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Independent Auditors’ Report

The Board of Trustees
Peabody Essex Museum, Inc.
Salem, Massachusetts
We have audited the accompanying financial statements of Peabody Essex Museum, Inc. (the
“Museum”), which comprise the statement of financial position as of June 30, 2020, and the related
statements of activities, functional expenses, and cash flows for the period January 1, 2020 to June 30,
2020, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, 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.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Peabody Essex Museum, Inc. as of June 30, 2020, and the changes in its net
assets and its cash flows for the period January 1, 2020 to June 30, 2020, in accordance with
accounting principles generally accepted in the United States of America.

December 11, 2020
Boston, Massachusetts

Peabody Essex Museum, Inc.
Statement of Financial Position
June 30, 2020
Assets
Current assets:
Cash and cash equivalents
Funds restricted for expansion project
Grants and other receivables
Pledges receivable
Inventories
Prepaid expenses
Total current assets
Noncurrent assets:
Pledges receivable
Investments
Funds held by others
Assets and residual interests under split-interest agreements
Mortgages receivable - related party
Land, buildings and equipment
Total assets
Liabilities and Net Assets
Liabilities:
Current liabilities:
Accounts payable, operating
Accounts payable, expansion project
Accrued expenses, operating
Other liabilities
Notes payable
Total current liabilities
Noncurrent liabilities:
Notes payable
Other liabilities
Obligation under split-interest agreements
Total liabilities

$

7,322,283
7,431,224
121,312
848,000
519,462
124,382
16,366,663
2,783,482
487,897,054
4,931,261
3,237,568
400,000
199,544,937

$ 715,160,965

$

485,892
250,901
1,899,533
129,838
1,607,341
4,373,505
76,799,148
107,998
891,914
82,172,565

Net assets:
Without donor restrictions
With donor restrictions

163,208,334
469,780,066

Total net assets

632,988,400

Total liabilities and net assets

See accompanying notes to the financial statements.

$ 715,160,965
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Peabody Essex Museum, Inc.
Statement of Activities
For the Period January 1, 2020 to June 30, 2020
Without Donor
Restrictions
Operating support and revenue:
Contributions
Grants
Spending rate transfer appropriated for operations
Enterprise and other revenues
Admissions
Memberships
Satisfaction of program restrictions

$

Total operating support and revenue

Total program services
Supporting services:
Development
Administrative
Total supporting services
Total program and supporting services
Changes in net assets from operations

Change in net assets from nonoperating activities
Change in net assets
Net assets at beginning of year
$

Total

341,880
7,259
(494,961)
(145,822)

$

993,309
2,552,471
10,042,454
601,536
216,716
366,762
14,773,248

2,920,555
3,948,076
757,314
520,593
1,515,401

-

2,920,555
3,948,076
757,314
520,593
1,515,401

9,661,939

-

9,661,939

1,424,428
3,503,067

-

1,424,428
3,503,067

4,927,495

-

4,927,495

14,589,434

-

14,589,434

329,636

Nonoperating activities:
Investment return net of amounts appropriated for operations
Change in value of split-interest agreements
and funds held by others
Interest expense
Depreciation
Plant related satisfaction of program restrictions
Collection items purchased
Satisfaction of program restrictions - collection items purchased

See accompanying notes to the financial statements.

$

14,919,070

Expenses:
Program services:
Exhibitions and publications
Curatorial and collections
Educational programs
Enterprises
Marketing and membership

Net assets at end of year

651,429
2,552,471
10,042,454
594,277
216,716
366,762
494,961

With Donor
Restrictions

(145,822)

183,814

(1,063,542)

(19,184,004)

(20,247,546)

(1,268,748)
(4,517,104)
1,273,545
(76,202)
35,740

(551,777)
(1,273,545)
(35,740)

(551,777)
(1,268,748)
(4,517,104)
(76,202)
-

(5,616,311)

(21,045,066)

(26,661,377)

(5,286,675)
168,495,009

(21,190,888)
490,970,954

(26,477,563)
659,465,963

163,208,334

$

469,780,066

$ 632,988,400
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Peabody Essex Museum, Inc.
Statement of Functional Expenses
For the Period January 1, 2020 to June 30, 2020
Exhibitions and
Publications
Salaries and benefits
Cost of goods sold
Freight and courier
Exhibition construction materials
Outside services
Equipment maintenance and repair
Space and occupancy
Archival maintenance and repair
Office expenses
Advertising
Travel and professional development
Hospitality
Other expenses

$

Subtotal
Allocation of facilities and security
Total operating expenses
Nonoperating expenses:
Depreciation
Debt service costs
Total nonoperating expenses
Total functional expenses

