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DENMAN
|&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, 2008 and 2007, 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, 2008 and 2007, 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.
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DENMAN & COMPANY, LLP

West Des Moines, lowa
March 20, 2009

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



Living History Farms Foundation
STATEMENTS OF FINANCIAL POSITION

December 31

ASSETS 2008 2007
CURRENT ASSETS
Cash $ 125970 $ 131,740
Wetlands mitigation/drainage escrow account 190,000 -
Accounts receivable 15,252 24,352
Contributions receivable, current portion 97,802 111,752
Inventories 61,611 87,299
Prepaid expenses 15,507 100
Total current assets 506,142 355,243
INVESTMENTS, RECEIVABLES AND OTHER ASSETS
Contributions receivable, net of current portion 100,000 221,398
Certificates of deposit 216,000 216,523
Investments, board designated 5,155,406 -
Historical property, antiques and artifacts 5,314,296 5,319,520
Total investments, receivables and other assets 10,785,702 5,757,441
PROPERTY AND EQUIPMENT 5,099,983 5,598,844
Totals $16,391,827  $11,711,528
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current maturities of long-term debt $ 9386 $ 5,032
Notes payable, bank - 1,100,000
Accounts payable and accrued expenses 194,518 101,866
Total current liabilities 203,904 1,206,898
LONG-TERM DEBT, less current maturities 21,957 15,233
NET ASSETS
Unrestricted
Designated by the Board for construction 164,772 164,772
Designated by the Board for endowment 5,215,406 60,000
Undesignated 10,344,806 9,799,681
Temporarily restricted 240,923 264,885
Permanently restricted 200,059 200,059
16,165,966 10,489,397
Totals $16,391,827  $11,711,528

See Notes to Financial Statements.




Living History Farms Foundation
STATEMENTS OF ACTIVITIES

Year ended December 31, 2008

Temporarily  Permanently
Unrestricted Restricted Restricted Total
REVENUES
Contributed revenue
Contributions $ 490,757 $ 29,465 $ - $ 520,222
Grants 4,000 - - 4,000
Bravo allocations 132,500 — — 132,500
627,257 29,465 — 656,722
Operating revenue
Admissions and memberships 491,347 - - 491,347
Educational programs 255,905 - - 255,905
Retail and rental 515,783 - - 515,783
Investment return 81,190 - - 81,190
Special events 69,068 - - 69,068
Other 5,897 — — 5,897
1,419,190 — — 1,419,190
Total revenues 2,046,447 29,465 - 2,075,912
OPERATING EXPENSES
Program expenses
Interpretation sites 947,580 - - 947,580
Educational 224,283 - - 224,283
Retail and rental 462,777 - - 462,777
Special events 51,922 - - 51,922
Maintenance 242,806 - - 242,806
General and administrative expenses 611,405 - - 611,405
Development 195,640 - - 195,640
Marketing 208,369 — — 208,369
Total operating expenses before depreciation
and amortization 2,944,782 — — 2,944,782
Change in net assets from operations before
depreciation and amortization (898,335) 29,465 - (868,870)
Depreciation and amortization (266,882) — — (266,882)
Change in net assets from operations (1,165,217) 29,465 - (1,135,752)
OTHER CHANGES
Interest expense (41,735) - - (41,735)
Loss on disposal of equipment - - - -
Gain on sale of land 6,854,056 - - 6,854,056
Net assets released from restriction 53,427 (53,427) — —
Total other changes 6,865,748 (53,427) - 6,812,321
INCREASE (DECREASE) IN NET ASSETS 5,700,531 (23,962) - 5,676,569
NET ASSETS, beginning 10,024,453 264,885 200,059 10,489,397
NET ASSETS, ending $15,724,984 $_ 240,923 $_200,059  $16,165,966

See Notes to Financial Statements.




Year ended December 31, 2007

Temporarily  Permanently
Unrestricted Restricted Restricted Total

$ 632,161 $ 47,428 $ - $ 679,589
34,562 - - 34,562
126,579 - — 126,579
793,302 47,428 - 840,730
507,852 - - 507,852
246,960 - - 246,960
576,960 - - 576,960
10,259 - - 10,259
65,076 - - 65,076
1,424 — — 1,424
1,408,531 - — 1,408,531
2,201,833 47,428 — 2,249,261
895,426 - - 895,426
264,233 - - 264,233
488,504 - - 488,504
58,193 - - 58,193
218,482 - - 218,482
424,501 - - 424,501
216,989 - - 216,989
237,672 - — 237,672
2,804,000 - - 2,804,000
(602,167) 47,428 - (554,739)
(274,900) - - (274,900)
(877,067) 47,428 - (829,639)
(56,640) — - (56,640)
(5,701) - - (5,701)

10,595 (10,595) - —
(51,746) (10,595) - (62,341)
(928,813) 36,833 - (891,980)
10,953,266 228,052 200,059 11,381,377
$10,024,453 $_ 264,885 $_ 200,059 $10,489,397




