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GaryMcGee & Co.

CERTIFIED PUBLIC ACCOUNTANTS

LETTER TO THE BOARD OF DIRECTORS

The Board of Directors
Oregon Historical Society:

We have audited the consolidared financial statements of the Oregon Historical Society and
Subsidiary as of and for the year ended December 31, 2009, and have issued our report thereon
dated March 19, 2009. Our professional standards require that we communicate with you con-
cerning certain matters that may be of interest to you in fulfilling vour obligation to oversee the
financial reporting and disclosure process for which management is responsible. We have pre-
pared the following comments to assist vou in fulfilling that obligation.

i

The Auditors’ Responsibility Under Professional Standards

Qur responsibility under generally accepred audiring standards is to conduct an audit with
the objecrive of forming and expressing an opinion as to whether the presentation of the fi-
nancial statements, taken as a whole, conforms with generally accepted accounting princi-
ples. An audit conducted in accordance with generally accepted auditing standards is de-
signed to obtain reasonable, rather than absolute, assurance about whether the financial
statements are free of material misstatement, whether caused by error or fraud. We have
no responsibility to plan and perform the audit to obtain reasonable assurance that mis-
statements that are not material to the financial statements, wherher caused by error or
fraud, are detected. Furthermore, the audit does not relieve management or those charged
with governance of their responsibilities.

In planning and performing our audirt of the financial statements, we considered the Soci-
ety’s internal control over financial reporting as a basis for designing audit procedures for
the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the organization’s internal control over fi-
nancial reporting. Accordingly, we express no such opinion.

Significant Accounting Policies and Unusual Transactions

The organization’s significant accounting policies are disclosed in the notes accompanying
the financial statements. During the vear ended December 31, 2009 there were no changes
in previously adopted accounting policies or their application, nor were there any signifi-
cant unusual transactions or transactions in controversial or emerging areas for which there
1s a lack of authorirative guidance or consensus.
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Management Judgments and Accounting Estimates

Accounting estimates are an integral part of financial statements prepared by management,
and are based upon management’s current judgments. Those judgments are normally
based on knowledge and experience about past and current events, as well as assumprions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events af-
fecting them may differ markedly from management’s current judgments. Qur responsibil-
ity is to determine that the Board of Directors is informed about the process used by man-
agement in formulating particularly sensitive accounting estimates and abour the basis for
our conclusions regarding the reasonableness of those estimates.

The significant accounting estimates contained in the Sociery’s financial statements as of
and for the vear ended December 31, 2009 include, among others, (1) the collectibility of re-
ceivables, (2) the valuation of the beneficial interest in assets held by the Oregon Commu-
nity Foundation, (3) the valuation of assets related to split-interests agreements and the re-
lated liabilities to beneficiaries, (4) the net carrving value of inventories. (5) depreciation
expense, (6) the fair value ascribed to in-kind gifts, and (7) the funcrional allocation of ex-
penses.

Year-End Closing Entries, Significant Audit Adjustments, and Uncorrected
Misstatements

Certain adjustments have been made to the Society’s financial statements that were identi-
fied during the audit. In our judgment, these adjustments, either individually or in the ag-
gregare, had a significant quantitative or qualitative effect on the Society’s financial report-
ing process. For purposes of this section, an audit adjustment, whether or not recorded by
the Society, is a proposed correction of the financial statements that, in our judgment and
unless otherwise noted, may not have been detected except through the auditing procedures
performed.

In addition to these adjustments, we also prepared certain vear-end closing entries for the
Society at management’s request. These adjustments also are summarized below:

Increase in net assets according to the

December 31, 2009 general ledger § 590,660
Year-end closing entries:

Adjust the carrying value of beneficial interest in trusts 86,785

Adjust depreciation expenses (Jefferson-Madison) 516

Record a 2009 income tax refund receivable (Jefferson-Madison) 14,032

Total vear-end closing adjustments $ 101,33
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Audit adjustments:
To record the net cash surrender value of

a donated life insurance policy $ 113353

To capitalize donated equipment 23,343
To record the Portland Mall Revitalization tax assessment (22,529)
To correct parking garage rental income (3,570)
Total audit adjustments 108,797
Tortal closing and audit adjustments 210,130

Increase in net assets according to the
December 31, 2009 financial statements S 800,790

In addition to these adjustments, we reclassified $249,513 from temporarily restricted net
assets to unrestricted net assets related to repayments to unrestricted net assets for under-
water endowment funds, as well as $46,186 related to the release of restrictions associated
with a distribution received from terminated charitable trusts for financial reporting pur-
poses.

Finally, it also is our responsibility to inform the Board of Directors about any uncorrected
misstatements aggregated during the current engagement and pertaining to the latest period
presented that were determined by management to be immaterial, both individually and in

the aggregate, to the financial statements taken as a whole. The uncorrected misstatements
are summarized as follows:

Record (as prepaid expenses) deposits made on upcoming exhibits 5 43,168
Net reclassification of temporarily restricred
net assets to unrestricred ($15.000) -

Understatement of decrease in net assets S 3,168

The Board of Directors should be aware that matters underlying adjustments proposed by
us but not recorded by the Sociery could potentially cause future financial statements to be
materially misstated, even though we have concluded that the adjustments are not material
to the current financial statements.

No Disagreements With Management

We had no disagreements with management regarding the application of accounting princi-
ples, the basis for management’s judgments about accounting estimates, the scope of our
audit, disclosures to be included in the financial statements, or the wording of our report on
the financial statements that, if not satisfactorily resolved, would have caused a modifica-
tion of our independent accountants’ report on the Society’s financial statements.
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No Consultation With Other Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters. Management has informed us that there were no consultations
with other independent public accountants regarding accounting or auditing marters relat-
ing to the current audit period.

No Significant Issues Discussed With Management Prior to Engagement

We generally discuss a variety of matters, including the application of accounting principles
and auditing standards, with management each vear prior to our retention as the Society’s
independent accountants. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition of our retention.

No Difficulties Encountered in Performing the Audit

We experienced no difficulties working with management during the performance of our
audit. We received the full cooperation of management and staff.

Material Written Communications

Enclosed you will find a copy of our firm’s management letter. In addition to this letter,

management can provide you with copies of other material written communications from
our firm, including the engagement letter and the management representation letter.

This report is intended solely for the information and use of management, the Board of Direc-
tors, and others within the Society, and is not intended to be and should not be used by anvone
other than these specified parties.

/&459.

March 19, 2010
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GaryMcGee & Co.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors
Oregon Historical Society:

We have audited the accompanving consolidated statement of financial position of the Oregon Historical Society
and Subsidiary as of December 31, 2009, and the related consolidated statements of activities, functional expenses,
and cash flows for the vear then ended. These consolidated financial statements are the responsibility of the Ore-
gon Historical Society’s management. Qur responsibility is to express an opinion on these financial statements
based on our audit. The prior vear summarized comparative information has been derived from the consolidated
financial statements of the Oregon Historical Society and Subsidiary as of December 31, 2008 and, in our report

dated March 19, 2009, we expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance abour 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 pur-
pose of expressing an opinion on the effectiveness of the Oregon Historical Society’s internal control over finan-
cial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evi-
dence 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 presentarion.

We believe that our audit provides a reasonable basis for our opinion.,
In our opinion, the 2009 consolidared financial statements referred to above present fairly. in all material respects,
the financial position of the Oregon Historical Society and Subsidiary as of December 31, 2009, and the changes

in their net assets and their cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States.