See accompanying notes to the financial statements

$

1,196,738
348,910
128,787
455,000
113,212
26,867
3,130
15,928

Curatorial and
Collections

Educational
Programs

Enterprises

$

$

$

1,902,150
32,089
133,948
16,635
52,268
39,435
22,425
5,918
89,673

493,341
94,008
11,662
6,674
1,446
18,157
21,635
259

Marketing and
Membership

Facilities
and Security

276,353
111,521
7,202
1,924
16,661
18,268
2,384
394
10,849

$ 1,149,008
40,702
5,185
99,610
147,081
6,763
7,692
27,752

$ 1,667,955
31,454
172,155
991,586
62,730
3,445
665
2,929,990

2,288,572

2,294,541

647,182

445,556

1,483,793

631,983

1,653,535

110,132

75,037

31,608

2,920,555

3,948,076

757,314

520,593

1,515,401

-

961,670
166,109

2,516,139
1,061,112

167,585
41,527

114,182
-

48,098
-

1,127,779

3,577,251

209,112

114,182

48,098

634,775

$ 1,563,499

4,048,334

$

7,525,327

$

966,426

$

$

6,685,545
111,521
388,201
128,787
757,036
205,637
991,586
52,268
338,322
166,795
80,041
39,434
144,461

Development

Administrative

$

$

10,089,634

1,298,442
29,136
7,207
13,129
11,799
19,368
6,105

1,920,113
708,555
74,211
156,750
16,308
17,512
221,165

Total
$

9,904,100
111,521
388,201
128,787
1,494,727
287,055
991,586
52,268
508,201
166,795
108,148
76,314
371,731

1,385,186

3,114,614

14,589,434

39,242

388,453

-

9,661,939

1,424,428

3,503,067

14,589,434

-

3,807,674
1,268,748

59,713
-

649,717
-

4,517,104
1,268,748

-

5,076,422

59,713

649,717

5,785,852

-

$ 14,738,361

4,152,784

$ 20,375,286

(2,929,990)

$

Program
Services
Total

(427,695)

$

1,484,141

$
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Peabody Essex Museum, Inc.
Statement of Cash Flows
For the Period January 1, 2020 to June 30, 2020
Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
used in operating activities:
Depreciation and amortization
Contributions restricted for long-term investments and capital additions
Net unrealized and realized loss on long-term investments
(Increase) decrease in assets:
Pledges receivable
Grants and other receivables
Inventories
Prepaid expenses and other assets
Increase (decrease) in liabilities:
Accounts payable, operating and expansion project
Accrued expenses, operating
Other liabilities

$ (26,477,563)

4,532,344
(908,769)
10,171,148
769,673
309,868
(7,540)
(9,816)
273,236
433,320
(2,360)

Net cash used in operating activities

(10,916,459)

Cash flows from investing activities:
Additions to land, building, equipment and construction in progress
Purchases of investments
Proceeds from mortgage receivable
Proceeds from sales of investments
Change in value of split-interest agreements and funds held by others

(4,579,294)
(46,591,372)
101,458
58,519,896
551,777

Net cash provided by investing activities

8,002,465

Cash flows from financing activities:
Payments on notes payable
Contributions restricted for long-term investments and capital additions

(528,671)
908,769

Net cash provided by financing activities

380,098

Net decrease in cash and cash equivalents

(2,533,896)

Cash and cash equivalents, including funds restricted for expansion, beginning of year

17,287,403

Cash and cash equivalents, including funds restricted for expansion, end of year

$

14,753,507

Supplemental disclosure of activities:
Cash paid for interest

$

1,272,372

Supplemental disclosure of noncash activities:
Fixed asset acquisitions remaining in accounts payable and accrued expenses