Living History Farms Foundation
STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Increase (decrease) in net assets
Adjustments to reconcile increase (decrease) in net assets to net
cash (used in) operating activities
Depreciation and amortization
(Gain) loss on sale of property and equipment
Donated equipment, antiques, artifacts and investments
Contributions restricted for investment in property, equipment
and program expenses
Change in unrealized and realized gains on investments
Adjustment to exhibit and planning costs
Change in assets and liabilities
(Increase) decrease in accounts and contributions receivable
(Increase) decrease in inventories
(Increase) in prepaid expenses
(Increase) in wetlands mitigation/drainage escrow account
Increase (decrease) in accounts payable and accrued expenses
Net cash (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Proceeds from maturities of investments and certificates of deposit
Purchase of investments and certificates of deposit
Proceeds from sale of land, net of expenses
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

CASH
Beginning

Ending

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash payments for interest
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND

FINANCING ACTIVITIES
Equipment acquired by capital leases

See Notes to Financial Statements.

Year ended December 31

2008 2007
$5,676,569 $ (891,980)
266,882 274,900
(6,854,056) 5,701
- (22,563)
(29,465) (47,428)
(7,228) -
119,332 -
144,448 (6,603)
25,688 (25,457)
(15,407) -
(190,000) -
92,652 (1,895)
(770,585) (715,325)
(19,829) -
1,023,079 227,220
(6,170,734) (227,761)
7,009,056 -
1,841,572 (541)
29,465 47,428
430,000 782,000
(1,530,000) (49,000)
(6,222) (5,502)
(1,076,757) 774,926
(5,770) 59,060
131,740 72,680
$_125,970 $_131,740
$__ 42,533 $__ 56,640
$__ 17,300 $__ 23,250




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 fulfilled 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.

Cash

Cash consists of deposits held in checking and savings accounts, and does not include cash held in the escrow
account. Money market funds held in brokerage accounts are classified as investments.

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).



Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

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

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.

NOTE 2 CONTRIBUTIONS RECEIVABLE

At December 31, 2008 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, 2008 and December 31, 2007,

is as follows:
December 31

2008 2007
Contributions receivable, beginning of period $ 333,150 $ 312,872
New contributions - 141,000
Payments received (102,400) (104,650)
Receivables written off (60,110) (7,610)
Change in discount of future payments receivable 27,162 (8,462)
Contributions receivable, end of period $_197,802 $_ 333,150
Contributions receivable at December 31, 2008, are expected to be received as follows:
Year ending December 31,
2009 $ 97,802
2010 86,500
2011 16,500
2012 15,000
215,802
Less discounts on contributions receivable (18,000)
Total $_197,802




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 3 INVESTMENTS AND INVESTMENT RETURN

Investments are recorded at fair value. Fair value is determined by the quoted market value of the securities.

Investments as of December 31, 2008 are as follows:

Unrealized
Fair value Cost gain

Money market funds $ 405,510 $ 405,510 $ -
Corporate and U.S. government securities 4,749,896 4,743,555 6,341
Totals $5,155,406 $5,149,065 $ 6,341

Investment return for the year ended December 31, 2008 is summarized as follows:

Unrealized gains on investments $ 6,341
Realized gains 887
Interest income 73,962
Total $_ 81,190

NOTE 4 PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

December 31

2008 2007

Land $1,825,804 $1,980,804
Buildings 4,308,945 4,308,945
Improvements 1,083,088 1,077,654
Equipment 682,020 651,601
Exhibits 660,289 660,289
Exhibits in process - 112,832
8,560,146 8,792,125

Less accumulated depreciation and amortization 3,460,163 3,193,281
Totals $5,099,983 $5,598,844

The Foundation sold approximately 43 acres of land in 2008 for approximately $7,200,000. This resulted in a gain on
the sale of the land of $6,854,056 net of expenses of the sale. In addition, an escrow account was established in the
amount of $190,000 related to wetlands mitigation and drainage issues. These funds are anticipated to be returned to

the Foundation upon completion of those projects.
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Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 5 HISTORICAL PROPERTY, ANTIQUES AND ARTIFACTS

Historical property, antiques and artifacts consisted of the following:

Historical property
Buildings
Improvements
Historical breeds, livestock

Antiques and artifacts

Totals

NOTE 6 NOTES PAYABLE, BANK

December 31

2008 2007
$2,809,618 $2,816,118
1,077,654 1,077,654
25,836 24,560
3,913,108 3,918,332
1,401,188 1,401,188
$5,314,296 $5,319,520

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 which was 3.25% at December 31, 2008. All borrowings and unpaid
interest are due on June 30, 2009. The line of credit is unsecured. There was $-0- outstanding on this line of credit at

December 31, 2008.

NOTE 7 LONG-TERM DEBT

The Foundation has capital lease obligations with respect to three copiers. The cost of the equipment was $40,550 at
December 31, 2008. Accumulated amortization on the equipment was $8,726 at December 31, 2008.