/@._ ¥ o,

March 19, 2010
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OREGON HISTORICAL SOCIETY AND SUBSIDIARY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2009
(WITH COMPARATIVE AMOUNTS FOR 2008)

2009 2008
Assets:
Cash and cash equivalents $ 1.353,342 1,738,369
Contributions and grants receivable (note 4) 193,330 726,125
Accounts receivable 44,341 33,120
Prepaid expenses 153.226 163,678
Inventories 101.660 63.506
Other assets 113,353 -
Investments, at fair marker value (note 3) 2,327,325 2.325.865
Beneficial interest in assets held by the
Oregon Community Foundation (note 6) 6,593,645 5,371,577
Beneficial interest in charitable trusts (note 7) 590,791 533,723
Land, buildings and equipment (notes 8 and 10) 10.328,570 10,474,163
Collections (note 9)
Total assets § 21,799,583 21,432.126
Liabilities:
Accounts pavable and accrued expenses 200,339 512,445
Deferred revenue 28,151 74.800
Liability to trust beneficiaries (note 7) 36,597 33.024
Long-term debrt (note 10) 2,686.371 2,739,050
Deferred compensation (note 11) 68.164 93.63
Total liabilities 3.019.622 3,452,933
Net assets:
Unrestricted:
Board-designated reserves (note 12) 2,577,249 2,551,415
Cumulative endowment losses (note 12) (787.826) (1.963.432)
Net investment in capiral assets 7,101.282 7,180.050
Ner investment in operating subsidiary (note 13) 645,860 588.805
Total unrestricted 9.536.565 8,356,838
Temporarily restricted (note 12) 1,158,017 1.638,417
Permanently restricted for endowment (note 12) 8.085,37 7,983,916
Tortal net assets 18,779.961 17,979,171

Commitments and contingencies (notes 10, 11 and 19)

Total liabilities and net assets

$ 21,799.583

21,432,126

See accompanving notes to consolidated financial statements.



OREGON HISTORICAL SOCIETY AND SUBSIDIARY

CONSOLIDATED STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2009
(WITH COMPARATIVE TOTALS FOR 2008)

2009
Temporarily Permanentiy
Unrestricted restricted restricted Total 2008

Public support:

Contributions and grants $ 1.331.851 700,877 - 2,032,728 2,820,644

Special events 104,963 - - 104,963 -

Memberships 259,566 - - 259,566 314,649

State appropriation 665,918 - - 663,918 1,400,000

Other local government funding 18,374 197,576 - 215,950 195,988
Total public support 2,380,672 898.433 - 3,279,125 4,731,281
Revenues and gains:

Admissions 146,788 = - 146,788 167,055

Product sales 306,735 - - 306,735 305,708

Rental income 589,610 - - 589.610 529,175

Investment income 3.626 14.861 - 18.487 96,769

Other 64,502 - - 64.502 66,025
Total revenues and gains 1,111,261 14,861 - 1,126,122 1,164,732
Appropriation of endowment assets

for expenditure (note 12) - 9.183 - 9.183 71,400
Net assets released from restrictions

for operating purposes (note 14) 1.376,556 (1.376.556) = = -
Total revenues, gains and other support  4.868.489 (454,059) - 4,414,430 35.967 413
Expenses (note 15 ):

Program services 3,183,743 - - 3,183,743 4,082,545

Supporting services 1,364,167 5= = 1,364,167 1,518,164

Jefferson-Madison Corporation 613,551 - - 613,351 575313
Total expenses S.161,461 - = 5.161,461 6.176,022
Net operating results $  (292,972) (454.039) - (747.031) (208,609)

Continued



OREGON HISTORICAL SOCIETY AND SUBSIDIARY

CONSOLIDATED STATEMENT OF ACTIVITIES (CONTINUED)

YEAR ENDED DECEMBER 31, 2009
(WITH COMPARATIVE TOTALS FOR 2008)

2009
Temporarily Permanently
Unrestricted restricted restricted Total 2008
Non-operating activities:
Endowment gifts S - - 14,678 14,678 40,922
Contributions restricted for
capital acquisition = 200,000 = 200,000 -
In-kind contributions of capital assets 23,543 - = 23.543 -
Net change in the beneficial interest in
assets held by the Oregon
Community Foundation (note 6) 1,175,606 46,462 - 1.222,068 (2,131,566)
Net change in the fair value of
split-interest agreements - 9,930 86,785 96,715 (194,027)
Nert gain on the sale of
collection items - - - - 167,200
Appropriation of endowment assets
for expenditure (note 12) - (9,183) - (9,183) (71,400)
Net assets released from restrictions
for capital acquisition (note 14) 273,550 (273.550) - - -
Total non-operating acrivities 1,472,699 (26.341) 101,463 1,547,821 (2,188.871)
Increase (decrease) in net assets 1.179,727 (480,400) 101.463 800.790 (2,397.480)
Net assets at beginning of vear 8,356,838 1,638,417 7,983,916 17,979,171 20,376,631
Net assets at end of vear $ 9.536.565 1.158.017 8.085.379 18,779,961 17,979,171

See accompanying notes to consolidared financial statements.



OREGON HISTORICAL SOCIETY AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2009
(WITH COMPARATIVE TOTALS FOR 2008)

~ Program services

Research

- o - services Exhibits Education Total
Salaries and relared costs $ 506,781 621.001 288,809  1.416.591
Professional services 16,012 250.176 15,060 281.248
Supplies 9.064 85.040 4,470 98,574
Printing = 43,768 37,621 83.389
Telephone - 317 - 317
Computer and network 8,761 60 2,282 11,103
Postage and shipping (159) 25,600 7,576 33,017
Rental of equipment 315 8,755 5,111 14,181
Repair, maintenance and utilities - - - -
Travel and transportation 3 37,926 11,604 50,109
Training, subscriptions and dues 441 350 105 1.096
Advertising and promotion o~ 79,571 2,930 82.501
Production and purchase costs - 107.658 5,641 113,299
Collection acquisition costs (note 9) 17,623 4,151 - 21,774
Insurance - — - =
Taxes (note 16) - - - -
Interest - - - -
Orther 19,287 17,730 263 37,280
Total expenses before depreciation and

allocation of facility, security, communication,

and other program support costs 578,704 1,284,303 381,472 2.244479
Depreciation 178,175 274,948 31.084 484,207
Allocation of facility, security,

communication, and other

program support costs 167.874 255,639 31,544 455,057
Total expenses S 924,753 1,814,890 444,100  3.183.743

See accompanying notes to consolidated financial statements.



2009

Supporting services Jefferson-
Admini- Fund- Madison
stration raising Total Corporation ~ Total 2008
522,981 319,287 842.268 — 2,258,859 2,691,463
158,860 28,801 187.661 212,326 681,235 1,172,612
32,230 48,313 80,543 1,625 180,742 134,570
71 20,488 21,159 - 104,548 123,453
21,159 = 21,159 5.878 27,354 36,250
98,018 - 98,018 = 109,121 109,478
2,975 53,397 56,372 214 89.603 62,938
30,992 800 31,792 = 45,973 39172
117.200 1,111 118,311 239,272 357,533 347,146
9.068 5,425 14,493 - 64,602 70,201
11,253 52 11,305 - 12,401 13,813
651 46.351 47,002 771 130,274 150,945
= = — = 113:299 107.386
= = = = 21,774 45,694
54,245 = 54,245 13,302 67,547 70,700
26,141 = 26,141 107,252 133,393 138,122
142,083 - 142,083 = 142,083 147,641
10,646 5.210 15,856 10,279

63.415 59,596

1,239,173 529,235 1,768,408 590,869 4,603,756 5,521,180

31,397 19,419 50,816 22,682 357705 654,842

(477,490) 22,433 (455.057) - - -

793,080 371,087 1,364,167 613,551  5.161.461  6.176.022




OREGON HISTORICAL SOCIETY AND SUBSIDIARY

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2009
{WITH COMPARATIVE TOTALS FOR 2008)