$

4,900

See accompanying notes to the financial statements

6

PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies
Nature of Operations
Over the last 20 years, the Peabody Essex Museum (“PEM” or “the Museum”) has distinguished itself
as one of the fastest-growing art museums in North America. At its heart is a mission to enrich and
transform people’s lives by broadening their perspective, attitudes and knowledge of themselves and
the wider world. PEM celebrates outstanding artistic and cultural creativity through exhibitions,
programming, and special events that emphasize cross-cultural connections, integrate past and
present, and underscore the vital importance of creative expression. Founded in 1799, the Museum’s
collection is among the finest of its kind boasting superlative works from around the globe and across
time -- including American art and architecture, American decorative art, Asian art and architecture,
Asian export art, photography, maritime art and history, contemporary art, fashion and design, Native
American, Oceanic and African art. PEM’s campus provides a varied and unique visitor experience
with hands-on creativity zones, interactive opportunities and performance spaces, the Phillips Library,
which holds one of the nation’s most important museum-based collections of rare books and
manuscripts, and historic properties, including Yin Yu Tang, a 200-year-old Chinese house that is the
only example of Chinese domestic architecture on display in the United States.
In 2018, the Museum opened a 120,000-square-foot Collection Center in Rowley, Massachusetts to
unify, preserve and protect over a million works of art and culture, several hundred thousand books,
and one linear mile of archival material, which together represent more than 12,000 years of global
artistic and cultural creativity. The Collection Center is home to the Phillips Library Reading Room
where the public can access rare documents and research material by walk-in or appointment. In
2019, the Museum opened a new 40,000-square-foot wing designed by Ennead Architects, New York.
The expansion and adjacent facilities renovation provide new gallery space for collection installations,
an entry for school and group tours, improved gallery linkages and visitor navigation, and a 5,000square-foot garden designed by Nelson Byrd Woltz Landscape Architects.
The Museum is recognized by the Internal Revenue Service as an organization described in Section
501(c)(3) of the Internal Revenue Code and is generally exempt from federal and state income taxes
on related income. Given the limited taxable activities of the Museum, management has concluded
that disclosures relative to tax provisions are not necessary.
The Fiscal Year of the Museum was changed from December 31 to June 30 so as to better align with
the Museum’s operations. Accordingly, the current financial statements are prepared for the period
from January 1, 2020 through June 30, 2020.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Classification and Reporting of Net Assets
The financial statements of the Museum have been prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of America which
requires that information regarding its financial position and activities are reported based on the
existence or absence of donor-imposed restrictions. Accordingly, net assets and changes therein are
classified and reported as follows:
Net Assets Without Donor Restrictions represent resources available for general use and not
subject to donor restrictions. Net assets without donor restrictions include net investment in fixed
assets. The Board of Trustees has designated amounts from net assets without donor restrictions
to function as endowment and for strategic purposes. Investment returns are reported as
increases or decreases in net assets without donor restrictions.
Net Assets With Donor Restrictions represent resources subject to donor-imposed restrictions.
Some donor-imposed restrictions are temporary in nature that may or will be met, either by the
passage of time or the events specified by the donor. This category also includes accumulated
net appreciation which has not yet been appropriated for expenditure by the Board. Other donorimposed restrictions are perpetual in nature, where the donor stipulates that resources be
maintained in perpetuity. Generally, the donors of these assets permit the Museum to use all or
part of the income earned and capital appreciation on related investments to support the Museum
or specific purposes as stipulated by the donor.
Cash and Cash Equivalents
All highly liquid debt instruments with a maturity of three months or less when purchased are classified
as cash equivalents. Cash and cash equivalents are reported at cost plus accrued interest. Cash
and cash equivalents held by investment managers are considered part of investments. The Museum
monitors its exposure associated with cash and cash equivalents and has not experienced any losses
in such accounts.
Funds Restricted for Expansion Project
Funds restricted for expansion project include donor-restricted receipts held separately in money
market accounts and in US Treasuries for expansion project expenditures. These instruments are
reported at fair value using Level 1 measurements as per the fair value policies later in this section.
Grants and Other Receivables
Grants receivable consist of receivables for amounts expended under government grants. All
amounts are expected to be received within one year. Other receivables arising from Museum
activities are reported at the amount management expects to collect on balances outstanding at year
end. Reserves associated with such grants and other receivables have been minimal.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Pledges Receivable
Pledges expected to be collected within one year are recorded at their net realizable value. Pledges
that are expected to be collected over more than one year are recorded at the present value of
estimated future cash flows utilizing a risk-adjusted discount rate when the pledge is made. The initial
recording is considered fair value using a Level 2 measurement as per the fair value polices later in
this section. Reserves are adjusted as needed.
Inventories
Inventories, principally retail merchandise, are stated at the lower of cost or market, with cost
calculated using the first-in, first-out (“FIFO”) method and market based upon estimated net realizable
value. Management periodically analyzes the inventory and provides a reserve for slow-moving and
obsolete items.
Investments
The Museum reports investments at fair value as per the fair value policies later in this section. Net
investment return (loss) is reported in the statement of activities and consists of interest, dividends,
realized and unrealized gains and losses and investment management expenses. Investment returns
are reported as follows:



as increases in net assets with donor restrictions if the terms of the gift require that they be
added to the principal of an endowment fund or if the terms of the gift or state law impose
restrictions on the current use of the income or net gains; and
as increases in net assets without donor restrictions in all other cases.

Funds Held by Others
Funds held by others consist of the Museum’s share of assets held in trust in perpetuity for the benefit
of the Museum. These instruments are reported at fair value using Level 3 measurements as per the
fair value policies later in this section. The change in fair value of the Museum’s share is reported in
nonoperating activity.
Assets and Residual Interests under Split-Interest Agreements
Assets held by the Museum under split-interest agreements are invested within the Museum’s pooled
investments that are reported at fair value using Level 1 measures, while residual interests in assets
held by third-party trustees are initially recorded at fair value using Level 3 measures and are updated
annually based on current actuarial estimates using the initial discount rate used in valuing the
instrument. These assets have been accumulated under various structured arrangements with
donors. Fair values are per the fair value policies later in this section.
Management reports its residual interest as if at fair value as it has determined such to not be
materially different from actual fair value.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Fair Value Measurements
The Museum reports required types of financial instruments in accordance with the fair value
standards of accounting. Fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement
date. These standards require an entity to maximize the use of observable inputs (such as quoted
market prices in active markets) and minimize the use of unobservable inputs (such as appraisals or
other valuation techniques) to determine fair value. The fair value standards also provide for a
practical expedient of fair value allowing for the use of net asset value per share (“NAV”) when certain
requirements are met. Items reported at fair value on a recurring basis include investments, funds
held by others and assets under split-interest agreements. Non-recurring fair values include items
such as the initial recording of pledges receivable, residual interests under split-interest agreements
and obligations under split-interest agreements
For those instruments measured and reported in the three-level hierarchy, the following provides
information regarding the valuation methods used:
Level 1 - Quoted prices are available in active markets for identical instruments as of the reporting
date. Instruments which are generally included in this category include listed equity and debt
securities publicly traded on a stock exchange.
Level 2 - Pricing inputs are other than quoted prices in active markets, which are either directly or
indirectly observable as of the reporting date, and fair value is determined through the use of
models or other valuation methodologies.
Level 3 - Pricing inputs are unobservable for the instrument and include situations where there is
little, if any, market activity for the instrument. The inputs into the determination of fair value
require significant management judgment or estimation.
In some instances, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such instances, an instrument’s level within the fair value hierarchy is based on the
lowest level of input that is significant to the fair value measurement.
Market price is affected by a number of factors, including the type of instrument and the characteristics
specific to the instrument, as well as the effects of market, interest and credit risk. Instruments with
readily available active quoted prices or for which fair value can be measured from actively quoted
prices generally will have a higher degree of market price observability and a lesser degree of
judgment used in measuring fair value. It is reasonably possible that change in values of these
instruments will occur in the near term and that such changes could materially affect amounts
reported in these financial statements.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Land, Buildings and Equipment
Land, buildings and equipment are recorded at cost when such amounts are above management’s
threshold for capitalization and have a useful life of one year or more. Buildings, improvements,
historic house renovations and equipment are stated at cost less accumulated depreciation computed
on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings
Capital improvements
Leasehold improvements
Furniture, fixtures and equipment
Historic house renovations

