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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of The Art Institute of Chicago:

We have audited the statements of financial position of The Art Institute of Chicago (the “Institute”) as of June 30, 2005
and 2004, and the related statements of activities and of cash flows for the years then ended. These financial statements
are the responsibility of the Institute’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Governmental Auditing Standards issued by the Comptroller
General of the United States. 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 Institute’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 13, the accompanying 2004 financial statements have been restated.

In our opinion, such financial statements present fairly, in all material respects, the financial position of the Institute as of
June 30, 2005 and 2004, and the changes in its net assets and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Governmental Auditing Standards, we also have issued a report, dated October 14, 2005, on our
consideration of the Institute’s internal control over financial reporting. The purpose of that report is to describe the
scope of our testing, and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Governmental Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.

. /
@M “ [ewuche LLP
October 14, 2005

Member of
Deloitte Touche Tohmatsu




THE ART INSTITUTE OF CHICAGO

STATEMENTS OF FINANCIAL POSITION
AS OF JUNE 30, 2005 and 2004

(in thousands)
2005 2004, as restated
Assets:
Cash and cash equivalents $ 4,129 $ 2,276
Accounts and investment income receivable 8,651 11,082
Contributions receivable 23,340 34,338
Inventories 4,971 5,030
Prepaid expenses and other assets 4,843 4,865
Asset held for sale 9,222 -
Property and equipment 230,196 236,633
Investments 722,233 678,400
Total assets $ 1,007,585 $ 972,624
Liabilities and net assets:

Liabilities:
Accrued interest payable $ 2,155 $ 2,478
Accounts payable and other liabilities 22,606 23,630
Accrued pension benefit costs 15,716 5,634
Refundable advances 2,989 2,738
Deferred revenues 6,715 7,130
Notes payable 234,793 250,703
Total liabilities 284,974 292,313

Net assets:
Unrestricted 177,643 159,182
Temporarily restricted 315,962 294,945
Permanently restricted 229,006 226,184
Total net assets 722,611 680,311
Total liabilities and net assets $ 1,007,585 $ 972,624

See Notes to Financial Statements.




THE ART INSTITUTE OF CHICAGO

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2005

(in thousands)

Operating revenue, gains, and other support:
Tuition and student program fees
Student aid

Tuition and student program fees, net
Contributions
Chicago Park District tax
Museum admissions
Membership dues
Special exhibitions, catalogues, and other revenues
Other program revenues
Investment return designated for current use
Auxiliary activities
Other
Net assets released from restrictions

Total operating revenue, gains, and other support

Expenses and losses:
Programs services
Curatorial, libraries, and collections
Special exhibitions
Museum education
Other programs
Instructional and academic
Aucxiliary activities
Managerial and general
General administration
Depreciation
Interest and debt issuance cost
Member development
Fund raising
Total operating expenses
Change in net assets from operations
before interest rate swap
Gain on interest rate swap
Changes in net assets from operations

Nonoperating revenue, support, gains and losses:
Proceeds from the sale of art objects

Contributions for the purchase of art objects

Net assets released to fund acquisition of art objects
Investment return designated for art purchases
Acquisition of art objects

Adjustment to reflect minimum pension liability
Investment return in excess of amounts designated for

current operations
Other transfers
Change in net assets
Net Assets, Beginning of Year
Net Assets, End of Year

See Notes to Financial Statements.

Temporarily Permanently
Unrestricted Restricted Restricted

Funds Funds Funds Total
$ 67,565 $ $ $ 67,565
(17,175) (17,175)
50,390 50,390
11,048 18,572 2,269 31,889
6,925 6,925
5,891 5,891
5,320 5,321
756 756
6,581 6,580
18,341 9,121 50 27,512
21,231 21,231
2,797 2,797

16,272 (16,272) -
145,552 11,421 2,319 159,292
25,100 25,100
4,182 4,182
2,910 2,910
3,804 3,804
42,975 42,975
14,997 14,997
18,520 18,520
12,595 12,595
8,619 8,619
2,131 2,131
6,179 6,179
142,012 142,012
3,540 11,421 2,319 17,280
308 308
3,848 11,421 2,319 17,588
4,383 4,383

2,157 82 2,239

13,927 (13,927)

288 4,156 36 4,480
(15,982) (15,982)
(10,082) (10,082)
26,767 12,818 89 39,674

(305) 9 296
18,461 21,017 2,822 42,300
159,182 294,945 226,184 680,311

$ 177,643 $ 315,962 $ 229,006 $ 722,611




THE ART INSTITUTE OF CHICAGO

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004, as restated
(in thousands)

Temporarily Permanently
Unrestricted Restricted Restricted
Funds Funds Funds Total
Operating revenue, gains, and other support:
Tuition and student program fees $ 61,951 $ $ $ 61951
Student aid (16,052) (16,052)
Tuition and student program fees, net 45,899 45,899
Contributions 11,683 43,473 1,918 57,074
Chicago Park District tax 7,421 7,421
Museum admissions : 6,414 6,414
Membership dues 5,453 5,453
Special exhibitions, catalogues, and other revenues 1,059 1,059
Other program revenues 7,036 7,036
Investment return designated for current use 17,634 8,730 66 26,430
Auxiliary activities 21,247 21,247
Other 3,375 3,375
Net assets released from restrictions 15,733 (15,733) -
Total operating revenue, gains, and other support 142,954 36,470 1,984 181,408
Expenses and losses:
Programs services
Curatorial, libraries, and collections 26,838 26,838
Special exhibitions 4,326 4,326
Museum education 2,877 2,877
Other programs 5,051 5,051
Instructional and academic 42,500 42,500
Auxiliary activities 15,609 15,609
Managerial and general
General administration 20,752 20,752
Depreciation 13,113 13,113
Interest and debt issuance cost 7,912 7,912
Member development 1,819 1,819
Fund raising 5,479 5,479
Total operating expenses 146,276 146,276
Change in net assets from operations
before interest rate swap (3,322) 36,470 1,984 35,132
Gain on interest rate swap 431 431
Changes in net assets from operations (2,891) 36,470 1,984 35,563
Nonoperating revenue, support, gains and losses:
Proceeds from the sale of art objects 4,296 4,296
Contributions for the purchase of art objects 1,407 87 1,494
Net assets released to fund acquisition of art objects 8,582 (8,582) -
Investment return designated for art purchases 361 4,387 34 4,782
Acquisition of art objects (8,799) (8,799)
Adjustment to reflect minimum pension liability 8,895 8,895
Investment return in excess of amounts designated for
current operations 40,811 20,248 126 61,185
Other transfers (789) 1,806 (1,017) -
Change in net assets 46,170 60,032 1,214 107,416
Net Assets, Beginning of Year, as Previously Reported 115,822 234,913 224,970 575,705
Prior period adjustment (2,810) - - (2,810)
Net Assets, Beginning of Year, as Restated 113,012 234,913 224,970 572,895
Net Assets, End of Year, as Restated $ 159,182 $ 294,945 $ 226,184 $ 680,311

See Notes to Financial Statements.