2009 2008
Cash flows from operating activities:
Cash received from contributors, grantors and members § 3.688.017 4,455,245
Cash received from admissions and service recipients 449,653 543,617
Investment income received 18.487 96,769
Other receipts 654,112 762,400
Cash paid to emplovees and suppliers (4.806.,424) (5,434.965)
Cash paid for interest (135,348) (138,907)
Nert cash provided by (used in) operating activities (131,503) 284,159
Cash flows from investing activities:
Purchase of capital assets (388.569) (161.054)
Purchase of investments - (40.922)
Reinvestment of investment income (1,460) (59.113)
Net cash used in investing activities (390.029) (261.089)
Cash filows from financing activities:
Proceeds from contributions restricted
for long-term investment and capital acquisition 214.678 181,140
Payments to trust beneficiaries (2,965) (3,375)
Retirement of long-term debt (75,208) (71,547)
Net cash provided by financing acuvities 136,505 106,218
Net increase (decrease) in cash and cash equivalents (385.027) 129,288
Cash and cash equivalents at beginning of vear 1,738,369 1,609,081
Cash and cash equivalents at end of vear 5 1,353,342 1,738,369

See accompanying notes to consolidated financial statements.



OREGON HISTORICAL SOCIETY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2009

1.

Organization

The Oregon Historical Society has been collect-
ing, preserving, exhibiting, and publishing Ore-
gon’s history for over 100 years. Today, the Soci-
ery’s complex is a landmark in the hearr of Port-
land’s Cultural District, and offers Oregon’s rich
multiculrural history through museum exhibi-
tions, research collections, publications, and pub-
lic programs. The Park Blocks facility also serves
as the Sociery’s headquarters, housing the history
museum’s multiple galleries, the research library,
and the Society’s administrative offices, as well as
the Education Program.

The Society also owns and operates a 100,000
square foot collections support facility in east
Multnomah County, where the bulk of its collec-
tions are processed and managed for exhibirion
and research use, one of the best such facilities in
the United States.

In addition, the Society has relocated its museum
store to the main entry pavilion to increase visibil-
itv, access and sales, and is in the process of leas-
ing surplus retail and office space in its North
Wing to ensure efficient space use and maximize
revenue generation from its real property assets.

The Society currently enjoys a membership of ap-
proximately 4,785 members.

Program Services

During the vear ended December 31, 2009, the So-
ciety incurred program service expenses in the fol-
lowing major categories:

Research Services — The Research Library of
the Oregon Historical Society offers an unparal-
leled collection concerning the history of Oregon
and the region. It contains more than 35,000
books, 25,000 maps, 2.5 million photographs and
negatives, 8 million feet of film, 8,000 oral history
tapes, and 12,000 linear feet of manuscripr mare-
rial. These collections. along with thousands of
serials, journals, newsletters, government docu-
ments, posters, and microfilm materials, broaden
and enrich the understanding and interpretation
of the cultural, political, religious, social, eco-
nomic, scientific, and technological life in Ore-
gon. In 2009, the Research Library, operating 12
hours a week, served over 1,348 patrons in person
and via mail and electronic media from all over
the world.

The Society’s library staff has caraloged thou-
sands of books, ephemera, oral histories, manu-
scripts, and image collections, and made them
available on the Society’s website for easy access
by patrons. The Library has digirized over 20,000
individual photographs from its collection, in-
cluding Oregon cities and towns and all 7,000 im-
ages from its ships collection. The Research Li-
brary provides research support to all Society pro-
grams and departments.

Exhibits — The Society collects, preserves, docu-
ments, and exhibits the state’s marerial culture
with more than 85,000 artifacts. Its major per-
manent exhibition, Oregon My Oregon, has won
two national awards — an Award of Merit from
the American Association for State and Local His-
tory, and a MUSE award from the American As-
sociation of Museums Media and Technology
Committee. The Society mounts eight to ten trav-
eling and temporary exhibitions on varied themes
per vear. The on-site exhibits are shown in its
seven galleries. The Society also loans objects to
more than 30 historical institutions on a vearly
basis. In 2009, 39.064 visitors came to the Oregon
Historical Society to view its exhibits and partici-
pate in various programs.
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The Society publishes the Oregon Historical
Quarterly, which has been a benefit of member-
ship since 1900. The Quarterly is a peer-reviewed,
public history journal that brings documented his-
tory about Oregon and the Pacific Northwest to
both scholars and a general audience. The Quar-
terly is supported by an advisory committee com-
prised of scholars, public historians, and educa-
tors from throughout the state.

Education — In 2001, the Society began a dynamic
education program, the Teaching Oregon History
Project. Using the rich resources of the Society’s
research library and archives, the project identifies
primary source materials that engage the imagina-
tions and intellects of Oregon’s students. Narra-
tives, documents, biographies, lesson plans, and
curricula are made available through the Society’s
website and in print. In addition, the Society dis-
tributes existing curriculum materials to public
and private schools in Oregon, including artifact
kits and slide shows; it arranges school tours of
the museum galleries and library, and presents
education workshops. The Oregon History Fro-
ject received the CLIO Award from the American
Library Association, and two national awards
from the National Council of State Historic Pres-
ervation Officers. The Education program served
5,498 students from some 90 different schools and
15 various vouth groups in 2009, and 723 adults in
docent led tours (these numbers included within
the overall visitation numbers given above).

Affiliates — The Society works closely with more
than 160 affiliate societies and historical museums
located throughout the state to provide informa-
tion and technical support in historical agency
management activities and works with and sup-
ports the Oregon Century Farm & Ranch Pro-
gram, the Oregon Geographic Names Board. the
Oregon Cultural Trust, and the Oregon Heritage
Commission.

3. Summary of Significant Accounting

Policies

The significant accounting policies followed by
the Oregon Historical Society are described below
to enhance the usefulness of the financial starte-
ments to the reader.

Basis of Accounting — The accompanving finan-
cial statements have been prepared on the acecrual
basis of accounting in accordance with generally
accepted accounting principles and the principles
of fund accounting. Fund accounting is the pro-
cedure by which resources for various purposes
are classified for accounting purposes in accor-
dance with actvities or objectives specified by do-
nors.

Principles of Consolidation — The accompanving
financial statements include the accounts of the
Society and its whollv-owned, for-profit subsidi-
ary, the Jefferson-Madison Corporation. All sig-
nificant intcrcompany investments, accounts and
transactions have been eliminated.

The accompanying financial statements do not in-
clude the accounts of the Oregon Historical Soci-
etv-UK Trust, a separately governed entity with
registered offices in England and Wales. The So-
ciety does not control or direct the actions of the
Trust.

Basis of Presentation — The Sociery has adopted
the provisions of Financial Accounting Standards
Board (“FASB”) Accounting Standards Codifica-
tion (“ASC”) No. 958-605, Revenue Recognition,
and FASB ASC No. 938-203, Presentation of Fi-
nancial Statements. Under these provisions, net
assets and all balances and transactions are pre-
sented based on the existence or absence of donor-
imposed restrictions. Accordingly, the net assets
of the Society and changes therein are classified
and reported as follows:



o Unrestricted net assets — Net assets not subject
to donor-imposed stipulations.

o Temporarily restricted net assets — Net assets
subject to donor-imposed stipulations that will
be mer either by actions of the Society and/or
the passage of time. These balances represent
the unexpended portion of externally restricred
contributions and investment return to be used
for specific programs and activities, such as ex-
hibitions, education programs, or research, as
directed by the donor.

® Permanently restricted net assets — Net assets
subject to donor-imposed stipulations that they
be maintained permanently by the Society.
Generally, the donors of these assets permit the
Society to use all or part of the income earned
on related investments for general or specific
purposes.