30 to 50 years
5 to 30 years
3 to 5 years
3 to 10 years
5 to 30 years

Betterments which materially add to the value of the related assets or materially extend the useful life
of the assets are capitalized. Equipment and furnishings of relatively small dollar value are expensed
as incurred. When equipment is retired, its cost and the related accumulated depreciation are
eliminated from the respective accounts. Gains or losses arising from dispositions are charged to net
assets without donor restrictions.
Historic house properties acquired by the Museum are not depreciated and are reflected in net assets
with donor restrictions given the requirement to maintain these properties in perpetuity. These
properties and their initial restoration cost were recorded at fair value when originally donated and
initially restored. Archival repairs to historic house properties, regardless of amount, are expensed
as incurred and are offset by releases of restricted funds accumulated to assist in the funding of such
repairs.
Notes Payable
Notes payable include the amounts due to a lender net of bond issuance cost. Bond issuance costs
are amortized using a weighted average method over the life of the notes.
Obligations under Split-Interest Agreements
Obligations under split-interest agreements are initially recorded at fair value using actuarial methods
and discount rates, which are Level 3 measurements as per the fair value policies earlier in this
section. During the term of these agreements, changes in the obligations are recognized in the
statement of activities based on accretion of the discount and changes in life expectancy and other
actuarial assumptions.
Revenue Recognition
Revenues are reported as increases in net assets without donor restrictions unless their use is limited
by donor-imposed restrictions. Earned revenues are under arrangements that are one year or less
in length.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Revenue Recognition (Continued)
Under accounting standards, earned revenue measurement is driven via a principles-based process
that requires the entities: 1) identify the contract with the customer; 2) identify the performance
obligations in the contract; 3) determine the transaction price; 4) allocate the transaction price to the
performance obligations; and 5) recognize revenue when (or as) performance obligations are
satisfied. Contributed support follows different standards. A summary of each of the revenue and
support flows are as follows:
Contributions and grants, including unconditional promises to give, are recognized as revenues as
either without or with donor restrictions in the period verifiably committed by the donor. Contributions
and grants of assets other than cash are recorded at their estimated fair value and per the fair value
policies described elsewhere in this section. Unconditional promises to give that are expected to be
collected in future years are recorded at the present value of the estimated future cash flows using a
risk adjusted discount rate depending on the time period involved. Amortization of the discount is
included in contribution and grant revenue in accordance with the donor-imposed restrictions, if any,
on the contributions or grants. Contributions or grants with donor-imposed restrictions that can be
met through the passage of time or upon the incurring of expenses consistent with the purposes are
recorded as net assets with donor restrictions and reclassified to net assets without donor restrictions
when such time or purpose restrictions have been satisfied.
Contributions of land, buildings and equipment are recorded as without donor restrictions unless the
donor explicitly states how such assets should be used. Contributions of cash or other assets that
must be used to acquire long lived assets are reported as net assets with donor restrictions. The
Museum reports expirations of donor restrictions when the donated or acquired long lived asset is
placed into service.
Contributions of services are recognized when provided by individuals or organizations whose skills
would be purchased if not provided by donation. In addition, a substantial number of unpaid
volunteers have made significant contributions of their time to develop and maintain the Museum’s
programs. The value of this contributed time is not reflected in these statements.
Conditional contributions and grants are recorded as revenue when such amounts become
unconditional which generally involves the meeting of a barrier to entitlement. This can include items
like meeting a matching provision, incurring specified allowable expenses in accordance with a
framework of allowable costs or other barriers. Contributions received pending designation by the
donor are considered with donor restrictions until known at which time such are reclassified, if
required.
Admissions are reported as revenue on the date of admission which is when the performance
obligation is satisfied. Advance sales and group sales are reported as deferred support and are
recognized as admissions revenue when the performance obligation is satisfied, which is the date of
admission.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Revenue Recognition (Continued)
Enterprise and other revenues are generally recorded upon sale or completion of the service
depending upon the activity. Sales consist primarily of gift shop, food and beverage commissions and
venue rental sales. Food sales and event catering is managed by a 3rd party and the Museum
receives a commission payment based on the month’s adjusted gross revenue from food and
beverage sales. Deposits and prepayments for space rentals on events and group sales are reflected
as deferred support until the performance obligation is satisfied, which is the date of the event.
Revenue from traveling exhibits is recorded based on the contract terms.
Memberships are recorded as revenue upon receipt given that management has determined that
such are primarily donative. Memberships are recorded at established rates.
Investment returns are reported as revenue based on the fair value of such investments at year end.
Investment returns are allocated to the pool in which the invested funds relate. Investment returns
allocated to net assets with donor restrictions remain in such category until appropriated by the board
under the board approved spending policy.
Endowment Investment and Spending
State law allows the Board of Trustees to appropriate a percentage of net appreciation as is prudent
considering the Museum’s long- and short-term needs, present and anticipated financial requirements
and expected total return on its investments, price level trends and general economic conditions. The
Museum’s endowment spending policy is computed based on the average market value for the
previous 12 quarters, through March 31 of the prior year. Board designated funds that do not function
as endowment are excluded from the calculation. The percentage applied to the rolling average
market value was 5% for the period ended June 30, 2020. Amounts calculated on endowment funds
with purpose restrictions are appropriated but not released until such time as the purpose restriction
is met.
From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor requires the Museum to retain as a fund of perpetual
duration. In accordance with accounting standards, deficiencies of this nature that are reported in net