THE ART INSTITUTE OF CHICAGO

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2005 and 2004
(in thousands)

2004
2005 as restated
Cash flows from operating activities:
Change in net assets $ 42,300 $ 107,416
Adjustments to reconcile change in net assets to net cash provided by operating activities:
Depreciation and amortization 12,595 13,650
Retirement of property 4 944
Gain on sale of property (€)) (241)
Adjustments to reflect minimum pension liability 10,082 (8,895)
Contributions restricted for permanently restricted endowment, net (2,449) (2,005)
Contributions restricted for capital campaign, net (8,033) (36,968)
Net unrealized and realized gains/losses on investments (59,016) (86,839)
Acquisitions and sales of art, net 11,499 4,503
Change in assets and liabilities:
Accounts and investment income receivable 2,430 (3,349)
Prepaid expenses, other assets and inventories 25 (1,729)
Unrestricted and temporarily restricted contributions receivable (1,690) 3,183
Accrued interest payable (323) 485
Accounts payable and other liabilities (1,298) (544)
Refundable advances 252 300
Deferred revenues 415) 466
Net cash provided by (used in) operating activities 5,962 9,623)
Cash flows from investing activities:
Purchases of property and equipment (15,115) (13,435)
Proceeds from sale of property 5 9,362
Proceeds from sales of art objects 4,383 4,296
Acquisition of art objects (15,882) (8,799)
Proceeds from sales of investments 274,262 291,326
Purchases of investments (259,079) (283,456)
Net cash used in investing activities (11,426) (706)
Cash flows from financing activities:
Proceeds from contributions restricted for permanently restricted endowment 5,097 9,191
Decrease in assets restricted for debt service 56 1,563
Proceeds from capital campaign 18,074 17,309
Payments on notes payable (43,610) (61,815)
Proceeds from notes payable 27,700 43,396
Net cash provided by financing activities 7,317 9,644
Net increase (decrease) in cash and cash equivalents 1,853 (685)
Cash and cash equivalents at beginning of year 2,276 2,961
Cash and cash equivalents at end of year $ 4,129 $ 2276
Supplemental data:
Interest paid (net of capitalized interest of $25 and $23
in 2005 and 2004, respectively) $ 8,238 $ 6,558
Supplemental disclosure of noncash items:
Property additions included in accounts payable $ 4,102 $ 3,829

See Notes to Financial Statements.



THE ART INSTITUTE OF CHICAGO

Notes To Financial Statements
For The Years Ended June 30, 2005 and 2004

L. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Art Institute of Chicago (the “Institute™) is a not-for-profit corporation exempt from income tax under
Section 501(c)(3) of the Internal Revenue Code. The Institute exists to provide appreciation and education in visual fine
arts and design. The Institute fulfills this purpose through:

e Its museum programs (“Museum”) by collecting, conserving, researching, publishing, exhibiting, and
interpreting an internationally significant permanent collection of objects of art and by presenting temporary
exhibitions of international importance, including loaned objects from other collections.

e Its academic programs (“School”) by offering comprehensive undergraduate and graduate curricula that provide
for the preparation of visual artists, teachers of art, designers, and others in areas that include written, spoken,
and media formats.

The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with the
principles of not-for-profit accounting. A summary of the Institute’s significant accounting policies is set forth below:

Management Estimates. The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and judgments that affect the reported
amounts of assets and liabilities and disclosures of contingencies at the date of the financial statements and the reported
amounts of revenues and expenses recognized during the reporting period. Actual results could differ from those
estimates.

Net Assets. Resources are classified for accounting and reporting purposes into three categories of net assets —
unrestricted, temporarily restricted, or permanently restricted — according to externally (donor) imposed restrictions.

Unrestricted net assets include all resources that are not subject to donor-imposed restrictions of a more specific nature
than those which only obligate the Institute to utilize funds in furtherance of its mission. Revenues received and
expenses incurred in conducting the programs and services of the Institute are presented in the financial statements as
unrestricted operating funds that increase or decrease unrestricted net assets. By action of the Board of Trustees of the
Institute (the “Board”), certain unrestricted net assets have been earmarked for long-term investment or other special
purposes.

Temporarily restricted net assets carry specific, donor-imposed restrictions on the expenditure or other use of contributed
funds. Temporary restrictions may expire either because of the passage of time or because the Institute has fulfilled the
restrictions. Donor-restricted gifts that are not permanently restricted are reported as temporarily restricted contributions
regardless of when the net assets are expended. Transfers of temporarily restricted net assets associated with current
expenditures for which the restrictions have been satisfied, as well as donor changes in the nature of restrictions on net
assets, are reported as net assets released from restrictions. By action of the Board, certain temporarily restricted assets
have been designated for investment.

Permanently restricted net assets are those that are subject to donor-imposed restrictions that will never lapse, thus
requiring the assets to be maintained permanently as endowment funds. Net realized and unrealized appreciation on
endowment funds is classified in the financial statements as part of either unrestricted, temporarily restricted, or
permanently restricted net assets based on donors’ restrictions and interpretations of Illinois law.

Art Objects and Library Collections. The value of the art objects in the permanent collection, as well as the holdings
of the libraries, is excluded from the Statements of Financial Position. An addition of a work of art to the permanent
collection is made either by a donation from a benefactor or through a purchase from Institute acquisition funds.
Institute acquisition funds may be classified as permanently restricted, for which only the income earned on principal
balances may be used for acquisitions; temporarily restricted, for which both the principal and earned income may be
used for acquisitions; or unrestricted, representing donated funds designated by the Board to be used for acquisitions.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The withdrawal of works of art from the collection of the Institute is performed in accordance with a formal policy
adopted in 1975. The objects are generally offered for sale at a public auction, and the proceeds from such sales are
classified either as temporarily restricted or as Trustee-designated for the purchase of works of art. All works of art and
library collections are held for public exhibition, education, or research; are protected, kept unencumbered, cared for, and
preserved; and are subject to strict organizational policies governing their use. The value of the Institute’s permanent
collection is not subject to reasonable estimation.

