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DENM&AN

Company, LLP

Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Living History Farms Foundation
Urbandale, lowa

We have audited the accompanying statements of financial position of the Living History Farms
Foundation as of December 31, 2005 and 2004, and the related statements of activities and cash flows
for the years then ended. These financial statements are the responsibility of the Foundation's
management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Living History Farms Foundation as of December 31, 2005 and 2004, and the
changes in its net assets and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Lorrars # Lepony, TP

DENMAN & COMPANY, LLP

West Des Moines, lowa
March 3, 2006

1601 22nd Street, Suite 400, West Des Moines, lowa 50266-1453 Telephone: (515) 225-8400 Fax: (515) 225-0149
www.denman-cpa.com e-mail: firm@denman-cpa.com




Living History Farms Foundation
STATEMENTS OF FINANCIAL POSITION

December 31

ASSETS 2005 2004
CURRENT ASSETS
Cash and cash equivalents $ 120,045 $ 90,114
Accounts receivable 35,283 8,137
Contributions receivable, current portion 121,773 142,690
Inventories 65,970 55,335
Prepaid expenses 100 100
Total current assets 343,171 296,376
INVESTMENTS, RECEIVABLES AND OTHER ASSETS
Contributions receivable, net of current portion 281,575 343,410
Investments 275,000 1,491,040
Historical property, antiques and artifacts 5,266,546 5,240,329
Total investments, receivables and other assets 5,823,121 7,074,779
PROPERTY AND EQUIPMENT 6,070,507 6,349,772
Totals $12,236,799 $13,720,927
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current maturities of long-term debt $ 4736 $ 486,199
Accounts payable and accrued expenses 98,502 100,366
Total current liabilities 103,238 586,565
LONG-TERM DEBT, less current maturities 2,929 7,665
NET ASSETS
Unrestricted
Designated by the Board for construction 164,772 164,772
Undesignated 11,545,893 12,549,791
Temporarily restricted 219,908 212,075
Permanently restricted 200,059 200,059
12,130,632 13,126,697

Totals

See Notes to Financial Statements.

$12,236,799

$13,720,927




OPERATING SUPPORT AND REVENUE
Support
Contributions
Grants
Hotel/motel tax allocations

Revenue
Admissions and memberships
Educational programs
Retail and rental
investment return
Special events
Other

Total operating support and revenue

OPERATING EXPENSES
Program expenses
Interpretation sites
Educational
Retail and rental
Special events
Maintenance
General and administrative expenses
Development
Marketing

Living History Farms Foundation
STATEMENTS OF ACTIVITIES

Year ended December 31, 2005

Total operating expenses before depreciation

and amortization

Change in net assets from operations before

depreciation and amortization
Depreciation and amortization

Change in net assets from operations

OTHER CHANGES
Interest expense
Net assets released from restriction
Total other changes

INCREASE (DECREASE) IN NET ASSETS

NET ASSETS, beginning

NET ASSETS, ending

See Notes to Financial Statements.

Temporarily  Permanently
Unrestricted Restricted Restricted Total

$ 522,094 $ 28,777 $ - 550,871
62,633 - - 62,633
109,156 — - 109,156
693,883 28,777 - 722,660
507,749 - - 507,749
222,510 - - 222,510
551,541 - - 551,541
41,589 - - 41,589
86,309 - - 86,309
250 - - 250
1,409,948 — - 1,409,948
2,103,831 28,777 - 2,132,608
978,549 - - 978,549
271,619 - - 271,619
547,111 - - 547,111
57,022 - - 57,022
181,422 - - 181,422
362,792 - - 362,792
193,876 - - 193,876
214,661 - — 214,661
2,807,052 - - 2,807,052
(703,221) 28,777 - (674,444)
(295,696) - - (295,696)
(998,917) 28,777 - (970,140)
{25,925) - - (25,925)
20,944 (20,944) - —_—
(4,981) (20,944) = 25,925)
(1,003,898) 7,833 - (996,065)
12,714,563 212,075 200,059 13,126,697
$11.710,665  $_219,908  $_200,059  $12,130,632