assets with donor restrictions are $2,044 as of June 30, 2020. Management has omitted full detail on
underwater endowments given the limited amounts involved.
The Museum’s investment portfolio is managed to provide for the long-term support of the Museum.
Accordingly, these funds are managed with disciplined longer-term investment objectives and
strategies designed to meet cash flow and spending requirements. Management of the assets is
designed to attain the maximum total return consistent with acceptable and agreed upon levels of
risk. The target is to achieve an average annual real total return (net of investment management fees
and inflation) of at least 5% when measured over rolling periods of not less than five years.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Endowment Investment and Spending (Continued)
To satisfy its long-term rate-of-return objectives, the Museum relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). The Museum targets an asset allocation strategy wherein
assets are diversified among several asset classes. The pursuit of maximizing total return is tempered
by the need to minimize the volatility of returns and preserve capital. As such, the Museum seeks
broad diversification among assets having different characteristics with the intent to endure lower
relative performance in strong markets in exchange for greater downside protection in weak markets.
Operating Activities
Operating activities represent revenues by source and expenses by major function. Nonoperating
activities include investment returns net of amounts appropriated for operations, changes in the value
of split-interest agreements and funds held by others, debt service costs, depreciation, collection
items purchased as well as certain other items of income and expense.
Collections and Works of Art
The Museum’s collections are made up of works of art, as well as artifacts of historical, cultural and
scientific significance, that are held for curatorial, educational and research purposes. Each of the
items is cataloged, preserved and cared for, and activities verifying their existence and assessing
their condition are performed continuously. The collections are subject to a policy that requires
proceeds from their sales to be used to acquire other items for collections.
The collections, which were acquired through purchases and contributions since the Museum’s
inception, are not recognized as assets on the statement of financial position. Purchases of collection
items are recorded as decreases in net assets without donor restrictions in the year in which the items
are acquired. Proceeds from deaccessions or insurance recoveries are reflected as increases in the
appropriate net asset classes. Collection items purchased are funded by purpose-restricted gifts or
from net appreciation on acquisition endowments.
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 assumptions that affect
the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates and assumptions.
Allocation of Functional Expenses
The costs of providing the various programs and activities and supporting services have been
summarized on a functional basis in the statement of activities. The statement of functional expenses
presents the natural classification detail of expenses by function. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.
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PEABODY ESSEX MUSEUM, INC.
Notes to Financial Statements
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (Continued)
Allocation of Functional Expenses (Continued)
A portion of Administration is allocated to Development to reflect senior management responsibilities.
Depreciation of buildings and equipment and facilities and security have been allocated to functional
classifications based on square footage occupied. Debt service costs are allocated based on usage
of the space funded by the related debt.
Advertising Costs
Advertising costs are charged to operations when incurred and are disclosed on the statement of
functional expenses.
Uncertain Tax Positions
The Museum accounts for the effect of any uncertain tax positions based on a “more likely than not”
threshold to the recognition of the tax positions being sustained based on the technical merits of the
position under scrutiny by the applicable taxing authority. If a tax position or positions are deemed to
result in uncertainties of those positions, the unrecognized tax benefit is estimated based on a
“cumulative probability assessment” that aggregates the estimated tax liability for all uncertain tax
positions. Interest and penalties assessed, if any, are accrued as income tax expense.
The Museum has identified its status as a publicly supported tax exempt entity and its classification
of revenues as related or unrelated as its only significant positions and has determined that such
positions do not result in an uncertainty requiring recognition. The Museum’s federal and state
income tax returns are generally open for examination for the three years after the date of filing of the
related return.
Accounting Pronouncements Effective in Future Years
In February 2016, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2016-02,
Leases, which requires a lessee to recognize a right-of-use asset and a lease liability for all leases,
initially measured at the present value of the lease payments, in its statement of financial position.
The standard also requires a lessee to recognize a single lease cost, calculated so that the cost of
the lease is allocated over the lease term, on a generally straight-line basis. The guidance also
expands the required quantitative and qualitative disclosures surrounding leases. The ASU is
effective for fiscal years beginning after December 15, 2020, or fiscal year 2022 for the Museum.
Early adoption is permitted. The Museum is evaluating the impact of the new and clarified guidance
on the financial statements.
Management believes that other pending accounting standards would have limited impact on the
Museum and, accordingly, has not outlined those standards here.
Subsequent Events
The Museum performed an evaluation of subsequent events through December 11, 2020, the date
the financial statements were issued.
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Notes to Financial Statements
Note 2 - Liquidity and Availability of Resources
The Museum regularly monitors liquidity to meet its operating needs and other contractual commitments,
while also striving to maximize the investment of its available funds. The Museum has various sources
of liquidity at its disposal, including cash and cash equivalents, receivables, and certain investments.
In addition to the financial assets available to meet general expenditures over the next 12 months, the
Museum seeks to operate with a balanced budget and anticipates earned revenues and annual support
contributions sufficient to cover general expenditures not provided by endowment appropriation or other
donor-restricted sources. Also, if needed, amounts reported as board designated could be made
available by Board action.
The Museum’s financial assets available within one year of the statement of financial position date for
budgeted general and programmatic operating expenditures are as follows at June 30, 2020:
Cash and cash equivalents
Grants, other receivables, and pledges
Endowment spend rate approved for next year's operations
Budgeted releases of funds
Total