Cash and Cash Equivalents. Cash equivalents not earmarked as long-term investments are stated at cost which
approximates market, and consist of short-term United States Treasury obligations, high-grade commercial paper,
certificates of deposit, or money market funds acquired within 90 days of maturity.

Accounts and Investment Income Receivable and Accounts Payable and Other Liabilities. The carrying amount
approximates fair value because of the short-term maturity of those instruments.

Contributions Receivable. The receipt of unconditional promises to give with payments due in future periods is
reported as temporarily or permanently restricted support unless explicit donor stipulations or circumstances surrounding
the receipt of the promise make clear that the donor intended it to be used to support activities of the current period.
Unconditional promises to give are reported at the present value of estimated future cash flows, net of the allowance for
uncollectible pledges, using a discount rate that approximates the rate of government securities. Amortization of the
discount is recorded as additional contribution revenue.

Inventories. Inventories are stated generally at the lower of average cost based upon the moving average cost method or
market.

Prepaid Expenses. Prepaid expenses include expenditures for operating supplies, lease commission, and expenditures
made in connection with the development of future exhibitions. These expenditures typically relate to research,
organizational travel, insurance and transport costs of the works to be included in the exhibitions, and the development of
exhibition catalogues.

Property and Equipment. Legal title to the Institute’s Grant Park facility, a significant component of which has been
designated a historical monument, and to the land on which it is situated is vested in the Chicago Park District. The sole
and permanent right to the use and occupancy of the land and buildings, including any future improvements, was vested
at no cost to the Institute in 1893 as long as the Institute uses the property for the purposes for which it is incorporated.
Additions and improvements made to the Grant Park facility since 1984 are capitalized at cost, net of related
depreciation. Records are not available to permit the capitalization of such costs incurred prior to 1984.

The Institute owns seventeen properties that provide instructional, public programming, administrative, storage, and
student housing space. Portions of some of these facilities are leased to others. The land, buildings, building
improvements, and related equipment, furniture, and fixtures are stated at cost, net of depreciation.

Depreciable assets are being depreciated using the straight-line method over the estimated useful lives of the assets.
Buildings constructed on Grant Park property have a useful life of 50 years, whereas the purchase and the initial major
improvements of all other buildings have a useful life of 40 years. Subsequent building improvements have a useful life
of 31.5 years. Equipment, furniture, and fixtures have useful lives ranging from 3 years to 20 years.

Investments. Investments in equity and debt securities are carried at fair value based upon quoted market prices.
Certain investments, for which quoted market prices are not available, are carried at cost and approximate

$2.6 million in 2005 and 2004. Alternative investments are carried at fair market value based upon market prices when
available and, when not available, are carried at estimated fair market value based upon appraisals. However, certain
alternative investments are carried at the March 31 estimated fair market value and approximate $14.7 million in 2005
and $9.1 million in 2004. One alternative investment is carried at the December 31 estimated fair market value and
approximate $3.3 million in 2005 and $2.6 million in 2004. Capital committed to alternative investments, but not yet
called, totaled $44.4 million in 2005 and $27.3 million in 2004. Purchases and sales of investments are recorded on
trade dates, and realized and unrealized gains and losses are determined on the basis of average cost of securities.
Realized and unrealized appreciation or depreciation in the carrying value of investments is classified as part of either
unrestricted, temporarily restricted, or permanently restricted net assets in accordance with applicable donor
requirements. Included in investments are funds held in trust by others, the income from which is paid in
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

whole or in part to the Institute, and split-interest gifts, the principal of which will be turned over to the Institute at some
future date.

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall market volatility.
Due to the level of risk associated with certain investment securities, it is reasonably possible that changes in the values
of investment securities will occur in the near term and that such changes could materially affect the amounts reported in
the financial statements.

Deferred revenues. Membership dues received are recognized ratably as revenue over the membership period and
tuition from students is recognized ratably as revenue over the summer term. Amounts not yet earned by the end of the
fiscal year are reported as deferred income.

Special Exhibitions. Museum admissions, gifts and grants, and auxiliary activities, include revenues specific to special
exhibitions.

Auxiliary Activities. Auxiliary activities include revenues and certain direct expenditures related to the operation of
museum shops, food service and two residence halls for the School.

Membership Development Activities. Membership development activities include identifying and offering
memberships to prospective members, member relations, and member communications. The imputed value of
membership benefits provided to upper level and Sustaining Fellow members approximate $908,280 in 2005 and
$798,000 in 2004. Proceeds from upper level and Sustaining Fellow members are included in contributions.

Purchases and Sales of Art. All revenues and expenses associated with the purchases and sales of art objects, including
restricted giving and the release and use of restricted and unrestricted funds for such purposes, are considered
nonoperating revenues and expenses.

Endowment Funds. The Institute established the Endowment Funds for the purpose of investing assets in a manner that
preserves the real value of the endowment principal and, in addition, provides spendable funds that can be used to fulfill
the purposes for which the endowments were established. All Permanently Restricted Net Assets, as well as a significant
portion of the Institute’s Unrestricted Net Assets and Temporarily Restricted Net Assets, are classified as Endowment
Funds. Additions to the Endowment Funds primarily originate from Permanently Restricted Gifts or actions taken by the
Board to designate funds as endowment, as well as unrestricted bequests and unspent returns on Endowment Funds
investments that are added to the Endowment Funds net assets either at the direction of the donor or as a matter of
policy.

In-Kind Support. The Institute records various types of in-kind support, including contributed facilities, services, and
other property. Contributions of tangible assets and services are recognized at fair value when received. The amounts
reflected in the accompanying financial statements as in-kind support are offset by like amounts included in expenses or
assets.

Additionally, the Institute receives a significant amount of volunteer time that does not meet the criteria for recognition
as a contribution. Accordingly, the value of this contributed time has not been determined and is not reflected in the
accompanying financial statements.

New Accounting Pronouncements. In late 2003, the President signed into law the Medicare Prescription Drug,
Improvement and Modernization Act of 2003 (the “Act”). The Act is not applicable to the Institute’s postretirement plan
and has no effect on the plan’s accumulated postretirement benefit obligation and the employee’s postretirement benefit
Ccosts.




2.