Year ended December 31, 2004

Temporarily  Permanently

Unrestricted Restricted Restricted Total
$ 470,131 $ 147,766 $ - $ 617,897
148,350 - - 148,350
139,173 - - 139,173
757,654 147,766 - 905,420
436,022 - - 436,022
213,038 - - 213,038
483,203 - - 483,203
120,523 - - 120,523
66,058 - - 66,058
2,005 - - 2,005
1,320,849 - - 1,320,849
2,078,503 147,766 - 2,226,269
941,675 - - 941,675
267,517 - - 267,517
506,100 - - 506,100
47,412 - - 47,412
187,251 - - 187,251
375,402 - - 375,402
240,959 - - 240,959
219,810 - - 219,810
2,786,126 - - 2,786,126
(707,623) 147,766 - (559,857)
(281,359) - - (281,359)
(988,982) 147,766 — (841,216)
(19,167) - - (19,167)
438,468 (438,468) - -
419,301 (438,468) - (19,167)
(569,681) {(290,702) - (860,383)
13,284,244 502,777 200,059 13,987,080
$12,714,563 $_212,075 $_200,059 $13,126,697




Living History Farms Foundation
STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
(Decrease) in net assets
Adjustments to reconcile (decrease) in net assets to net
cash (used in) operating activities
Depreciation and amortization
Change in net unrealized and realized (gains) on investment securities
(Gain) loss on disposal of property and equipment
Donated equipment, antiques, artifacts and investments
Dividends reinvested
Contributions restricted for investment in property, equipment
and program expenses
Change in assets and liabilities
Decrease in accounts and contributions receivable
(Increase) decrease in inventories
Decrease in prepaid expenses
(Decrease) in accounts payable and accrued expenses, net
of property and equipment
Net cash (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Proceeds from sales and maturities of investments
Purchase of investments
Purchase of antiques and artifacts

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contributions restricted for investment in
property, equipment and program expenses
Proceeds from notes payable
Principal payments on notes payable
Principal payments on capital lease

Net cash provided by (used in) financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning

Ending

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash payments for interest

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND
FINANCING ACTIVITIES
Equipment acquired under capital lease

See Notes to Financial Statements.

Year ended December 31

2005 2004
$ (996,065) $ (860,383)
295,696 281,359
(15,689) (80,139)

- 3,797
(11,834) (24,807)
(22,534) (41,451)
(28,777) (147,766)
55,606 538,670
(10,635) 7,292

- 31,779

(1,864) (22,161)
(736,096) (313,810)
(16,431) (441,890)
3,283,286 1,174,567
(2,029,023) (765,807)
(14,383) (81,712)
1,223,449 (114,842)
28,777 147,766

- 300,000
(481,051) (43,936)
(5,148) (5,063)
(457,422) 398,767
29,931 (29,885)
90,114 119,999

$_ 120,045 $__90.114
$__ 26,300 $__17.212
$ - $__ 13,800




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 1 NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Living History Farms Foundation (the Foundation) is a nonprofit corporation organized under the laws of the state of
lowa for the purpose of establishing farms of the past and future to be used for education, historical and scientific

purposes in central lowa.
Unrestricted, Temporarily Restricted and Permanently Restricted Net Assets

Unrestricted net assets are those assets which are neither temporarily or permanently restricted by donor-imposed
stipulations and represent the portion of expendable assets available for support of Foundation operations.

Temporarily restricted net assets represent contributions or other inflows of assets whose use by the Foundation is
limited by donor-imposed stipulations that either expire by passage of time or can be fulfiled by actions of the
Foundation pursuant to those stipulations. As donor-imposed stipulations expire, temporarily restricted net assets are
reclassified as unrestricted net assets.

Permanently restricted net assets represent contributions or other inflows of assets whose use by the Foundation is
limited by donor-imposed stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by

actions of the Foundation.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Investmenis

The Foundation carries investments (see Note 5) with readily determinable fair values at their fair values in the
statement of financial position. Realized and unrealized gains and losses are included in the increase (decrease) in net

assets in the accompanying statement of activities.

Contributions Receivable

Unconditional contributions receivable are recorded as receivables and contributions in the year received. Conditional
contributions receivable are recognized when the conditions on which they depend are substantially met.

Contributions

Gifts of cash and other assets are presented as restricted support if they are received with donor stipulations that limit
the use of the donated assets, or if they are designated as support for future periods. When a donor restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the Statements of Activities as net assets released from
restrictions. Donor-restricted contributions whose restrictions are met in the same reporting period are reported as

unrestricted support.

Gifts of land, buildings and equipment are presented as unrestricted support unless explicit donor stipulations specify
how the donated assets must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are
to be used and gifts of cash or other assets that must be used to acquire long-lived assets are reported as restricted
support. Absent explicit donor stipulations about how long those long-lived assets must be maintained, the Foundation
reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in service (as the
assets are used in the Foundation’s activities).

-8-




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 1 NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents
For purposes of reporting cash flows, the Foundation considers all highly liquid debt instruments purchased with a

maturity of three months or less to be cash equivalents. Cash and cash equivalents received with a restriction that
limits its use to long-term purposes are classified as investments.