$

7,322,283
786,312
20,859,188
2,660,132

$

31,627,915

The Museum is currently engaged in an expansion project. Financial assets available within one year of
the statement of financial position date for the expansion project expenditures is $7,431,224.
Note 3 - Pledges Receivable, Net
Pledges receivable are expected to be collected as follows at June 30, 2020:

Within one year
One to five years
More than five years

$

Total pledges receivable
Less: Present value discount
Less: Allowance for uncollectible pledges
Less: Current portion
Pledges receivable - noncurrent

848,000
853,650
3,045,100
4,746,750
(1,103,018)
(12,250)
(848,000)

$

2,783,482
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Notes to Financial Statements
Note 4 - Investments and Fair Values of Financial Instruments
The valuation of the Museum’s financial instruments using the fair value hierarchy consisted of the
following at June 30, 2020:
Total Fair
Value
Cash equivalents
Domestic equities and funds
International equities and funds
Fixed income and funds
Hedge funds
Real estate limited partnerships
Private equity

Investments
Valued at Net
Asset Value

Fair Value
Level 1

Fair Value
Level 3

$

20,511,193 $
90,910,559
62,097,988
78,196,420
116,063,327
10,551,961
109,565,606

69,681,459
62,097,988
63,634,620
116,063,327
10,551,961
107,174,179

$

20,511,193
21,229,100
14,561,800
-

$

2,391,427

$

487,897,054 $

429,203,534

$

56,302,093

$

2,391,427

Funds held by others

$

4,931,261 $

-

$

-

$

4,931,261

Assets and residual interests
under split-interest agreements

$

3,237,568 $

-

$

2,628,677

$

608,891

Funds restricted for expansion
project

$

7,431,224 $

-

$

-

$

7,431,224

Total investments

Many of the Museum’s investment funds contain clauses that under certain unusual circumstances
trustees and fund managers may limit distributions from the related fund. The Museum has not
experienced such limitations over distributions from its funds.
Unfunded commitments under various investment vehicles amounted to approximately $86 million at
June 30, 2020.
The Board has approved appropriations from its investment funds of $20,859,188 for fiscal year 2021
which management expects to fund from liquidity normally maintained within its portfolio.
Funds held by others consist primarily of marketable securities held by investment custodians and
managed by trustees. Assets and residual interests of split-interest agreements consist of charitable
remainder trusts invested in marketable securities and mutual funds by outside trustees, as well as assets
associated with charitable gift annuities.
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Notes to Financial Statements
Note 4 - Investments and Fair Values of Financial Instruments (Continued)
Investments may be redeemed on the following basis at June 30, 2020:
Under 90 days
90 days to 1 year
Over 1 year
Illiquid

$

279,745,606
99,670,590
33,710,619
74,770,239

Total

$

487,897,054

The changes in instruments measured at fair value for which the Museum has used Level 3 inputs to
determine fair value are as follows at June 30, 2020:
Funds Held
by Others
Balance as of January 1, 2020

$

Net unrealized gains (losses)
Net investment expenses
Purchases and additions
Sales
Change in value

Balance as of June 30, 2020

5,343,554

Residual
Interests
$

(412,293)

$

4,931,261

619,364

Private
Equity
$

(10,473)

$

608,891

2,498,750
(281,493)
(58,990)
278,436
(45,276)
-

$

2,391,427
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Notes to Financial Statements
Note 5 - Land, Buildings and Equipment
Land, buildings and equipment are carried at cost and consist of the following at June 30, 2020:

Land
Buildings
Capital improvements
Leasehold improvements
Furniture, fixtures and equipment
Historic houses