Expenses are reported as decreases in unrestricted
net assets. Gains and losses on investments and
other assets or liabilities are reported as increases
or decreases in unrestricted net assets unless their
use 15 restricted by explicit donor stipulation or by
law. Expirations of temporary restrictions on net
assets (i.¢., the donor-stipulated purpose has been
fulfilled and/or the stipulated time period has
elapsed) are reported as net asscts released from
restrictions.

Use of Estimates — The preparation of financial
statements in conformity with generally accepred
accounting principles requires that management
make estimates and assumptions that affect the
reported amounts of assets and liabilities, the dis-
closure of contingent assets and liabilities at the
date of the financial statements, and the reported
amounts of revenues and expenses during the re-
porting period. Actual results could differ from
those estimates.

Contributions — Contributions, which include un-
conditional promises to give (pledges), are recog-
nized as revenues in the period received. Condi-
tional promises to give are not recognized unil
they become unconditional, that is when the con-
ditions on which they depend are substantially
met. Contributions of assets other than cash are
recorded at their estimated fair value.

Contributions of capital assets without donor
stipulations concerning the use of such long-lived
assets are reported as revenues of the unrestricted
net asset class. Contributions of cash or other as-
sets to be used to acquire capital assets with such
donor stipulations are reported as revenues of the
temporarily restricted net asset class; the restric-
nons are considered to be released at the time of
acquisition of such long-lived assets.

Benefits Provided to Donors at Special Events
— The Society conducts special fundraising events
in which a portion of the gross proceeds paid by
the participants represents payment for the direct
cost of the benefits received by participants at the
event. Unless a verifiable, objective means exists
to demonstrate otherwise, the fair value of meals
and entertainment provided at special events is
measured at the actual cost to the Society.

In-Kind Contributions — Significant services re-
ceived which create or enhance a non-financial as-
set or require specialized skills that the organiza-
tion would have purchased if not donared are rec-
ognized in the statement of activities. During the
year ended December 31, 2009, the Society re-
corded $748 in donated accounting and legal ser-
vices.

In-kind donations of equipment and other materi-
als are recorded when there is an objecrive basis
upon which to value the contribution and where
the contribution is an essential part of the organi-
zarion’s activities. During the vear ended Decem-
ber 31, 2009, the Society recorded $3,987 in do-
nated materials and $23,543 in donated building
IMProvements.

11
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Cash Equivalents — For purposes of the financial
statements, the Society considers all liquid in-
vestments having initial maturities of three
months or less to be cash. Only the balances held
in the Society’s operating checking account are re-
ported in the accompanving statement of financial
position as cash and cash equivalents. All other
cash and cash equivalent balances, including unre-
stricted and temporarily restricted funds invested
in money market funds that will be used to sausfy
current operational requirements, are classified as
INVestments.

Investments — Investments are carried at marker
value. The ner change in the fair value of invest-
ments, which consists of the realized gains or
losses and the unrealized appreciation (deprecia-
tion) of those investments, is reported in the
statement of activities. Investment income 1s ac-
crued as earned, and is presented net of invest-
ment advisory fees. Security transactions are re-
corded on a trade date basis.

Inventories — Inventories, which consist primar-
ily of inventories held for sale by the Sociery’s gift
shop, are carried at the lower of cost or market
value. Cost is determined using the average cost
method.

Capital Assets and Depreciation — Land, build-
ings and equipment are carricd ar cost, and at
marker value when acquired by gift. The cost and
accumulated depreciation for property and
equipment sold, retired, or otherwise disposed of
are relieved from the accounts, and resulting gains
or losses are reflected in income. Depreciation 1s
eenerally provided on a straight-line basis over the
estimated useful lives of the respective assets,
which is 31 vears for buildings and three to seven
years for furniture and equipment.

Revenue Recognition — All contributions and
grants are considered available for unrestricted
use unless specifically restricted by the donor.
Service revenues are recognized at the time ser-
vices are provided and the revenues are carned.
Bequests are recorded as revenue at the time the
Society has an established right to the bequest and
the proceeds are measurable. Membership pay-
ments received from Society members are consid-
ered equivalent to unrestricted contributions and
are recognized as revenue when received.

Outstanding Legacies — The Society is the bene-
ficiary under various wills and trust agreements,
the total realizable amounts of which are not
presently determinable. The Sociery’s share of
such bequests is recorded when the probate courts
declare the testamentary instrument valid and the
proceeds are measurable.

Beneficial Interest in Charitable Trusts — The
Society receives contributions of property in
which the donor or donor-designated beneficiary
may retain a life interest. The assets are invested
and administered by either a trustee or the Soci-
ety, and distributions are made to the beneficiaries
during the term of the agreement. These funds are
generally invested in mutual funds, and the Soci-
ety records its interest in these trusts at fair value
based on estimared future cash receipts. Initial
recognition and subsequent adjustments to the as-
sets’ carrying values are reported as a change in
the value of split-interest trusts in the accompany-
ing financial statements, and are classified as
permanently restricted, temporarily restricted, or
unrestricted depending on the existence of donor-
imposed purpose or time restrictions, if any.

Obligations Under Split-interest Agreements —
Obligations under split-interest agreements arc re-
corded when incurred at the present value of the
distributions to be made to the donor-designated
beneficiaries. Distributions are paid over the lives
of the beneficiaries or another specified period.
Present values are determined using discount rates
established by the Internal Revenue Service and
actuarially determined expected lives. Obliga-
tons under split-interest agreements are revalued
annually at December 31 to reflect actual experi-
ence; the discount rate is not changed. The net
revaluations, together with any remaining re-
corded obligations after all trust or gift obliga-
tions under terminated agreements have been sat-
isfied, are recorded as net changes in the value of
split-interest agreecments.

Advertising and Promotional Expenses — Ad-
vertising and promortional costs are charged to
expense as they are incurred. Advertising ex-
penses totaled $130,274 for the year ended De-
cember 31, 2009.




‘Endowment Funds and Interpretation of
Relevant Law — Effective January 1, 2008, the
State of Oregon adopted the Uniform Prudent
Management of Institutional Funds Act (*UP-
MIFA™”) which governs Oregon charitable institu-
tions with respect to the management, investment
and expenditure of donor-restricted endowment

funds.

The Board of Directors has interpreted Oregon’s
adoption of UPMIFA as requiring the Society to
adopt investment and spending policies that pre-
serve the fair value of the original gift as of the
date of gift, absent explicit donor stipulations to
the contrary. Although the Society has a long-
term fiduciary duty to the donor (and to others)
for a fund of perpetual duration, the preservation
of the endowment’s purchasing power is only one
of several factors thar are considered in managing
and investing these funds. Furthermore, in accor-
dance with UPMIFA, a portion of the endow-
ment’s original gift may be appropriated for ex-
penditure in support of the restricted purposes of
the endowment if this is consistent with a spend-
ing policy that otherwise satisfies the requisite
standard of prudence under UPMIFA.

As a result of this interpretation, the Society clas-
sifies as permanently restricted net assets (1) the
original value of gifts donated to the permanent
endowment, (2) subsequent gifts to the endow-
ment, and (3) accumulations made pursuant to the
direction of the applicable donor gift instrument
at the time the accumulation is added to the fund.

Net earnings (realized and unrealized) on the in-
vestment of endowment assets are classified as
temporarily restricted until those amounts are ap-
propriated for expenditure by the Society in a
manner consistent with the standard of prudence
prescribed by UPMIFA and until expended in a
manner consistent with the purpose or time re-
strictions, if any, imposed by the donor. Any in-
vestment return classified as permanently re-
stricted represents only those amounts required to
be retained permanently as a result of explicit do-
nor stipulations.