One lease is payable in 48 monthly installments of $500, including interest at 10.32% through April 2011. The second
lease is payable in 60 monthly installments of $82 including interest at 13.35% through August 2012. The third lease is
payable in 48 monthly installments of $439 including interest at 10.08% through September 2012.

The future minimum lease payments of the combined leases at December 31, 2008 are as follows:

2009
2010
2011
2012

Less amount representing interest

Present value of minimum lease payments

$ 12,257
12,257
8,254
4,608
37,376
6,033

$_ 31,343

Current maturities of the obligations under capital leases as of December 31, 2008 are as follows:

2009
2010
2011
2012

Total

-11-

$ 9,386
10,413
7,128
4,416

$_ 31,343




Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 8 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.

The Foundation has elected to defer the application of FASB Interpretation No. 48 (FIN 48), Accounting for Uncertainty
in Income Taxes, to the fiscal year beginning January 1, 2009. Currently, the Foundation evaluates uncertain tax
positions in accordance with the "substantial authority" standard described in Treasury Regulations, which is less
stringent than the "more-likely-than-not" standard required by FIN 48.

NOTE 9 UNRESTRICTED NET ASSETS

The Board of Directors has designated approximately $225,000 of unrestricted net assets at December 31, 2008 and
2007 for the future construction of a collection storage building and for endowment.

$750,000 from the sales proceeds of the land sold in 2008 was used to fund operating expenses and the wetlands
mitigation project related to the land sale, in lieu of being deposited into the board designated investment account.
$600,000 of this amount will be repaid, $60,000 per year beginning January 2010, over a ten year period, or soonetr,
based on available funds. The remaining $150,000 will be repaid when funds are released from the wetlands mitigation
escrow account.

NOTE 10 TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets as of December 31, 2008 are available for improvements to various sites and for
sponsored events.

NOTE 11 PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets of $200,059 at December 31, 2008 and 2007, 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, 2008, the amount is invested in certificates of deposit.

NOTE 12 ASSETS RELEASED FROM DONOR RESTRICTIONS

Net assets during the years ended December 31, 2008 and 2007, were released from donor restrictions by incurring

expenses satisfying the restricted purposes.
December 31

2008 2007
Purpose restrictions accomplished
Church steps $ - $ 2,177
Marketing focus group - 4,000
Memorials, other designated gifts 2,646 1,236
Nature trail - 932
Wool from sheep - 2,250
Flynn House Project 19,447 -
1900 Windmill 4,000 -
General Store Inventory 7,359 —
General Store Repairs 4,880 -
Implement Dealer Repairs 2,300 -

-12-



Living History Farms Foundation
NOTES TO FINANCIAL STATEMENTS

NOTE 12 ASSETS RELEASED FROM DONOR RESTRICTIONS (continued)

December 31

2008 2007
Day Camp Expenses 1,000 -
Day Camp Scholarship 2,245 -
Moberg Painting 1,500 -
Bee Kit 1850 Farm 1,550 -
Quilt Show 2,500 -
Education Survey Grant 2,500 -
PA System 1,500 -
Totals $__ 53,427 $__ 10,595

NOTE 13 FUNCTIONAL EXPENSES

Expenses by function, including depreciation and amortization, for the years ended December 31, 2008 and 2007 are
as follows:

2008 2007
Program services $2,196,250  $2,199,738
General and administrative 611,405 424,501
Development 195,640 216,989
Marketing 208,369 237,672
Totals $3,211,664  $3,078,900

-13-



DENMAN
|&Company, LLP

Certified Public Accountants and Business Consultants

INDEPENDENT AUDITOR'S REPORT ON THE SUPPLEMENTARY INFORMATION

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

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
whole.
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DENMAN & COMPANY, LLP

West Des Moines, lowa
March 20, 2009

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



Living History Farms Foundation

BRAVO ALLOCATIONS
Year ended December 31
2008 2007
Bravo $_ 132,500 $_126,579

In an effort to stabilize funding for arts and cultural organizations, local governments have committed a portion of their
hotel/motel tax revenues through the establishment of 28E agreements with Bravo. In 2007, over $2 million was made
available. The following seven cities and Polk County provide this critical financial support: Altoona, Ankeny, Clive,
Des Moines, Johnston, Urbandale, and West Des Moines.

And, although the community of Windsor Heights collects no hotel/motel tax revenues, they have also shown their
support with a financial contribution.

All funding received from the 28E agreements goes directly to support cultural organizations.

-15-



Living History Farms Foundation
ADMINISTRATIVE EXPENSES

Year ended December 31

2008 2007

Salaries, payroll taxes and benefits $ 225,845 $ 256,002
*Supplies and information technology 48,199 64,290
Utilities 15,493 17,048
*Telephone 21,203 23,424
Postage 6,507 5,587
Professional fees 6,150 6,000
*Insurance 113,890 -
Other, including strategic planning expenses 174,118 52,150

Totals $_611,405 $_424,501

* - Beginning with the year ended December 31, 2008, insurance expense is no longer allocated among operating
expense categories. In addition, telephone and information technology expenses are not allocated among
operating expenses.
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