Inventories

Inventories are stated at the lower of cost (first-in, first-out method) or market.

Property and Equipment

Expenditures for the acquisition of property and equipment are capitalized at cost. The fair value of donated equipment
at the date of gift is similarly capitalized. Assets acquired for operating use are being depreciated primarily by the
straight-line method over their estimated useful lives ranging from 3 to 39 years. Amortization of equipment under
capital lease is provided for over the estimated useful life of the equipment using the straight-line method. Assets
considered to be of historical significance and nonexhaustible are reflected elsewhere as historical property, antiques
and artifacts.

Historical Property, Antiques and Artifacts

Expenditures for the acquisition of historical property, antiques and artifacts are capitalized at cost. The fair value of
donated antiques and artifacts at the date of gift is similarly capitalized. Depreciation is not provided on these assets as
they are considered to be of historical significance and nonexhaustible.

Donated Services, Materials, and Equipment

Donated materials and equipment are recorded in the financial statements at their estimated fair values at the date of
receipt. Many individuals volunteer their time and perform a variety of tasks that assist the Foundation, but these
services do not meet the criteria for recognition as donated services.

Reclassifications

Certain reclassifications have been made in the December 31, 2004 financial statements to conform to the December
31, 2005 presentation. These reclassifications had no impact on total net assets or changes in net assets.

NOTE 2 CONTRIBUTIONS RECEIVABLE

At December 31, 2005 contributions receivable consisted of unconditional promises to give and are discounted at 5%.

A summary of the activity in contributions receivable for the periods ended December 31, 2005 and December 31, 2004,

is as follows:
December 31

2005 2004
Contributions receivable, beginning of period $ 486,100 $1,020,621
New contributions 39,000 105,375
Payments received (145,702) (692,396)
Change in discount of future payments receivable 23,950 52,500
Contributions receivable, end of period $_ 403,348 $_ 486,100




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 2 CONTRIBUTIONS RECEIVABLE (continued)

Contributions receivable at December 31, 2005, are expected to be received as follows:

Year ending December 31,
2006
2007
2008
2009
2010

Less discounts on contributions receivable

Total

NOTE 3 PROPERTY AND EQUIPMENT

$ 121,773
110,675
85,950
71,550
70,200
460,148

(56,800)

$_403,348

Property and equipment at December 31, 2005 and December 31, 2004, consisted of the following:

Land

Buildings
Improvements
Equipment
Exhibits

Exhibits in process

Less accumulated depreciation and amortization

Totals

December 31

2005 2004
$1,980,804 $1,980,804
4,308,945 4,308,945
1,077,654 1,077,654
587,789 580,786
660,289 651,841
104,541 104,541
8,720,022 8,704,571
2,649,515 2,354,799
$6.070,507 $6,349,772

The costs included in exhibits in process at December 31, 2005 are related to the Omnibus and Strategic Planning.

NOTE 4 HISTORICAL PROPERTY, ANTIQUES AND ARTIFACTS

Historical property, antiques and artifacts at December 31, 2005 and December 31, 2004, consisted of the following:

Historical property
Buildings
Improvements
Historical breeds, livestock

Antiques and artifacts

Totals

-10-

December 31

2005 2004
$2,816,118 $2,809,617
1,077,654 1,077,654
15,995 16,630
3,909,767 3,903,901
1,356,779 1,336,428
$5,266,546 $5.240,329




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 5 INVESTMENTS AND INVESTMENT RETURN

The Foundation’s investments at December 31, 2005 and 2004 are as follows:

2005 2004

Unrealized Unrealized

Fair appreciation Fair appreciation
value Cost (depreciation) value Cost (depreciation)

Certificates of deposit  $ 275,000 $ 275,000 $ - $ - $ - $ -

Money market funds - - - 73,689 73,689 -
Mutual fund ~ - - 190,745 192,889 (2,144)

U.S. government

securities - - - 158,244 158,372 (128)
Common stocks - — - 861,722 733,569 128,153
Corporate bonds - - — 206,640 203,187 3,453
Totals $_275,000 $_275,000 $ - $1,491,040 $1,361,706 $_129.334

The following schedule summarizes the investment gain for the periods ended December 31, 2005 and 2004:

2005 2004
Investment income on savings accounts, certificates of deposits and
money market funds $ 25,900 $ 40,384
Change in net unrealized gains (losses) on investment securities (129,334) 904
= Realized gains on investments 145,023 79,235
Totals $__ 41,589 $_120,523

NOTE 6 NOTE PAYABLE, BANK AND OBLIGATION UNDER CAPITAL LEASE

The Foundation has a line of credit available with a bank for $500,000. Interest on any borrowings will be computed
based upon the lender's variable prime rate index which was 7.25% at December 31, 2005. All borrowings and unpaid
interest are due on May 31, 2006. The line of credit is secured by substantially all assets of the Foundation excluding
land, antiques and artifacts. There was no outstanding balance on this line of credit at December 31, 2005.