With regard to endowment losses or appropria-
tions in excess of the fair value of the original gift,
in accordance with FASB ASC No. 958-320, In-
vestments—Debt and Equity Securities, the por-
tion of a donor restricted endowment that is clas-
sified as permanently restricted is not reduced by
losses on the investments of the fund, except to
the extent required by the donor, including losses
related to specific investments that the donor re-
quires the Society to hold in perpetuity. Similarly,
the amount of permanently restricted net assets is
not reduced by the Society’s appropriations from
the fund. In the absence of donor stipulations or
law to the contrary, losses or appropriations of a
donor-restricted endowment reduce temporarily
restricted net assets to the extent that donor-
imposed temporary restrictions on net apprecia-
tion of the fund have not been satisfied before the
loss or appropriation occurs. Any remaining loss
or appropriation reduces unrestricted net assets.

In accordance with UPMIFA, the Board of Direc-
tors has adopted investment and spending policies
for endowment assets that attempt to provide a
predictable stream of funding to the programs and
operations supported by its endowment, while
also secking to maintain the long-term purchasing
power of the endowment assets. Therefore the
Board of Directors considers the following factors
in making a determination to appropriate or ac-
cumulate donor-restricted endowment funds:

® The duration and preservation of the fund;

e The purposes of the Sociery and the fund;

e General economic conditions;

e The possible effect of inflation and deflation;

¢ The expected toral return from income and the
appreciation of investments;

¢ Other resources of the Society; and

e The investment policies of the Society.

To meer that objective, the Society’s policies limit
the spending of investment income and apprecia-
ton to a maximum of 5.0% of the average fair
value of such investments measured over a thir-

teen-quarter trailing average.
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During the vear ended December 31, 2009, the So-
ciety’s Board appropriated $9,183 for expenditure,
which is less than the amount permitted by the
Society’s policy. See note 12.

Concentration of Credit Risk — The Society’s in-
vestments consist primarily of money market
funds. These financial instruments may subject
the Society to concentrations of credit risk as,
from time to time, cash balances may exceed
amounts insured by the Federal Deposit Insurance
Corporation. The market value of securities 1s
dependent on the ability of the issuer to honor its
contractual commitments, and the investments are
subject to changes in market values.

Certain receivables may also subject the Society to
concentrations of credit risk. To minimize its ex-
posure to significant losses from customer or do-
nor insolvencies, the organization’s management
evaluates the financial condition of its customers
and donors, and monitors concentrations of credit
risk arising from similar geographic regions, ac-
tivities, or economic characteristics. When neces-
sary, receivables are reported net of an allowance
for uncollectible accounts.

Finally, the Society’s beneficial interest in assets
held by the Oregon Community Foundation
(“OCF”) is dependent upon changes in the market
value of the underlying investments and the ability
of OCF to honor its commitment.

Subsequent Events — As required by FASB ASC
No. 855, Subsequent Events, subsequent events
have been evaluated by management through
March 19, 2010, which is the date the financial
statements were available to be issued.

Conflict of Interest Policies — Included among
the Society’s Board members, committee mem-
bers, and executives are volunteers from the
community who provide valuable assistance to the
Society in the development of policies and pro-
grams, and in the evaluation and oversight of ser-
vices. The Society has established a conflict of in-
terest policv whereby Board and commirtee mem-
bers, as well as all Society employees, must advise
the Board of Directors of any direct or indirect in-
terest in any transaction or relationship with the
Society, and do not participate in discussions and
decisions regarding any action affecting their in-
dividual, professional, or business interests.

Income Taxes — The Society is exempt from fed-
eral and state income taxes under Section
501(c)(3) of the Internal Revenue Code and com-
parable state law. The Society’s wholly-owned
subsidiary, the Jefferson-Madison Corporation, 1s
a taxable corporation and, therefore, a provision
for income taxes is generally provided in the
statement of activities. Income taxes are deter-
mined on the liability method in accordance with

FASB ASC 740, Income Taxes.

On January 1, 2009, the Society adopted recent
provisions of FASB ASC No. 740, which clarify
the accounting for uncertainty in income taxes
recognized in an enterprise’s financial statements.
If the Society considers that a tax position is
“more-likely-than-not” of being sustained upon
audit, based solely on the technical merits of the
position, it recognizes the tax benefic. The Sociery
measures the tax benefit by determining the larg-
est amount that is greater than 50% likely of be-
ing realized upon settlement, presuming that the
tax position is examined by the appropriate tax-
ing authority that has full knowledge of all rele-
vant information. These assessments can be com-
plex and require significant judgment.




To the extent that the Society's estimates change
or the final tax outcome of these marters is differ-
ent than the amounts recorded, such differences
will impact the income tax provision in the period
in which such determinations are made. If the ini-
nal assessment fails to result in the recognition of
a tax benefir, the Society regularly monitors its
position and subsequently recognizes the tax bene-
fit if (i) there are changes in tax law or analogous
case law thar sufficiently raise the likelihood of
prevailing on the technical merits of the position
to more-likely-than-not, (ii) the statute of limita-
tions expires, or (iii) there is a completion of an 4.
audit resulting in a settlement of that tax vear
with the appropriate agency.

Uncertain tax positions are classified as current
only when the Society expects to pay cash within
the next twelve months. Interest and penalries, if
any, are recorded within the provision for income
taxes in the Sociery's consolidated statement of ac-
uvities and are classified on the consolidated
statement of financial position with the related li-
ability for unrecognized rax benefits.

As a result of the adoption of these new provi-
sions of FASB ASC 740, no changes were neces- 5.
sary to the Society’s net assets at December 31,

2008.

Operating Results — Results from operations in
the statement of activities reflect all transactions
mncreasing or decreasing unrestricted net assets ex-
cept for net investment gains and losses or invest-
ment income in excess of the Society’s spending
policy, net assets released from restrictions related
to capital additions or the acquisition of long-
lived assets, gifts restricted by donors for capital
purposes, changes in the value of split-interest
agreements, and gains and losses on the sale of
long-lived assets that are incidental or peripheral
to central operations.

Summarized Financial Information for 2008 —
The accompanying financial information as of
and for the year ended December 31, 2008 is pre-
sented for comparative purposes only and is not
intended to represent a complete financial state-
ment presentation.

Other Significant Accounting Policies — Other
significant accounting policies are set forth in the
financial statements and the following notes.

Contributions and Grants Receivable

Contributions and grants receivable are summa-
rized as follows at December 31, 2009:

Unconditional promises expected
to be collected within:
Less than one vear S 16
One year to five vears 2

Iinvestments
Investments are carried at fair value, and consist

of money market funds totaling $2,327,325 at De-
cember 31, 2009.
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Beneficial Interest in Assets Held by the 7.
Oregon Community Foundation

In 2007, the Society established the Oregon His-
torical Society Endowment Fund at the Oregon
Community Foundation (“OCF”). In accordance
with FASB ASC No. 958-603, Revenue Recogni-
tion, the Society accounts for its interest in these
funds using the equity method of accounting,
which approximates the present value of the esti-
mated expected future cash flow that will inure to
the Society. The assets in the fund are perma-
nently restricted for endowment.

Changes in the Society’s beneficial interest in these
funds for the year ended December 31, 2009 are
summarized as follows:

Balance at beginning of year $ 5,371,577
Plus increase in the fair
market value of the fund 1,222,068

Less the distribution of invest-
ment return to the Society ! -

Balance at end of vear § 6,593,645

! Under the terms of its agreement with the Sociery, OCF
maintains variance power over, and legal ownership of, these
funds. The funds are invested at the discretion of OCF’s
Board of Directors and are held in a mixture of asser classes
designed to maximize return while minimizing risk. OCF’s
target asset allocation at December 31, 2009 was as follows:
45% equities (both domestic and international); 20% fixed
income; 15% marketable alternative investments; 10% private
equity; and 10% inflation hedge investments. The valuations
disclosed in the above table have been provided by OCF. The
Society generally receives pertodic distributions of the net in-
vestment return earned on these assets (generally 5.0% of the
average fair marker value of the funds using a trailing 13-
quarter average). Additonal distributions can be made at any
tme by the affirmarive vote of a majority of the Sociery’s
Board of Directors and the approval of OCF. During the year
ended December 31, 2009, there were no distributions made
to the Society.