INVESTMENTS

Investments at June 30, 2005 and 2004 consist of the following (in thousands):

2005
Pooled Non-Pooled New North Wing
Investments Investments Investments Total
Cash and cash equivalents $ 18,362 $ 1,090 $ 48372 67,824
Fixed income securities 135,290 2,563 - 137,853
Equity securities 272,520 3,965 - 276,485
Alternative investments 119,270 - - 119,270
Other investments 65,294 1,913 - 67,207
Total assets held for investment 610,736 9,531 48,372 668,639
Assets held in trust by others - 53,594 - 53,594
Total investments $ 610,736 $ 63,125 $ 48,372 722,233
2004
Pooled Non-Pooled New North Wing
Investments Investments Investments Total
Cash and cash equivalents $ 19,092 $ 568 $ 37,600 57,260
Fixed income securities 129,526 2,737 - 132,263
Equity securities 275,637 3,761 - 279,398
Alternative investments 102,509 - - 102,509
Other investments 52,420 3,417 - " 55,837
Total assets held for investment 579,184 10,483 37,600 627,267
Assets held in trust by others - 51,133 - 51,133
Total investments $ 579,184 $ 61,616 $ 37,600 678,400
Investments by designation at June 30, 2005 and 2004 as a percentage consist of the following:
2005
Pooled Non-Pooled New North Wing
Investments Investments Investments Total
Cash and cash equivalents 3.0% 1.7% 100.0% 9.4%
Fixed income securities 222 4.1 - 19.1
Equity securities 44.6 6.3 - 38.3
Alternative investments 19.5 - - 16.5
Other investments 10.7 3.1 - 9.3
Total assets held for investment 100.0 15.2 100.0 92.6
Assets held in trust by others - 84.8 - 74
Total investments 100.0% 100.0% 100.0% 100.0%
2004
Pooled Non-Pooled New North Wing
Investments Investments Investments Total
Cash and cash equivalents 3.3% 0.9% 100.0% 8.5%
Fixed income securities 224 44 - 19.5
Equity securities 47.6 6.1 - 41.1
Alternative investments 17.7 - - 15.1
Other investments 9.0 5.6 - 8.3
Total assets held for investment 100.0 17.0 100.0 92,5
Assets held in trust by others - 83.0 - 7.5
Total investments 100.0% 100.0% 100.0% 100.0%

Alternative investments include marketable and non-marketable funds. Other investments include real estate,
commodities and other inflation hedge assets. The Pooled Investments are invested in a widely diversified portfolio.




2. INVESTMENTS (continued)

The changes in fair value of assets held for investment and assets held in trust by others for the year ended June 30, 2005
and 2004 were as follows (in thousands):

For the year ended 2005
Assets Held for Investment
Assets Held in
Pooled Non-Pooled New North Wing Trust Total

Net gain (loss) in market value:

Realized $ 27,120 $ 2357 $ - $ - $ 29477

Unrealized 27,021 47 2,471 29,539
Dividend and interest income 13,585 238 795 2,048 16,666
Gifts and other additions 5,258 - 15,414 - 20,672
Transfers (In)/Out (11,937) (3,448) (5,437) - (20,822)
Consulting, manager and custody fees (2,322) - - - (2,322)
Allocation of spendable funds (27,173) (146) - (2,058) (29,377)
Net change in fair value 31,552 (952) 10,772 2,461 43,833
Fair value, beginning of year 579,184 10,483 37,600 51,133 678,400
Fair value, end of year $ 610,736 $ 9,531 $ 48,372 $ 53,594 $ 722,233

For the year ended 2004
Assets Held for Investment
Assets Held in
Pooled Non-Pooled New North Wing Trust Total

Net gain (loss) in market value:

Realized $ 23,747 $ 177 $ - $ 25 $ 23949

Unrealized 60,269 (615) - 3,236 62,890
Dividend and interest income 7,216 147 302 2,134 9,799
Gifts and other additions 8,827 - 17,303 893 27,023
Transfers (Out)/In 2,117) (241) (8,012) - (10,370)
Consulting, manager and custody fees 2,147 - - - (2,147)
Allocation of spendable funds (29,110) (713) - (2,352) (32,175)
Net change in fair value 66,685 (1,245) 9,593 3,936 78,969
Fair value, beginning of year 512,499 11,728 28,007 47,197 599,431
Fair value, end of year $ 579,184 $ 10,483 $ 37,600 $ 51,133 $ 678,400

Because investments include funds derived originally from permanently restricted gifts, the management of these funds
is subject to Illinois state law. The Institute has interpreted state law as requiring the preservation of the original dollar
value of these permanently restricted gifts. After maintaining this value, the Institute interprets the law as allowing it to
use any of the investment returns as is prudent considering the Institute’s long- and short-term needs, expected total
return on its investments, price level trends, and general economic conditions. The Institute is monitoring permanently
restricted gifts in which historical cost exceeds market value as of June 30, 2005 and 2004. Historical cost exceeds
market value for certain gifts by approximately $375,000 and $1.1 million, respectively.

In accordance with this interpretation, the Institute adopted a long-term investment objective of sustaining the buying
power of the investment principal through limiting the spendable portion of the annual total returns. This spendable
amount for the years ended June 30, 2005 and 2004, which is classified in the revenues section of the Statements of
Activities, was equal to 5% of the average market value of assets over twelve quarter periods ending December 31, 2003
and 5% of the average market value of assets for the twelve quarter periods ending December 31, 2002, respectively.
Additions to principal were factored in on a weighted-average basis through June 30, 2005 and 2004. Prior year
accumulated capital gains are utilized to the extent necessary to meet the annual spendable objective.
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2. INVESTMENTS (continued)

The market values (in thousands) and the rates of investment return on the pooled investments for the years ended June
30, 2005 and 2004 are summarized as follows:

2005 2004
Fair Market Rate of Fair Market Rate of
Value Return Value Return
Pooled Endowment Funds Investments $ 610,736 11.8% $ 579,184 17.8%

The annualized rate of return is net of management fees. It is computed using monthly net returns of individual
investment managers. Individual manager returns are calculated using a weighted average capital base, which is
determined by the beginning fair market value plus the weighted average of net monthly additions.