The Foundation has a capital lease obligation with respect to color printers. The cost of the equipment was $13,800 at
December 31, 2005. The future minimum lease payments together with the present value of net minimum lease
payments at December 31, 2005 are as follows:

2006 $ 5,148
2007 3,433
Minimum lease payments 8,581
Less amount representing interest 916
Present value of minimum lease payments $ 7,665

Current maturities of the obligation under capital lease as of December 31, 2005 are as follows: 2006 $4,736; 2007

$2,929,

-11-




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 7 INCOME TAXES

The Foundation qualifies under Section 501(c)(3) of the Internal Revenue Code and does not pay income tax on

exempt-purpose income.

NOTE 8 UNRESTRICTED NET ASSETS

The Board of Directors has designated approximately $165,000 of unrestricted net assets at December 31, 2005 and

2004, for the future construction of a collection storage building.

NOTE 9 TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets as of December 31, 2005 are available for improvements to various sites and for
sponsored events.

NOTE 10 PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets of $200,059 at December 31, 2005 and 2004, represent endowments requiring the
income to be used for educational program expenditures relating to the operation of the Henry A. Wallace Exhibit
Center. As of December 31, 2005, the amount is invested in certificates of deposit.

NOTE 11 ASSETS RELEASED FROM DONOR RESTRICTIONS

Net assets during the years ended December 31, 2005 and 2004, were released from donor restrictions by incurring

expenses satisfying the restricted purposes.
December 31

2005 2004
Purpose restrictions accomplished

Omnibus $ 4,595 $ 44,409
Tangen barn 1,928 43,074
Memorials, other designated gifts 1,397 16,275
Nature trail 700 669
Wallace Exhibit Center - 334,041
Exit Survey--marketing 7,000 —
1850 Log Barn 2,888 -
Tree screening 2,436 -

$__ 20,944 $_ 438,468

Totals

NOTE 12 LEASE COMMITMENTS AND RELATED RENT EXPENSE

The Foundation leases equipment under an operating lease which requires annual payments of $4,859 and expires in
October 2006. Rental expense recognized for the periods ended December 31, 2005 and 2004 was $4,859 for each

year.

-12-




NOTE 13 FUNCTIONAL EXPENSES

Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

Expenses by function, including depreciation and amottization, for the years ended December 31, 2005 and 2004 are

as follows:

Program services

General and administrative
Development

Marketing

Totals

-13-

2005 2004
$2,331,419  $2,231,314
362,792 375,402
193,876 240,959
214,661 219,810
$3,102,748  $3,067,485




DENM&AN

Company, LLP

To the Board of Directors

Urbandale, lowa

whole.

West Des Moines, lowa
March 3, 2006

Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR'S REPORT ON THE SUPPLEMENTARY INFORMATION

Living History Farms Foundation

Our report on our audits of the basic financial statements of Living History Farms Foundation appears
on page 3. We conducted our audits for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audits of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

Blorirmars # Gopan, FoP

DENMAN & COMPANY, LLP

1601 22nd Street, Suite 400, West Des Moines, lowa 50266-1453 Telephone: (515) 225-8400 Fax: (515) 225-0149

www.denman-cpa.com e-mail: firm@denman-cpa.com




Living History Farms Foundation
HOTEL/MOTEL TAX ALLOCATIONS

Year ended December 31

2005 2004

City of Urbandale $ 19,967 $ 39,934
City of West Des Moines 15,070 41,394
City of Clive ) - 39,800
Polk County 8,973 15,026
City of Johnston 1,754 1,250
City of Ankeny 1,000 500
City of Altoona 1,000 1,000
City of Windsor Heights 50 269
BRAVO 61,342 —

Totals $_109,156 $_139,173
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Salaries, payroll taxes and benefits
Supplies and information technology
Utilities

Telephone

Postage

Professional fees

Other

Totals

Living History Farms Foundation
ADMINISTRATIVE EXPENSES

Year ended December 31

2005 2004

P ———————

$ 261,489 $ 266,280
48,887 58,487
16,256 14,339

2,187 1,395
4,304 1,111
5,800 6,670
23,869 27,120

$_362.792 $_375.402