Beneficial Interest in Charitable Trusts

At December 31, 2009, the Society is the benefici-
ary of a number of charitable remainder trusts,
perpetual trusts and other gifts established by the
wills of donors, as follows:

Contriburtions receivable from

charitable remainder trusts * § 293,643
Interest in perpetual trust 179,245
Assers held in trust ° 117,903

$ 590,791

! The Society is the beneficiary of two charitable remainder
trusts established by the wills of donors. Upon the deaths of
the income beneficiaries, the Society will receive a portion of
the remaining assets of each of the trusts. Total trust assets at
December 31, 2009 are valued ar $1,411,064. A conrtribution
receivable of $290,643 is recorded at December 31, 2009, rep-
resenting the actuarially determined present value of the esti-
mated future cash flows that will inure 1o the Sociery, using
discount rates ranging from 4.0 to 5.0%. Of the trusts, one
requires that the assets, valued at $275,259, be added to an ex-
isting endowment fund.

*The Mason Charitable Trust is a perpetual trust established
by David T. Mason and Loa H. Howard Mason. The Society
will receive in perpetuity a percentage of the income gener-
ated annually by the trust subject to the discretion of the trus-
tee, but nor less than 20% and not exceeding 40%. Trust as-
sets at December 31, 2009 are valued at $896,225. An interest
in perpetual trust of $179,245 is recorded at December 31,
2009, representing the present value of the estimared future
cash flows that will inure to the Society, presuming a payout
percentage of 20%. During the year ended December 31,
2009, the Society received a distribution of $14,861 from this
trust. This distribution has been included in investment in-
come in the statement of activites.

*The Society is the trustee and the remainderman of the Ju-
bitz Charitable Remainder Unitrust, established by Monroe
A. Jubitz in 1993. The terms of the trust agreement require
that the income earned by the trust’s assets be paid annually
to the trust’s beneficiaries up to a maximum annual payout of
8.5% of the trust’s fair market value. Following 20 years, the
Society will receive the remainder of the trust’s assets for en-
dowment purposes. At December 31, 2009, the trust’s assets
were invested in mutual funds and valued at $117,903. The
Society has recorded a lability to the trust’s beneficiaries to-
taling $36,397, which represents the present value of the fu-
ture payments to be made, using a discount rate of 8.5%.



Land, Buildings and Equipment
A summary of the Society’s capital assets at De-
cember 31, 2009 is as follows:
Land $ 1,269,349
Buildings and related

improvements 16,817,916
Furniture and equipment 2,124,099
Construction in-progress 1,650

20,213,014

Less accumulated depreciation (9,884,444)

$ 10,328,570

Collections and Exhibition Costs

Each year the Society receives the donation of a
number of valuable research collections. As a re-
sult, the Society’s collections contain thousands of
rare books, pamphlets, manuscripts, maps, and
photographs which are held for public exhibition,
education, or research in furtherance of public
services and the Society’s overall mission. Consis-
tent with the policy followed by many museums
and historical societies, and as permitted under
FASB ASC No. 958-603, Revenue Recognition,
contributions of historical treasures, artifacts and
similar assets held as part of the Sociery’s collec-
tions are not recognized or capitalized in the fi-
nancial statements. Such items that have been ac-
quired through purchase have similarly not been
capitalized. In addition, expendirures for exhibits
and exhibition programs are not capitalized, nor
are the costs associated with exhibitions and pro-
grams that will not open to the public until a fu-
ture period. For the vear ended December 31,
2009, costs associated with the acquisition of col-
lection items totaled $21,774.

10. Long-Term Debt

On December 22, 2004, the Society issued a note
to an insurance company in return for $3.0 mil-
lion in debt proceeds. The debt is secured by the
Society’s warchouse and calls for monthly pay-
ments of $17,538 in principal and at 5.0% interest
beginning on February 1, 2005 through January of
2010. A balloon payment of $2,663,842 is due in
January 2010.

Subsequent to December 31, 2009 (in January of
2010), the Society exercised an option to extend
the loan for an additional five years. The new
terms of the loan call for monthly payments of
$17,122 1n principal and at 6.0% interest begin-
ning on February 1, 2010 through December of
2015. A balloon payment of $2,401,444 is due in
January 2015. Interest expense associated with
this debt for the year ended December 31, 2009 to-
taled $135,245.

In addition, on November 12, 2009, the Society
entered into four unsecured agreements with the
City of Portland totaling $22,529 to pay the Port-
land Mall Revitalization Assessments over a pe-
riod of 10 to 20 years. The terms of the agree-
ments include monthly payments varying from
$19 to §101 in principal and at 6.75% variable in-
terest beginning in December 2009 and ending in
December 2029.

Aggregate maturities of note principal on all debt
for the five years subsequenr to December 31,

2009 and thereafter are as follows:

Years Ending December 31,

2010 $ 43,980
2011 50,762
2012 53,886
2013 57,216
2014 60,752
Thereafter 2,419.775

$ 2,686,371
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11. Retirement Plan and Deferred Compensa-
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tion Arrangements

The Society provides substantially all full-time,
and certain part-time employees with a tax-
sheltered annuity plan as described under Section
403(b) of the Internal Revenue Code. The Society
matches 100% of each eligible emplovee’s contri-
bution to the plan up to 6.5% of their total annual
compensation. Only employees who have com-
pleted ar leasr six consecutive months of work at
the Society are eligible to participate in the em-
ployer-matching part of the plan. All employecs
may make voluntary contributions to the plan on
a pre-tax basis, up to the limits allowed by law,
from their first day of employment. Emplovees
select from among several investment options.
Contributions to the plan from both the employ-
ees and the Society vest as accrued. Society con-
tributions to the plan totaled $82,799 for the vear
ended December 31, 2009.

In addition, the Society has entered into two de-
ferred compensation agreements with retired ex-
ecutives. Under both agreements, the annual
benefit has been determined by a formula which
includes vears of services, final average salary, and
offsets for Sociery-funded portions of Social Secu-
rity and employee contributions to the tax-
sheltered annuity. The benefits are to be paid
over the lives of the executives or their surviving
spouses. Both agreements are unfunded at De-
cember 31, 2009. At December 31, 2009, the pre-
sent value of future payments under these agree-
ments totals $68,164.

12. Restrictions and Limitations on Net Asset

Balances

The following provides information about restric-
tions and limitations ascribed to the organiza-
tion’s net assets at December 31, 2009:

Board-Designated Reserves

As of December 31, 2009, the Board of Directors
had designated $2,577,249 as a reserve fund.