3. CONTRIBUTIONS RECEIVABLE

Unconditional promises to contribute to the Institute are recorded as contributions receivable at the present value of
future cash flows, net of allowance for uncollectible accounts. The present value discount rates for June 30, 2005 and
2004 were 3.4% and 3.8% respectively. Contributions receivable are expected to be realized as follows (in thousands):

Collectible during the following periods: 2005 2004
Year one $ 10,393 $ 19,356
Year two 5,311 7,374
Year three 5,420 4,380
Year four 3,177 4,127
Year five and thereafter 2,584 3,228

Gross contributions receivable 26,885 38,465

Present value discount (1,685) (2,736)

Allowance for uncollectible contributions (1,860) (1,391)
Net contributions receivable : $ 23,340 $ 34,338

4. PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2005 and 2004 consist of (in thousands):

2005 2004

Land $ 15,453 $ 15975
Buildings and improvements 251,031 251,917
Equipment, furniture, and fixtures 26,120 25,577

Total property and equipment 292,604 293,469
Accumulated depreciation (92,793) (82,262)

Net depreciable property and equipment 199,811 211,207
Construction in progress 30,385 25,426

Net property and equipment $ 230,196 $ 236,633

S. ACCOUNTS PAYABLE AND OTHER LIABILITIES

Accounts payable at June 30, 2005 and 2004 consist of (in thousands):

2005 2004
Accounts payable $ 18,974 $ 18,901
Accrued salaries and benefits 1,889 2,252
Other liabilities 1,743 2,477
Total accounts payable and other liabilities $ 22,606 $ 23,630
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6. NOTES PAYABLE

Notes payable at June 30, 2005 consist of (in thousands):

% of % of
Principal Total Total Date of Principal Interest Interest Reset Interest
Amount Bonds  O/S Debt  Maturity Payable Payment Dates Period Rates
Bonds:
Variable / Short-term:
Adjustable Interest Rates,
Demand Revenue -
Tax-exempt:
Series 2000A $ 6,000 3/1/2034 At maturity Monthly Weekly 2.35%
Series 1996 31,700 3/1/2027 At maturity Monthly Weekly 2.35%
Series 1995 22,000 3/1/2027 At maturity Monthly Weekly 2.35%
Series 1992 18,000 3/172027 At maturity Monthly Weekly 2.35%
Total Variable / Short-Term 77,700 34.8% 33.2%
Medium / Long-Term:
Adjustable Interest Rates,
Demand Revenue -
Tax Exempt:
Series 2000A 80,800 3/1/2034 At maturity March 1, 3-10 years 3.10% to
September 1 4.45%
Taxable:
Series 2000B 7,100 3/1/2034 At maturity Monthly Weekly 3.33%
Medium Term Revenue:
Tax-exempt:
Series 1998A 32,130 3/1/2030 At maturity March 1, 1 - 8 years 2.25% to
September 1 4.85%
Taxable:
Series 1998B 8,835 3/1/2030 At maturity March 1, 1 - 4 years 3.85% to
September 1 3.90%
Fixed Interest Rates:
Revenue Refunding:
Series 2003 16,870 3/1/2023 Varying dates March 1, N/A 2.50% to
and amounts September 1 5.38%
Total Medium / Long-Term 145,735 65.2% 62.2%
Total Bonds 223,435 100.0% 95.4%
Bank Debt:
Northern Trust Term Loan 9,800 6/30/2006 At maturity Quarterly N/A 3.26%
$15 million JP Morgan
Line of Credit - 5/30/2006 On demand Varying dates ~ Varying Dates 3.57%
Total Bank Debt 9,800 4.2%
Auxiliary activity note 990 04%  5/1/2013 On demand Monthly N/A 1.09% to
4.24%
Total Outstanding Debt 234,225 100.0%
Unamortized premium 568
Total $234,793
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6. NOTES PAYABLE (continued)

Notes payable at June 30, 2004 consist of (in thousands):

% of % of
Principal Total Total Date of Principal Interest Interest Reset Interest
Amount Bonds  O/S Debt  Maturity Payable Payment Dates Period Rates
Bonds:
Variable / Short-term:
Adjustable Interest Rates,
Demand Revenue -
Tax-exempt:
Series 2000A $ 6,000 3/1/2034 At maturity Monthly Weekly 1.05%
Series 1996 31,700 3/1/2027 At maturity Monthly Weekly 1.05%
Series 1995 22,000 3/1/2027 At maturity Monthly Weekly 1.05%
Series 1992 18,000 3/1/2027 At maturity Monthly Weekly 1.05%
Total Variable / Short-Term __ 77,700 34.7% 31.1%
Medium / Long-Term:
Adjustable Interest Rates,
Demand Revenue -
Tax Exempt:
Series 2000A 80,800 3/1/2034 At maturity March 1, 4-11 years 3.10%
September 1 to 4.45%
Taxable:
Series 2000B 7,100 3/1/2034 At maturity Monthly Weekly 1.38%
Medium Term Revenue:
Tax-exempt:
Series 1998A 32,130 3/1/2030 At maturity March 1, 1-5 years 2.25%
September 1 t0 4.85%
Taxable:
Series 1998B 8,835 3/1/2030 At maturity March 1, 1-5 years 3.85%
September 1 to 4.85%
Fixed Interest Rates:
Revenue Refunding:
Series 2003 17,550 3/1/2023 Varying dates March 1, N/A 2.50%
and amounts September 1 to 5.38%
Total Medium / Long-Term _146,415 65.3% 58.5%
Total Bonds 224,115 100.0% 89.6%
Bank Debt:
Northern Trust Term Loan 9,600 6/30/2005 At maturity Quarterly N/A 2.33%
Northern Trust Term Loan 9,800 6/30/2006 At maturity Quarterly N/A 3.26%
$20 million JP Morgan
Line of Credit 5,500 5/30/2005 Ondemand  Varyingdates  Varying Dates 1.78%
Total Bank Debt 24,900 10.0%
Auxiliary activity note 1,087 04%  5/1/2013 On demand Monthly N/A 1.09%
to 4.24%
Total Qutstanding Debt 250,102 100.0%
Unamortized premium 601
Total $250,703
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6. NOTES PAYABLE (continued)

The market value of notes payable is $4,800,000 greater than the carrying value. All bonds are issued through the Illinois
Finance Authority, formerly known as Illinois Educational Facilities Authority. Adjustable interest rate bonds are
remarketed with new interest rates and interest reset periods after the expiration of the applicable interest period. Taxable
bond issues may be converted to tax-exempt upon the occurrence of certain events.

