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THE ANNIE E. CASEY FOUNDATION, INC.

STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2008 AND 2007

ASSETS

CASH
INVESTMENTS
PROGRAM RELATED INVESTMENTS, net

OTHER ASSETS:
Collateral under securities lending progam
Deposits
Security sales receivable
Interest and dividends receivable
Property and equipment, net
Beneficial interest in charitable remainder trusts
Prepaid federal excise tax
Other assets

Total other assets

TOTAL

LIABILITIES AND NET ASSETS

LIABILITIES:

Lines of credit, accounts payable and other liabilities

Payable under securities lending program
Security purchases payable

Deferred federal excise tax
Postretirement benefit obligation

Total liabilities
NET ASSETS:
Unrestricted
Temporarily restricted

Total net assets
TOTAL

See notes to financial statements.

2008

3 361,129

2007

3 189,426

2,235,150,007

3,246,582,122

17,005,915 10,170,814
77,530,917 116,800,382
154,643 71,902
9,293,267 5,887,290
974,791 4,059,663
24,125,640 25,398,724
20,466,956 28,227,492
2,803,129 443,060
4,669,626 5,075,253
140,018,969 185,963,766
$2,392,536,020 $3,442,906,128

$ 140,108,533 $ 55,686,931
77,530,917 116,800,382
1,888,815 4,166,489

- 13,941,802

15,528,831 17,175,849
235,057,096 207,771,453
2,137,011,968 3,206,907,183
20,466,956 28,227,492
2,157,478,924 3,235,134,675

$2,392,536,020

$3,442,906,128




THE ANNIE E. CASEY FOUNDATION, INC.

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

CHANGES IN UNRESTRICTED NET ASSETS:

REVENUE AND SUPPORT:
Donations and grants
Donations released from restrictions
Dividends
Interest
Realized (losses) gains on sales of investments

Unrealized loss on investments - net of tax
Partnership and other income

Total revenue and support

EXPENSES FOR GRANTS AND OPERATIONS:
Grants:

Casey Family Services
System and Service Reform
Casey Strategic Consulting Group
Transforming Neighborhoods/Strengthening Families
Family Economic Success
Cross-Cutting Grants
Evaluation, Measurement and Advocacy/Communications
Strategic Grants and Disaster Relief

Total grants

Administrative expenses:
General
Postretirement benefit cost
Interest
Postretirement changes other than net periodic benefit cost
Investment expenses
Federal excise and other taxes

Total expenses for grants and operations

CHANGES IN UNRESTRICTED NET ASSETS BEFORE
CHANGE IN ACCOUNTING PRINCIPLE

Adoption of SFAS No. 158
CHANGES IN UNRESTRICTED NET ASSETS

CHANGES IN TEMPORARILY RESTRICTED NET ASSETS:
Change in value of charitable remainder trusts
Net assets released from restrictions

DECREASE IN TEMPORARILY RESTRICTED NET ASSETS

CHANGES IN NET ASSETS
NET ASSETS—Beginning of year

NET ASSETS—ENnd of year

See notes to financial statements.

2008 2007
$ 952,500  $ 335
2,472,560 14,659,637
30,280,079 37,009,165
2,853,307 3,512,913
(55,364,312) 203,991,220
(907,936,513) (122,563,083)
92,300,238 125,568,385
(834,442,141) 262,178,572
43,779,262 44,846,723
39,189,077 39,795,666
7,426,142 6,608,452
55,271,774 57,614,650
10,845,103 10,557,068
9,230,693 8,227,058
20,445,003 19,189,190
4,388,043 5,167,514
190,575,097 192,006,321
30,955,234 27,160,792
2,423,814 2,817,490
2,630,905 6,108,467
(3,748,107) -

11,075,685 9,634,776
1,540,446 6,289,739
235,453,074 244,017,585
(1,069,895,215) 18,160,987
- (9,565,933)
(1,069,895,215) 8,595,054
(5,287,976) 3,505,875
(2,472,560) (14,659,637)
(7,760,536) (11,153,762)
(1,077,655,751) (2,558,708)
3,235,134,675 3,237,693,383

$ 2,157,478,924

$ 3,235,134,675




THE ANNIE E. CASEY FOUNDATION, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets
Adjustments to reconcile changes in net assets to net cash
used in operating activities:

Depreciation and amortization
Loss on disposal of property and equipment
Net realized and unrealized loss (gain) on investments
Provision for losses on program related investments
Decrease (increase) in deposits and other assets
(Increase) decrease in security sales receivable
Decrease (increase) in interest and dividends receivable
Decrease in charitable remainder trusts
Increase in prepaid federal excise tax
(Decrease) increase in accounts payable and other liabilities
(Decrease) increase in security purchases payable
Decrease in current federal excise tax payable
Decrease in deferred federal excise tax
(Decrease) increase in postretirement benefit obligation

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sales of investments
Purchases of investments
Loans disbursed for program related investments
Capital expenditures

Net cash provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowing under credit facility
Repayment of debt
Net cash provided by financing activities
NET INCREASE (DECREASE) IN CASH
CASH—Beginning of year
CASH—ENd of year

See notes to financial statements.