$

4,581,766
182,350,796
79,474,024
228,638
18,807,588
999,528

Total
Accumulated depreciation

286,442,340
(93,779,389)

Total
Construction in progress

192,662,951
6,881,986

Land, buildings and equipment, net

$

199,544,937

Depreciation expense was $4,517,104 for the period ended June 30, 2020.
Note 6 - Employee Benefit Plans
Defined Contribution Plan
The Museum has a qualified defined contribution plan covering all eligible employees. Employees
become eligible to participate after completing one year of service and attaining the age of 21. The
Museum contributes 6% (and in some cases higher amounts) of each eligible employee’s annual
salary. Expenses under this plan were $417,795 for the period ended June 30, 2020.
Deferred Compensation Plan
The Museum has a nonqualified 457(b) and 457(f) Plan for Board nominated eligible employees.
Elective deferrals by the eligible employee may be made to the plan along with elective amounts as
determined on an annual basis by the Board, up to the maximum permitted by law. Total employer
contributions to the plans were $44,530 for the period ended June 30, 2020. Distributions are made
upon termination of employment. Distributions made for the period ended June 30, 2020 totaled
$38,421.
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Note 7 - Notes Payable
Notes payable consisted of the following for the period ended June 30, 2020:
Massachusetts Development Finance Agency Revenue Note,
Peabody Essex Museum Issue, Series 2016, interest payable
monthly at a fixed rate of 3.25%, principal due in quarterly
installments of $550,000 starting May 2021 through
February 2046. This note is privately placed with a bank.

$

55,000,000

Massachusetts Development Finance Agency Revenue Note,
Peabody Essex Museum Issue, Series 2012, interest payable
monthly at a fixed rate of 2.75% with a one time adjustment in
2032 at a rate equal to the then 10 year U.S. Treasury securities
rate plus 1.25%, principal due in quarterly installments of
$243,000 starting 2013 through 2042. This note is privately
placed with a bank.

21,870,000

Fixed rate note with a bank, interest payable monthly at a fixed
rate of 4.35% with a one time adjustment in 2032 at a rate equal
to the then 10 year U.S. Treasury securities rate plus 2.5%,
principal due in quarterly installments of $21,335 starting
2013 through 2042.

1,920,180

Total outstanding notes

78,790,180

Less current portion of notes payable
Less bond issuance costs (net of amortization)
Note payable, net of current portion

1,607,341
383,691
$

76,799,148
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Notes to Financial Statements
Note 7 - Notes Payable (Continued)
The Museum
the Museum,
the Museum
maintenance
investments.

has pledged its gross receipts, accounts, equipment, inventory and general intangibles of
expressly excluding the Museum’s collections. Under the terms of the note agreements,
is subject to certain restrictive covenants involving additional indebtedness and the
of minimum levels of liquidity of net assets without donor restrictions, as defined, and

Principal payments on the notes payable are due as follows:
2021
2022
2023
2024
2025
Thereafter

$

1,607,341
3,257,341
3,257,341
3,257,341
3,257,341
64,153,475

$ 78,790,180

Interest expense was $1,268,748 for the period ended June 30, 2020.
Note 8 - Net Assets and Endowment Matters
Net Assets Without Donor Restrictions
Net assets without donor restrictions consist of the following at June 30, 2020:
Fixed assets - The value of buildings and equipment, net of depreciation, used in the Museum’s
operations. This amount is offset by outstanding liabilities related to the assets, such as notes
payable.
Board-designated - Funds set aside by the Board of Trustees for strategic purposes and to
function as endowment to support operations. These amounts may only be used with the approval
of the Board of Trustees.
Operating - Discretionary funds available for carrying on the operating activities of the Museum.
Fixed assets
Board-designated:
Functioning as endowment
Funds for strategic purposes
Operating

$

120,037,101
10,933,391
26,656,403
5,581,439

$

163,208,334
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Note 8 - Net Assets and Endowment Matters (Continued)
Net Assets With Donor Restrictions
Net assets with donor restrictions consist of the following at June 30, 2020:
Accumulated unspent gains on endowment funds - In accordance with standards for
accounting for investments and endowment funds held by not-for-profit organizations and with
Massachusetts state law, these amounts represent unappropriated net appreciation on
investments for endowments held in perpetuity.
Purpose restricted - Amounts received with donor restrictions which have not yet been
expended for their designated purposes.
Pledges receivable - Unconditional promises to give, either time restricted, purpose-restricted,
or restricted in perpetuity, to be received in future periods.
Funds held by others - Assets held in trust which are restricted in use by the donor or in
perpetuity for which the Museum is the beneficiary of annual distributions of income.
Split-interest agreements - Assets under split-interest agreements for which the remainder
interest, either unrestricted, purpose-restricted or restricted in perpetuity, will be received in future
periods.
Endowment principal - Amounts restricted by donors against any expenditure of principal.
Substantially all the income earned on principal may be used for general or donor-restricted
purposes and is recorded in net assets without donor restrictions or with donor restrictions, as
appropriate.
Historic houses - Historic house properties acquired by the Museum and the costs of initial
restoration are reflected as net assets with donor restrictions that are perpetual in nature given
the requirement to maintain these properties in perpetuity.
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Note 8 - Net Assets and Endowment Matters (Continued)
Net Assets With Donor Restrictions (Continued)
Composition of net assets with donor restrictions as of June 30, 2020 is as follows:
Spendable funds with time and purpose restrictions:
Restricted for programs and collections
Restricted for strategic purposes, including expansion project
Pledges receivable on amounts with time and purpose restrictions
Funds held by others with purpose restrictions
Split-interest agreements with purpose restrictions