The Institute entered an interest swap agreement on December 6, 2000, with J.P. Morgan (formerly known as Bank
One). The swap agreement, which expires on January 1, 2006, effectively fixes the interest rate on the 2000B issue at
6.58% and is recorded as a liability with an estimated fair value at June 30, 2005 and 2004 of $(89,000) and $(397,000),
respectively.

The Institute has agreed to maintain certain financial ratios related to debt service, including ratios of indebtedness to net
assets and assets available for debt service to debt service requirements. Minimum mandatory redemption payment on
the Illinois Finance Authority Bond Issues, which approximate minimum sinking fund requirements, is $675,000 for the
next year, and an additional total of $222,760,000 through the ultimate maturity dates of the bonds.

7. PENSION AND OTHER POSTRETIREMENT BENEFITS

The Institute has a qualified, non-contributory defined benefit pension plan (the “Plan”) covering staff employees who
meet the Plan’s eligibility. Eligible faculty of the School participate in a defined contribution plan in lieu of participation
in the Institute’s pension plan. A supplemental retirement plan is provided for certain employees whose benefits are
restricted under the qualified Plan. The Institute also provides medical, dental, and life insurance benefits (“Other
Benefits”) to certain Plan retirees on a contributory basis until the retirees attain the age of 65.

The following table sets forth the Plan’s benefit obligation, plan assets and funded status reconciled with the amounts set
forth in the statement of financial position at June 30, 2005 and 2004 (in thousands):

Pension Benefits Other Benefits
Change in benefit obligation 2005 2004 2005 2004
Benefit obligation at beginning of year $ 62,497 $ 64,325 $ 650 $ 667
Service cost 1,834 2,400 - 16
Interest cost 3,953 3,876 39 40
Amendments - (2,129) - -
Actuarial loss (gain) 13,841 (3,636) (72) (8)
Benefits paid (2,687) (2,340) (48) (65)
Projected benefit obligation at end of year $ 79,438 $ 62,496 $ 569 $ 650
Change in plan assets
Fair value of plan assets at beginning of year $ 49,869 $ 37,111 $ - $ -
Actual return on plan assets 4914 5,564 - -
Employer contribution 3,615 9,533 - -
Benefits paid (2,687) (2,340) - -
Fair value of plan assets at end of year $ 55,711 $ 49,868 $ - $ -
Funded status $ (23,725) $ (12,628) $ (569) $ (650)
Unrecognized net actuarial loss (gain) 34,483 23,602 (64) 8
Unrecognized prior service cost (benefit) (1,947) (2,163) (23) 27
Net amount recognized $ 84811 $ 83811 $ (656) $ (669)
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7. PENSION AND OTHER POSTRETIREMENT BENEFITS (continued)

Amounts recognized in the statement of financial position consist of (in thousands):

Pension Benefits Other Benefits
2005 2004 2005 2004
Prepaid benefit cost $ - $ - $ - $ -
Accrued benefit cost (15,716) (5,634) (656) (669)
Intangible assets - - - -
Minimum pension liability 24,527 14,445 - -
Net amount recognized $ 8,811 $ 8811 $ (656) $ (669)

Information for pension plans with an accumulated benefit obligation in excess of plan assets (in thousands):

2005 2004
Projected benefit obligation $ 79,437 $ 62,496
Accumulated benefit obligation 71,427 55,502
Fair value of plan assets 55,711 49,868

Components of Net Periodic Benefit Cost (in thousands):

Pension Benefits Other Benefits
2005 2004 2005 2004
Service cost $ 1,834 $ 2,400 $ - $ 16
Interest cost 3,953 3,876 39 40
Expected return on plan assets (3,669) (2,991) - -
Amortization of prior service cost (216) 18 @) )
Amortization of net loss 1,715 2,466 - -
Net periodic benefit cost $ 3,617 $ 5,769 $ 35 $ 52
Additional Information
Pension Benefits Other Benefits
2005 2004 2005 2004
Change in minimum liability in
pension expense (in thousands) $ 10,082 $ (8,895) N/A N/A
Assumptions
Weighted-average assumptions used to determine benefit obligations at June 30,
Pension Benefits Other Benefits
2005 2004 2005 2004
Discount rate 5.25% 6.50% 4.25% 6.50%
Rate of compensation increase 4.20 4.20 N/A N/A

Weighted-average assumptions used to determine net periodic benefit cost for years ended June 30,

Pension Benefits

2005 2004
Discount rate 6.50% 6.25%
Expected long-term return on plan assets 7.50 7.50
Rate of compensation increase 4.20 4.20
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2005 2004
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7. PENSION AND OTHER POSTRETIREMENT BENEFITS (continued)

Assumed health care cost trend rates at June 30,

Other Benefits
2005 2004
Health care cost trend rate assumed for next year 10.00% 6.00%
Rate to which the cost trend rate is assumed to
decline (the ultimate trend rate) 6.00% 6.00%
Year that the rate reaches the ultimate trend rate 2010 2004

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-
percentage-point change in assumed health care cost trend rates would have the following effects (in thousands):

1-Percentage- 1-Percentage

Point Increase Point Decrease
Effect on total of service and interest cost $1 $
Effect on postretirement benefit obligation 23 (22)

Plan Assets

The Institute’s pension plan weighted-average asset allocations at June 30, 2005 and 2004, by asset category are as
follows:

Pension
Target

Asset Category 2005 2004 Allocation
Cash and cash equivalents 4% 2% 1%
Equity securities 54 55 55
Fixed income securities 29 28 29
Alternative investments 7 9 9
Other 6 6 6

Total 100% 100% 100%

Investment objectives and policies are established by the Institute’s Investment Committee and are achieved in
partnership with external investment managers. The portfolio is designed to generate returns sufficient to meet
obligations to beneficiaries at acceptable levels of risk. The Institute determines the long-term rate of return on Plan
assets by examining the Plan’s asset allocation, historical capital market returns and inflation assumptions. Historical
Institute returns and benchmarking data are also reviewed to ensure a reasonable and appropriate return assumption.

Contributions

The Institute expects to contribute $5,200,000 to its pension plan and $80,000 to its other postretirement benefit plan in
2006.