2008 2007
$(1,077,655,751) $  (2,558,708)
3,224,718 3,472,718
- 743
977,242,627 (79,744,549)
1,006,786 -
322,886 (47,251)
(3,405,977) 3,736,228
3,084,872 (143,997)
7,760,536 11,153,762
(2,360,069) (443,060)
(2,421,652) 3,516,730
(2,277,674) 2,950,877
- (717,201)
(13,941,802) (1,683,588)
(1,647,018) 12,100,152
(111,067,518) (48,407,144)
1,409,199,771 1,696,051,135
(1,344,144,854)  (1,646,821,158)
(7,517,717) (2,368,010)
(1,951,634) (1,309,303)
55,585,566 45,552,664
56,481,859 5,330,124
(828,204) (2,555,064)
55,653,655 2,775,060
171,703 (79,420)
189,426 268,846
361,129 $ 189,426




THE ANNIE E. CASEY FOUNDATION, INC.

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

1. ORGANIZATION OF THE FOUNDATION

The Annie E. Casey Foundation, Inc. (the “Foundation”) is a not-for-profit organization founded in
1948 dedicated to serving disadvantaged children. The Casey family charitable remainder trusts have
provided a substantial portion of donations to the Foundation in prior years.

The Foundation’s funds are invested through various investment managers and Mellon Trust is the
custodian.

2.  SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — The Foundation’s financial statements have been prepared on the accrual basis
of accounting.

Investments — Investments are stated at fair value where a readily determinable fair value exists. Fair
value is determined using the closing prices for investments traded on any global stock exchange.
Investments in limited partnerships and similar interests, with no readily determinable fair value, are
stated at estimated fair value based on financial statements and other information received from the
partnerships.

Realized gains and losses on sales of investments in United Parcel Service, Inc. (“UPS”) common stock
are calculated based on the specific identification method. The realized gains and losses for other
investments are calculated based on the first-in, first-out method.

Program Related Investments — The Foundation makes program related investments (“PRI”) that
advance philanthropic purposes. These investments consist of various partnerships, loans and loan
guarantees. The limited partnerships are stated at estimated fair value, which may be based on historical
cost, financing events or material changes in the business. At December 31, 2008, the partnerships were
valued at $3,126,975 with unfunded commitments totaling $2,879,750 and $3,540,916 as of

December 31, 2008 and 2007, respectively. The loan commitments total $19,250,000, of which
$14,885,726 was paid through December 31, 2008. The loans are interest only with principal due at
maturity. Interest rates on loans receivable range from 1% to 4% and principal is scheduled to be paid in
full to the Foundation at the maturity dates ranging from August 2009 through July 2018. The loan
guarantees are collateralized by 943,057 shares of UPS common stock held by the Foundation. The fair
value of the guarantees is considered immaterial to the Foundation’s financial position and changes in
net assets and as a result, nothing has been recorded in accordance with FASB issued Interpretation

No. 45, Guarantors Accounting and Disclosure Requirements for Guarantees. Management has
reviewed all program related investments and for the year ended December 31, 2008, the Foundation
established a reserve for potentially uncollectible loans in the amount of $1,006,786. No allowance was
determined to be necessary as of December 31, 2007.

Charitable Remainder Trusts — The Foundation is the beneficiary of charitable remainder trusts
which are administered by third parties. The Foundation recognizes these trusts at their net present
value based upon actuarially determined calculations using a discount rate of 6%. The discount rate
used was the rate in effect at the time the trusts were initially recorded.



Under the terms of these trusts, payments of income are made from the trusts to the donees or other
specified parties over the terms of the trusts. Upon the termination of the trusts, the remaining net assets
will be transferred to the Foundation for its unrestricted use. For the years ended December 31, 2008
and 2007, $2,472,560 and $14,659,637, respectively, were transferred for unrestricted use.

Property and Equipment — Property and equipment, which consists primarily of buildings and
building improvements, is recorded at cost. Depreciation of property is calculated using straight-line
methods over the estimated useful lives of the assets, which range from three to twenty-five years.