Temporarily Restricted Net Assets

Temporarily restricted net assets at December 31,
2009 represent $1,158,017 in contribunions,
grants, and other unexpended revenues and gains
available for the following:

Expendable contributions and grants:

Museum/collections $ 411,883
Library 304,908
Technology initiative 122,227
Execurive salaries 100,000
Education 51,169
Free days 9,825
Publications 6,376
Other programs 87,800
Charitable trusts 18,383
Expendable endowment earnings:
Purpose restricted earnings
not vet appropriated
for expenditure:
Museum/collections 34,032
Education 7,049
Awards 2,941
Library 1,424

$ 1,158,017




Permanently Restricted Net Assets

At December 31, 2009, the society held $8,085,379
in endowment funds. The investment income
earned on the balances of these permanently re-
stricted net assets 1s either restricted or unre-
stricted as follows:

Investment return restricted for:

Education and Folklife $ 1,074,371
Museum/collecrions 350,000
Library 281,115
Publications 111,700
Maritime history 55,600
1,872,786

Unrestricted 6,212,593

$ 8,085,379

Endowment Summary

Cumulative Endowment Adjustment

From time to time, the fair value of assets associ-
ated with individual endowment funds may fall
below the level that the donor or UPMIFA re-
quires the organization to retain as a fund of per-
petual duration. As of December 31, 2009, the
Society had incurred cumulative investment losses
on its endowment funds totaling $787,826 in ex-
cess of unappropriated accumulated endowment
earnings. Accordingly, in order to report the
losses as required by FASB ASC No. 958-320, In-
vestments the excess losses and appropriations
have been classified as transactions of the unre-
stricted net asset class and will be reinstated out of
future endowment earnings.

The Society’s endowment consists of nine individual funds established for a variety of purposes. As required
by generally accepted accounting principles, net assets associated with endowment are classified and reported
based on the existence or absence of donor-imposed restrictions. The following summarizes the Society’s en-
dowment-related activities for the vear ended December 31, 2009:

Temporarily Permanently

Unrestricted restricted restricted Total

Endowment net assets at

beginning of year $ (1,963,432) 8,167 7,983,916 6,028,651
Contributions and grants - - 14,678 14,678
Net change in beneficial interest in

assets held by the Oregon

Community Foundation 1,175,606 46,462 - 1,222,068
Net change in the fair value of split-

INterest agreements - — 86,785 86,785
Appropriation of endowment

assets for expenditure - (9,183) - (9,183)
Endowment ner assets

at end of year (787,826) 43,446 8,085,379 7,342,999
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13. Jefferson-Madison Corporation
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The Jefferson-Madison Corporation was organ-
ized by the Sociery in 1982 as a wholly-owned,
for-profit corporation to hold and manage certain
rental property owned by the Society. Condensed
financial information for this subsidiary as of and
for the vear ended December 31, 2009, excluding
inter-company eliminations, is as follows:

Assets:

Cash $ 156,041

Land, buildings and

equipment, net 363,446

Orther assets 20,432
Total assets $ 739,919
Liabilities and net assets:

Inter-organizational pavable, net 70,330

Orther liabilities 23,729

Net assets 645,860
Total liabilities and net assets $ 739,919
Operating results:

Increase in net assets b 122,055

During the vear ended December 31, 2009, the Jef-
ferson-Madison Corporation distributed a divi-
dend to the Society in the amount of $65.000.

14.

15.

16.

Net Assets Released From Restrictions

During the vear ended December 31, 2009, the
sources of net assets released from temporary do-
nor restrictions by incurring expenses satisfying
the restricted purposes or by the occurrence of
events specified by the donors were as follows:

Satisfaction of restrictions:
For operating purposes

$ 1.376.556
To fund capital acquisitions 273

73,550

5 1,650,106

Expenses

The costs of providing the various programs and
other activities of the Sociery have been summa-
rized on a functional basis in the statement of ac-
tivities. Accordingly. certain costs have been allo-
cated among the programs and supporting ser-
vices benefited.

Costs by their natural classification are presented
in the statement of functional expenses.

income Taxes

During the vear ended December 31, 2009, the So-
ciety recorded $63.536 in income tax expense. In
addition, the Society reported $69.857 in property
tax pavments. Ar December 31, 2009, the Society
reported 514,593 in income tax refunds receivable.
No deferred tax assets or liabilities are reported at
December 31, 2009.



17. Fair Value Measurements

Included in the accompanying financial state-
ments are certain financial instruments carried at
fair value. The fair value of an asser is the
amount at which that asset could be bought or
sold in a current transaction berween willing par-
ties, that is, other than in a forced or liquidation
sale. Fair values are based on quoted market
prices when available. When market prices are
not available, fair value is generally estimated us-
ing discounted cash flow analyses, incorporating
current market inputs for similar financial in-

struments with comparable terms and credit qual-

ity.

The Society’s financial assets and liabilities car-
ried at fair value have been classified, for disclo-
sure purposes, based on a hierarchy defined by
FASB ASC No. 820, Fair Value Measurements
and Disclosures. The hierarchy gives the highest
ranking to fair values determined using unad-

justed quoted prices in active markers for identical

assets and liabilities and the lowest ranking to fair
values determined using methodologies and mod-
els with unobservable inputs. as follows:

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

e Level 2 — Inputs include quoted prices for simi-
lar assets or liabilities in active markets, quoted
prices from those willing to trade in markets
that are not active, or other inputs that are ob-
servable or can be corroborated by marker data
for the term of the instrument,

® Level 3 — Certain inputs are unobservable (sup-
ported by little or no marker activiry) and sig-
nificant to the fair value measurement. Unob-
servable inputs reflect the organization’s best
estimate of what hypothetical marker partici-
pants would use to determine a transaction
price for the asset or liability ar the reporting
date.

At December 31, 2009, the following financial assets are measured at fair value on a recurring basis:

Level 1 Level 2 Level 3 Total

Investments $ 2,327,325 - - 2327325
Other assets — cash surrender value

of life insurance policies - 113,353 - 113,353

Interest in perpetual trust - - 179,245 179,245

Assets held in trust 117,903 - - 117,903

Beneficial interest in assets held by
the Oregon Community Foundation

= - 6.593,645 6,593,645

§ 2.445.228 113,353 6,772,890 9,331,471
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The change in valuation of Level 3 assets using
significant unobservable inputs is as follows:

Fair value at beginning of vear b 5,527,053
Ner change in fair value of

interest in perpetual trust 23,769
Net change in beneficial interest in

assets held by the Oregon

Community Foundation 1.222,068

21. Statement of Cash Flows Reconciliation

The following presents a reconciliation of the in-
crease in net assets (as reported on the statement
of activities) to net cash used in operating activi-
ties (as reported on the statement of cash flows):

Increase in net assets $ 800,790

Fair value at end of vear $ 6,772,890

Significant Sources of Revenues

Approximately 39% of the Society’s total operat-
ing revenues, for the year ended December 31,
2009, were received from the State of Oregon and
the two large contriburtors.

Exhibition Commitments

As of December 31, 2009, the Society had out-
standing commitments for the design of future
exhibitions and related costs totaling $32.983.

Reclassification of 2008 Comparative
Totals

Certain 2008 amounts presented herein have been
reclassified to conform to the 2009 presentation.

Adjustments to reconcile increase in
net assets to net cash used in
operating activities:

Depreciation
Nert change in beneficial

557,705

Interest 1n assets

held by the Oregon

Community Foundation
Net change in the value

of split-interest agreements

(1,222.068)

(96,715)
Cash received upon the
termination of a charitable trust
In-kind donation of building
improvements
Contributions restricted
for long-term investment and
capital acquisition
Financing of tax assessment
through issuance of long-term
note 22,529
Net changes in:
Contributions and grants

46,185

(23,543)

(214,678)

receivable 532,795
Accounts receivable (9,221)
Prepaid expenses 10,452
Inventories (38,154)
Other assets (113,353)
Accounts pavable and

accrued expenses (312.106)
Deferred revenue (46.,649)
Deferred compensation (25,472)

Total adjustments (932.293)
Net cash used in operating
activities §  (131.503)
|
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Officers

John H. Herman
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James T. Richardson
Vice President