Estimated Future Benefit Payments

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid (in
thousands):

Pension Other

Benefits Benefits
2006 $ 2,950 $ 80
2007 3,092 94
2008 3,310 84
2009 3,444 74
2010 3,570 81
2011 - 2015 21,473 244
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7. PENSION AND OTHER POSTRETIREMENT BENEFITS (continued)
Employer contributions to the defined contribution plan totaled $748,000 and $735,000, respectively, for the years ended
June 30, 2005 and 2004. Employer contributions to the supplemental retirement plan totaled $35,000 and $197,000,
@ respectively, for the years ended June 30, 2005 and 2004.
8. NATURAL CLASSIFICATION OF EXPENSES

Expenses by natural classification for operating activities for the year ended June 30, 2005 are as follows (in thousands):

®
Total
Museum School Unrestricted % of Total
Salaries and wages $ 23,525 $ 30,703 $ 54,228 38.2
Fringe benefits 8,123 9,246 17,369 12.2
® Contracted services 7,401 6,503 13,904 9.8
Equipment and maintenance 1,636 2,694 4,330 3.0
Travel and entertainment 1,530 958 2,488 1.8
Telephone, copy, fax, postage 1,053 903 1,956 14
Supplies, books and subscriptions 1,907 844 2,751 1.9
Publications and printing 1,757 716 2,473 1.7
PY Publicity and promotions 2,183 846 3,029 2.1
Cost of sales 6,254 840 7,094 5.0
Utilities 2,193 1,987 4,180 29
Bad debt 12 376 388 0.3
Interest 2,346 6,273 8,619 6.1
Depreciation 6,087 6,508 12,595 8.9
Other 4,630 1,978 6,608 4.7
o Subtotal 70,637 71,375 142,012 100.0%
Gain on interest rate swap (88) (220) (308)
Total $ 70,549 $ 71,155 $ 141,704
Expenses by natural classification for operating activities for the year ended June 30, 2004 are as follows (in thousands):
o
Total
Museum School Unrestricted % of Total
Salaries and wages $ 24,246 $ 30,903 $ 55,149 37.7%
® Fringe benefits 9,129 9,687 18,816 12.9
Contracted services 6,620 5,533 12,153 8.3
Equipment and maintenance 1,390 2,900 4,290 29
Travel and entertainment 1,541 779 2,320 1.6
Telephone, copy, fax, postage 1,128 1,045 2,173 1.5
Supplies, books and subscriptions 1,624 782 2,406 1.6
Publications and printing 2,035 991 3,026 2.1
e Publicity and promotions 912 854 1,766 12
Cost of sales 6,913 83 6,996 4.8
Utilities 2,075 1,827 3,902 2.7
Bad debt 10 774 784 0.5
Interest 2,356 5,556 7,912 54
Depreciation 6,107 7,006 13,113 9.0
@ Other 7,493 3977 11,470 7.8
Subtotal 73,579 72,697 146,276 100.0%
Gain on interest rate swap (122) (309) (431)
Total $ 73,457 $ 72,388 $ 145,845
o
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9. COMMITMENTS AND CONTINGENCIES

During fiscal 2005, the Institute commenced construction on a project that includes a 264,000 square foot addition
(“New North Wing”) to its Grant park facility and plans for a bridge connecting the New North Wing and Millennium
Park. This addition will increase the museum’s gallery, education, and art storage space as well as other public areas.

The project is estimated to cost approximately $258 million, which the Board plans to finance primarily by contributions
to the project. The Board has approved utilizing short-term financing during the construction period until pledge
payments are received. The Institute has spent $31 million for the addition as of June 30, 2005 and anticipates
completing by 2009.

The Institute is party to various legal proceedings and claims incidental to its business. The Institute management
currently believes that the ultimate outcome of these proceedings and/or claims, either individually or in the aggregate,
will not have a material adverse effect on the Institute’s financial position or statement of activities.

The Institute leases academic, office, storage, and retail space and equipment. Total lease expense was $245,000 and
$432,000 during the years ended June 30, 2005 and 2004, respectively.

Future lease payments under operating leases are as follows (in thousands):

Year

2006 $ 184
2007 139
2008 95
2009 24

Total minimum lease payments $ 442

10. RESTRICTIONS ON NET ASSETS

The nature of restrictions on net assets released from donor restrictions during the year ended June 30 are summarized as
follows (in thousands):

2005 2004
Purchase of art objects $ 13,927 $ 8,582
Purchase of books 270 242
Student aid 3,482 1,844
Museum exhibitions 531 1,967
Museum publications 209 224
Gallery maintenance, professorships, and
curatorships 162 99
Education, instruction, and other 11,618 11,357

Total $ 30,199 $ 24,315




10. RESTRICTIONS ON NET ASSETS (continued)

Net assets categorized by donor restrictions as of June 30, 2005 are summarized as follows (in thousands):

® ) Temporarily Permanently
Restricted Restricted
Purchase of art objects $ 87,841 $ 31,749
Purchase of books 222 1,634
® Student aid 17,488 15,901
Museum exhibitions 3,455 10,385
Museum publications 6,039 1,510
Gallery maintenance, professorships,
and curatorships 86,174 48,992
Education, instruction, and other 96,287 37,552
® Time-restricted net assets/assets held
in trust by others 18,456 53,810
General purposes - 27,473
Total $ 315,962 $ 229,006
o
Net assets categorized by donor restrictions as of June 30, 2004 are summarized as follows (in thousands):
Temporarily Permanently
Restricted Restricted
o Purchase of art objects $ 84,529 $ 31,576
Purchase of books 278 1,626
Student aid 15,883 15,104
Museum exhibitions 3,027 10,385
Museum publications 2,795 1,510
) Gallery maintenance, professorships,
and curatorships 74,286 48,066
Education, instruction, and other 86,923 36,842
Time-restricted net assets/assets held
in trust by others 27,224 53,993
Py General purposes - 27,082
Total $ 294,945 $ 226,184
o
®
o
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11. UNRESTRICTED STATEMENT OF ACTIVITIES BY PROGRAM

Unrestricted activity for Museum for the years 2005 and 2004 are as follows (in thousands):

Museum
2005 2004

Operating revenue, gains, and other support:
Contributions $ 9119 $ 9,148
Chicago Park District tax 6,925 7,421
Museum admissions 5,891 6,414
Membership dues 5,320 5,453
Special exhibitions 756 1,059
Other program revenues 3,670 4,448
Investment return designated for current use 12,444 12,275
Auxiliary activities 14,433 15,023
Other 880 1,060
Net assets released from restrictions 13,130 12,415

Total operating revenue, gains, and other support 72,568 74,716
Expenses and losses:
Programs services