Derivatives — The Foundation records its derivatives in accordance with the provisions of Statement
of Financial Accounting Standard (“SFAS”) No. 133, Accounting for Derivative Instruments and
Hedging Activities. As a not-for-profit organization, the Foundation is not allowed to use cash flow
hedge accounting. At December 31, 2008 and 2007, the Foundation held several interest rate swap
agreements that were entered into to manage interest rate exposure on various lines of credit. These are
recorded in the statements of financial position at fair value with the related gains and losses reflected
in the statements of activities. At December 31, 2008 and 2007, the fair value of the interest rate swaps
was $32,619,407 and $1,429,808, respectively, and is included in lines of credit, accounts payable and
other liabilities. Accordingly, the Foundation recorded an unrealized loss of $31,189,599 for the year
ended December 31, 2008 and an unrealized gain of $46,726 for the year ended December 31, 2007.
Additionally, in December 2007, the Foundation consolidated and restructured its swap agreements in
order to reduce the effective interest rate. As a result, the Foundation terminated two swap agreements
which generated realized losses of $3,930,000. The fees were paid in January 2008 and the accrual was
reflected in the statement of financial position at December 31, 2007.

The Foundation could be exposed to losses in the future in the event of nonperformance by the
counterparties in the interest rate swap agreements. However, the Foundation minimizes such risk
exposure by limiting the counterparties to major financial institutions. The Foundation does not expect
to record any losses as a result of counterparty default.

Expenses for Grants and Operations — For the years ended December 31, 2008 and 2007, the
Foundation received $7,450,169 and $6,732,971, respectively, in state and other funding. These funds
are related to direct services and have been netted against the related expenses shown on the statements
of activities in the Casey Family Services line item.

Recent Accounting Pronouncements — In June 2006, the Financial Accounting Standards Board
(“FASB”) issued Interpretation (“FIN”) No. 48, Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109, which clarifies the accounting for uncertainty in tax
positions. FIN No. 48 seeks to reduce the diversity in accounting practices used in regards to uncertain
tax positions by prescribing a recognition threshold and measurement criteria for benefits related to
income taxes. FASB Staff Position FIN No. 48-3, Effective Date of FASB Interpretation No. 48 for
Certain Nonpublic Enterprises, defers the effective date for private companies until fiscal years
beginning after December 15, 2008. Accordingly, the Foundation has elected to defer the
implementation of FIN No. 48.

The Foundation evaluates uncertain tax positions by using the provisions of Statement of Financial
Accounting Standard (“SFAS”) No. 5, Accounting for Contingencies. Accordingly, a loss contingency
is recognized when it is probable that a liability has been incurred as of the date of the financial
statements and the amount of the loss can be reasonably estimated. The amount recognized is subject to
estimate and management judgment with respect to the likely outcome of each uncertain tax position.
The amount that is ultimately sustained for an individual uncertain tax position or for all uncertain tax
positions in the aggregate could differ from the amount recognized. The Foundation is currently
evaluating the impact of FIN No. 48 and will continue to account for and disclose income tax exposures
pursuant to SFAS No. 5.



In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities. SFAS No. 159 permits entities to choose to measure certain financial assets and
financial liabilities at fair value. Unrealized gains and losses on items for which the fair value option
has been elected are reported in earnings. SFAS No. 159 was effective for fiscal years beginning after
November 15, 2007. The Foundation has elected not to measure any additional eligible financial assets
and liabilities at fair value under SFAS No. 159.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and
Hedging Activities - an amendment of FASB Statement No. 133. SFAS No. 161 amends and expands the
disclosure provisions of SFAS No. 133 for derivative instruments and hedging activities. SFAS No. 161
requires qualitative disclosures about how and why derivative instruments are used, additional
information regarding the accounting treatment for derivatives and hedging activities, and the related
impact on the financial statements. This statement is effective for reporting periods beginning after
November 15, 2008. The Foundation is currently evaluating the impact this pronouncement will have on
its financial statements.

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

Reclassifications—Certain prior year amounts have been reclassified to conform to the 2008
presentation. In the statement of activities for the year ended December 31, 2007, contributions —
remainder trusts and change in value of charitable remainder trusts have been combined and reported
net of the change in value. Additionally, Other Direct Services’ grants of $5,870,652 have been moved
to System and Service Reform grants in the 2007 statement of activities. These reclassifications had no
effect on the previously reported change in net assets in 2007 or total net assets at December 31, 2007.