Dr. Lesley Hallick

Secretary

Mare Berg

Treasurer

Board of Directors

Arlene Barnert
Vice President, Administration
Portland General Electric

John E. Bates
Private Capital

Robert Bauer
Retired
Peterson Industrial Supply

Barbara Beale
Community Volunteer

Cliff Bentz
Attorney
Yturri Rose, LLP

Marc Berg

Director of Homecare!
Hospice Services
Southwest Washington
Medical Center

Dr. Les Bergeron
Physician, retired

John W. (Rocky) Dixon
Endeavour Capital

Christopher Erickson
General Manager
The Heathman Hotel

William L. Failing, Jr.
Executive Director
The Oregon Korea Foundation

A.]. (Jim) Giustina
Partner

Giustina Land and
Timber Company

Dr. Lesley Hallick
President

Pacific University
Dan Heine

Chairman and CEO
The Bank of Oswego

John H. Herman

President

Herman Development Company
Jerry E. Hudson

Executive, retired

The Collins Foundation

Henry C. Lorenzen
Attorney

Corey Byler Rew
Lorenzen ¢& Hojem

Melvin (Pete) Mark
Melvin Mark Companies

Libby McCaslin
Keller Family Foundation

Robert J. Miller
Professor
Lewis & Clark College

Maura N. Q’Scannlain
Community Leader

Jin Park
Owner
The Reserve Vinevards

& Golf Club

Dr. Jacqueline Peterson-Loomis
Professor, Washington State
University — Vancouver

Eric Parsons
President/CEQ, retired
The Standard

Guy A. Randles
Attorney
Stoel Rives, LLP

James T. Richardson
Riverlake Partners

Steve Terry
Managing Partner
PricewaterhouseCoopers

Kerry Tymchuk
Principal
Conkling, Fiskum ¢ McCormick

Ex Officio

Hon. Ted Kulongoski
Governor of Oregon

Hon. Susan Castillo
Superintendent of Public
Instruction

George Pernsteiner
Chancellor
Oregon University System

James Scheppke
State Librarian

Senior Management

George L. Vogt
Executive Director
Sheri Neal

Director
Finance

Geoff Wexler
Library Manager

Marsha Matthews
Director
Public Services

Richard Matthews
Director
Facilities

Sue Metzler

Director

Development and Marketing
Dwight Peterson

Director

Information Technology
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INQUIRIES AND OTHER INFORMATION

OREGON HISTORICAL SOCIETY
1200 S.W. Park Avenue
Portland, Oregon 97205-2483

(503) 222-1741 Administrative offices
(503) 3 6-5198 OHS informartion line
(503) 221-2033 Fax

Information
orhist@ohs.org

Website
www.ohs.org
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Oregon Historical Society

Schedule of Changes in Net Assets
Year Ended December 31, 2009

Net
General Board- Accumulated investment Jefferson-
perating desig d d t  in capital Madi Elimi-
funds funds losses assets Corp. nations Total
Public support:
Contributions and grants 697,918 633,933 - - - - 1,331,851
Special events 104,963 - - - - - 104,963
Memberships 259,566 - - - - - 259,566
State appropriation 665,918 - - - - - 665,918
Other local government funding 18,374 - - - - - 18,374
Toftal public support 1,746,739 633,933 - - - - 2,380,672
Revenues and gains:
Admissions 146,788 - - — = - 146,788
Product sales 306,735 - - - - = 306,735
Rental income 179,689 - - - 726,848 (316,927) 589,610
Investment income 3,596 - - - 30 - 3,626
Other 55,774 - - - 8,728 - 64,502
Total revenues and gains 692,682 - - - 735,606 (316,927) 1,111,261
Appropriation of endowment assets for expenditure
Net assets released from restrictions . = - - - - ~
for operating purposes 1,376,556 - - - - - 1,376,556
Total revenues, gains and other support 3,815,877 633,933 - - 735,606 (316,927) 4,868,489
Expenses:
Program services 3,132,927 - - 50,816 - - 3,183,743
Supporting services 1,196,887 - - 484,207 - (316,927) 1,364,167
Jefferson-Madison Corporation - - - - 613,551 - 613,551
Total expenses 4,329,814 - - 535,023 613,551 (316,927) 5,161,461
Net operating results (513,937) 633,933 - (535,023) 122,055 - (292,972)
Transfers and other changes:
Endowment gifts = - - - - - -
Contributions restricted for acquisition of capital assets - - - - - - -
Contributions of capital assets - - = 23,543 - - 23,543
Net change in beneficial interest in assets
held by the Oregon Community Foundation - - 1,175,606 - - - 1,175,606
Net change in the fair value of split-
interest agreements = e - = - = -
Net gain on the sale of collection items - - - - - - -
Appropriaton of endowmetn assets for expenditure - - - - - - -
Use of restricted grants and contributions
for capital acquisitions - = - 273,550 - - 273,550
Use of general operating funds for
capital acquisitions (83,954) - - 83,954 - - =
Use of general operating funds
to underwrite debt principal payments (75,208) - - 75,208 - - -
Dividend distribution 65,000 - - - (65,000) - -
Transfer of general operating funds to the
Board-designated debt reimbusement fund (164,099) 164,099 - - - - -
Additional use of Board-designated
funds to cover the operating deficit 772,198 (772,198) - - - - -
Net transfers and other changes 513,937 (608,099) 1,175,606 456,255 (65,000) - 1,472,699
Increase (decrease) in net assets - 25,834 1,175,606 (78,768) 57,055 - 1,179,727
Net assets at beginning of year - 2,651,415  (1,963,432) 7,180,050 588,805 - 8,356,838
Net assets at end of year - 2,577,249 (787,826) 7,101,282 645,860 - 9,536,565

GARY MCGEE & CO. CONFIDENTIAL




 Donorresvictss  EETTTINN
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funds funds |
[ - I 1
700,877 - 2,032,728
e = 104,963
& - 259,566
- - 665,918 |
197,576 = 215,950
898,453 - 3,279,125 |
. = 146,788
s = 306,735
= - 589,610
14,861 - 18,487
— 64,502
14,861 - 1,126,122 |
;
9,183 = 9,183
(1,376,556) = -
(454,059) - 4,414,430
]
e = 3,183,743
o - 1,364,167 |
- - 613,551
- = 5,161,461
(454,059) - (747,031)
—
14,678 14,678
200,000 - 200,000
23,543
|
46,462 = 1,222,068
\
9,930 86,785 96,715
(9,183) = (9,183) |
(273,550) - -
{
= - - |
- - T
(26,341) 101,463 1,547,821
(480,400) 101,463 800,790 |
1,638,417 7,983,916 17,979,171
| 1,158,017 8,085,379 18,779,961
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GaryMcGee & Co.

CERTIFIED PUBLIC ACCOUNTANTS

NO MATERIAL WEAKNESSES LETTER

The Board of Directors
Oregon Historical Society:

In planning and performing our audit of the consolidated financial statements of the Oregon
Historical Society as of and for the year ended December 31, 2009, in accordance with auditing
standards generally accepted in the United States, we considered the organization's internal con-
trol over financial reporting (“internal control™) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the organization's internal control. Accordingly,
we do not express an opinion on the effectiveness of the organization's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to pre-
vent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency,
or combination of deficiencies, in internal control, such that there is a reasonable possibility
that a material misstatement of the entity's financial statements will not be prevented, or de-
tected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first para-
graph and was not designed to identify all deficiencies in internal control that might be deficien-
cies, significant deficiencies, or material weaknesses. We did not idenrify any deficiencies in
internal control that we consider to be material weaknesses, as defined above.

This communication is intended solely for the information and use of management, the Board

of Directors, and others within the organization, and is not intended to be and should nor be
used by anyone other than these specified parties.

ﬂﬁ « 2,

March 19, 2010

522 5W Fifth Avenue, Suite 1300 Portland, Oregon 97204-2130 p: 503 222 2515 f; 503 222 6401 Www.garymcgee.com
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