$

Endowment funds (*):
Unrealized accumulated unspent gains on endowment funds:
In general support of the Museum
With purpose restrictions
Functioning as endowment for program support

96,571,897
16,311,583
4,847,117

Endowment funds restricted in perpetuity:
In general support of the Museum
With purpose restrictions
Funds held by others
Split-interest agreements

293,257,634
21,399,508
3,761,271
1,665,744

Pledges receivable for amounts to be restricted in perpetuity
Historic houses held in perpetuity

Total net assets with donor restrictions

10,204,169
15,290,233
1,626,483
1,169,990
679,910

1,994,999
999,528

$

469,780,066

(*) Total endowment funds amounted to $437,814,754 as of June 30, 2020. Endowment in general
support of the Museum includes $75,000,000 of funds which are directed to support activities
in the Museum’s core collection areas. Other restrictions specify how funds may be invested.
The Museum is in compliance with all donor restrictions and will maintain such compliance for
the period of time required in the gift agreements; accordingly, such funds have been included
in the net assets of the Museum.
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Note 8 - Net Assets and Endowment Matters (Continued)
Net Assets With Donor Restrictions (Continued)
Net assets with donor restrictions were released upon satisfaction of restrictions for the following
purposes for the period ended June 30, 2020:

Satisfaction of restrictions:
Programs and collections purposes
Strategic purposes, including expansion project

$

946,567
857,679

$

1,804,246

Releases of net assets with donor restrictions are reported on the statement of activities as follows
for the period ended June 30, 2020:

Operating support and revenue:
Satisfaction of program restrictions
Nonoperating activities:
Plant related satisfaction of program restrictions
Satisfaction of program restrictions - collection items

$

494,961
1,273,545
35,740

$

1,804,246
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Note 8 - Net Assets and Endowment Matters (Continued)
The following represents required disclosure relative to the composition and activities of endowment and
funds functioning as endowment (including funds held by others) for the period ended June 30, 2020:
Net Assets
Without Donor
Restrictions
Endowment assets and those functioning
as endowment assets, beginning of year
Gifts and additions (excluding
non-cash pledge activity)
Investment returns:
Interest and dividends, net of investment
expenses
Net realized and unrealized gains
Total investment returns
Expenditures:
Amounts appropriated
Change in investments
Endowment assets and those functioning
as endowment assets, end of year

Net Assets
With Donor
Restrictions

$ 12,316,348 $ 458,328,247 $

Total
470,644,595

-

33,850

33,850

10,825
(301,691)
(290,866)

460,443
(10,327,508)
(9,867,065)

471,268
(10,629,199)
(10,157,931)

(1,092,091)

(10,680,278)

(11,772,369)

(1,382,957)

(20,513,493)

(21,896,450)

$ 10,933,391 $ 437,814,754 $

448,748,145

Note 9 - Commitments and Contingencies
The Museum is involved in legal actions in the ordinary course of business. In the opinion of
management, there are no legal proceedings pending against or involving the Museum whose outcome
is likely to have a material adverse effect upon the financial statements of the Museum.
The Museum had construction contract commitments totaling $122,965 at June 30, 2020.
On March 11, 2020, the World Health Organization declared the outbreak of coronavirus (COVID-19) a
pandemic. The Museum made the determination to close the Museum to the public and suspend all
events effective March 12, 2020. The Museum implemented expense reduction measures across the
organization in response to the decrease in operating revenue. The Museum reopened to the public at
reduced capacity subsequent to year end on July 16, 2020. Management is uncertain of the forward
effects of this event on its future attendance and other activities. The pandemic has negatively impacted
operating results through the date of issuance of this report and is expected to continue until such time
as the Museum is able to achieve similar past patterns of attendance and other activities.
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Note 10 - Related Party Transactions
The Museum has a mortgage note receivable from an officer of the Museum as follows at June 30, 2020:
Mortgage note

$

400,000

In 2019, a five year mortgage note was executed with an officer of the Museum in the amount of
$500,000, with interest accrued at 3.0% and annual principal payments of $100,000 due each June 30
during the term of the note. The payment due on June 30, 2020 was forgiven via board vote. The note
is secured by real estate.
Note 11 - Paycheck Protection Program
On April 17, 2020, the Museum applied for a forgivable loan of $2,507,000 under the Paycheck Protection
Program as provided under the Federal Coronavirus Aid, Relief and Economic Security Act (the “CARES
Act”). Under the terms of the agreement, the balance is forgivable to the extent the proceeds are used
for payroll, rent and utility costs for the 8 week period through June 18, 2020 and that certain employment
levels are maintained. Through June 30, 2020, the Museum has used all of the proceeds for payroll costs,
therefore the entire loan amount has been reported as grant revenue rather than as a loan payable. The
Museum expects formal forgiveness in 2021.
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