venture capital and buyouts.

[C] Real estate fund is an investment in funds organized as a limited partnership that invests primarily in equity real estate investments located in the U.S.
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