Curatorial, libraries, and collections 25,100 26,838

Special exhibitions 4,182 4,326

Museum education 2,910 2,877

Other programs 2,022 3,142

Auxiliary activities 12,269 12,675
Managerial and general

General administration 9,005 9,679

Depreciation 6,030 6,097

Interest and debt issuance cost 2,345 2,341
Member development 2,131 1,819
Fund raising 4,643 3,785

Total operating expenses 70,637 73,579

Change in net assets from operations

before interest rate swap 1,931 1,137
Gain on interest rate swap 88 122

Changes in net assets from operations $ 2019 $ 1,259




11. UNRESTRICTED STATEMENT OF ACTIVITIES BY PROGRAM (continued)

Unrestricted activity for School programs for the years 2005 and 2004 are as follows (in thousands):

o School
' 2005 2004
Operating revenue, gains, and other support:
Tuition and student program fees $ 67,565 $ 61,951
Student aid (17,175) (16,052)
Tuition and student program fees, net 50,390 45,899
) Contributions 1,929 2,535
Other program revenues 2911 2,588
Investment return designated for current use 5,897 5,359
Auxiliary activities 6,798 6,224
Other 1,917 2,315
Net assets released from restrictions 3,142 3,318
® Total operating revenue, gains, and other support 72,984 68,238
Expenses:
Programs services
Other programs 1,782 1,909
Instructional and academic 42,975 42,500
Auxiliary activities 2,728 2,934
® Managerial and general
General administration 9,515 11,073
Depreciation 6,565 7,016
Interest and debt issuance cost 6,274 5,571
Fund raising 1,536 1,694
Total operating expenses 71,375 72,697
o Change in net assets from operations
before interest rate swap 1,609 (4,459)
Gain on interest rate swap 220 309

Changes in net assets from operations $ 1,829 $ (4,150)




11. UNRESTRICTED STATEMENT OF ACTIVITIES BY PROGRAM (continued)

Total unrestricted statement of activities for years ended 2005 and 2004 (in thousands):

o 2005 2004
Revenue, gains, and other support:
Tuition and student program fees $ 67,565 $ 61,951
Student aid (17,175) (16,052)
Tuition and student program fees, net 50,390 45,899
Contributions 11,048 11,683
o Chicago Park District tax 6,925 7,421
Museum admissions 5,891 6,414
Membership dues 5,320 5,453
Special exhibitions 756 1,059
Other program revenues 6,581 7,036
Investment return designated for current operations 18,341 17,634
® Auxiliary activities 21,231 21,247
Other 2,797 3,375
Net assets released from restrictions 16,272 15,733
Total operating revenue, gains, and other support 145,552 142,954
Expenses:
® Programs services
Curatorial, libraries, and collections 25,100 26,838
Special exhibitions 4,182 4,326
Museum education 2,910 2,877
Other programs 3,804 5,051
Instructional and academic 42,975 42,500
Auxiliary activities 14,997 15,609
| Managerial and general
General administration 18,520 20,752
Depreciation 12,595 13,113
Interest and debt issuance cost 8,619 7,912
Member development 2,131 1,819
Fund raising 6,179 5,479
® Total operating expenses 142,012 146,276
Change in net assets from operations before interest rate swap 3,540 (3,322)
Gain on interest rate swap 308 431

Changes in net assets from operations $ 3,848 $ (2,891)




12. RELATED PARTY TRANSACTIONS

All members of the Board of Trustees, Board of Governors, and Standing and Advisory Committees, and all officers and
assistant officers of the Institute (collectively known as “Related Parties™) must act in the best interests of the Institute,
without regard to their business, family, or personal activities and concerns. If a Related Party believes he or she has an
actual or potential financial conflict of interest, the Related Party must immediately disclose such conflict to the
Chairman of the Board and to the Institute’s General Counsel. The Related Party may not vote on, approve, or
recommend any action or matter in which he or she has an actual or potential conflict of interest. The Related Party
cannot be counted for purposes of determining whether there is a quorum. Financial interests or other activities that would
constitute a conflict of interest if undertaken by a Related Party also constitute a conflict of interest if undertaken by an
immediate family member of the Related Party and must be disclosed by the Related Party. All Related Parties, other than
members of the curatorial and library Advisory Committees, are required to attest annually to their familiarity with this
policy and to provide any information the Institute deems relevant concerning any possible conflicts of interest.

The Institute has provided a $200,000 interest-free mortgage to an officer with a fifteen-year term secured by the
property.

13. RESTATEMENT AND RECLASSIFICATIONS

Subsequent to the issuance of its financial statements for the year ended June 30, 2004, cash flow activities related to the
capital campaign were restated from operating activities to financing activities in the Statement of Cash Flows. Also
subsequent to the issuance of the 2004 financial statements, the Institute changed its method of reporting membership
dues as revenues from a cash basis to ratably over the membership period. Certain other reclassifications have been made
to the 2004 balances to conform to the 2005 presentation.

As Previously

Reported As Restated
Statement of Financial Position — June 30, 2004
Cash and cash equivalents $ 2376 $ 2,276
Prepaid expenses and other assets 4,873 4,865
Total assets 972,732 972,624
Accounts payable and other liabilities 23,739 23,630
Deferred revenues 4,412 7,130
Total liabilities 289,704 292,313
Unrestricted net assets 161,899 159,182
Total liabilities and net assets 972,732 972,624
Statement of Activities — year ended June 30, 2004
Membership dues 5,391 5,453
Special exhibition, catalogue and other revenues 1,644 1,059
Other program revenues 7,006 7,036
Investment return designated for current use 25,844 26,430
Total operating revenues 181,315 181,408
Gain on interest rate swap - 431
Investments return in excess of amounts designated for current
operations 61,616 61,185
Change in net assets - unrestricted 161,899 159,182
Statement of Cash Flow — year ended June 30, 2004
Net cash provided by operating activities 7,786 (9,623)
Net cash used in financing activities (7,665) 9,644

-23-




14. SUBSEQUENT EVENTS

Subsequent to the end of the fiscal year, the Institute entered into transactions related to four of its buildings.

On August 8, 2005, the building classified as “Asset held for sale” was sold at a loss of $951,000. On September 9,
2005, the other buildings were subject to a single transaction. As part of this transaction, the Institute received $11.6
million in cash, and contracted to receive 41,000 square feet of space to be conveyed via fee simple title once
construction of a proposed redevelopment is completed. If the proposed redevelopment is not completed or certain other
conditions are not met, the Institute will be provided rent-free space for a period of 43 years or until the conveyance of
the title.
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