Revision—Subsequent to the issuance of the Foundation’s 2007 financial statements, management
determined that transactions related to a securities lending program should have been recorded in
accordance with SFAS No. 140, Accounting for Transfers and Servicing of Financial Assets and
Extinguishment of Liabilities. Previously, the collateral and related payable were not reflected in the
statement of financial position. In accordance with the Standard, collateral of $116,800,382 has been
added to the 2007 statement of financial position as both an asset (collateral under securities lending
program) and a liability (payable under securities lending program). As a result, total other assets
increased from $69,163,384 to $185,963,766; total assets increased from $3,326,105,746 to
$3,442,906,128; total liabilities increased from $90,971,071 to $207,771,453; and total liabilities and
net assets increased from $3,326,105,746 to $3,442,906,128. There was no effect on the statement of
activities or the statement of cash flows.



3.

INVESTMENTS

December 31, 2008

December 31, 2007

Fair Fair
Value Cost Value Cost

Equities $ 633,896,207 $1,017,788,440 $1,297,487,267 $1,193,487,934
Hedge funds 589,404,441 682,719,968 698,973,789 591,687,078
UPS common stock 354,499,089 58,937,096 454,499,194 58,937,096
Private equity 240,645,188 259,756,421 192,493,154 177,996,878
Fixed income 213,145,261 212,560,566 339,647,700 343,022,526
Real estate 106,952,714 137,375,707 132,320,366 116,478,605
Short-term investments 57,342,519 58,567,888 62,471,734 62,470,838
Commodities 35,934,088 52,900,183 67,408,418 62,634,899
Mortgage notes 3,330,500 3,330,500 1,280,500 1,280,500

$2,235,150,007 $2,483,936,769 $3,246,582,122 $2,607,996,354

As of December 31, 2008 and 2007, the Foundation had total unfunded capital commitments to various
partnerships of $276,848,148 and $280,451,492, respectively.

The Foundation’s custodian maintains a securities lending program on behalf of the Foundation, and
maintains collateral at all times in excess of the value of securities on loan. Investment of this collateral
is in accordance with specified guidelines. The funds are part of a collateral pool which invests in high
quality debt securities with a managed short term duration. Income earned on these transactions is
included in revenue and support in the statements of activities. The value of securities on loan at
December 31, 2008 and 2007 was $74,519,449 and $112,703,444, respectively. In exchange, collateral
was provided to the custodian of $77,530,917 and $116,800,382 as of December 31, 2008 and 2007,
respectively. In accordance with SFAS No. 140, Accounting for Transfers and Servicing of Financial
Assets and Extinguishments of Liabilities, the collateral is shown as both an asset and a liability on the
statements of financial position.

Concentration of Risk — The Foundation is a holder of Class A and B UPS stock. When Class A
shares are sold or transferred, they will generally convert to Class B stock. The price per share of the
Class A stock is equivalent to Class B stock. As of December 31, 2008, the market value of UPS

Class B common stock was $55.16 per share. UPS stock represented approximately 16% and 14% of
the market value of the Foundation’s investment portfolio at December 31, 2008 and 2007, respectively.

FAIR VALUE MEASUREMENTS

Effective January 1, 2008, the Foundation adopted SFAS No. 157, Fair Value Measurements, which
establishes a single authoritative definition of fair value, establishes a framework for measuring fair
value, and requires additional disclosures about fair value measurements. SFAS No. 157 applies to all
assets and liabilities that are being measured and reported on a fair value basis. Under SFAS No. 157,
fair value refers to the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants in the market in which the reporting entity transacts.
The statement enables the reader of the financial statements to assess the inputs used to develop those
measurements by establishing a hierarchy for ranking the quality and reliability of the information used
to determine fair values. Investments with readily available active quoted prices or for which fair value
can be measured from actively quoted prices generally will have a higher degree of market price
observability and a lesser degree of judgment used in measuring fair value. In the absence of actively
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guoted prices and observable inputs, the Foundation estimates prices based on available historical data
and near term future pricing information that reflects its market assumptions. The statement requires
that assets and liabilities carried at fair value will be classified and disclosed in one of the following

three categories:

Level 1 — Quoted market prices in active markets for identical assets and liabilities.

Level 2 — Observable market based inputs or unobservable inputs that are corroborated

by market data.

Level 3 — Unobservable inputs that are not corroborated by market data.

At December 31, 2008, the following table presents the Foundation’s assets and liabilities that are
measured at fair value for each SFAS No. 157 hierarchy level:

ASSETS:

Investments
Equities
Hedge funds
UPS common stock
Private equity
Fixed income
Real estate
Short-term investments
Commodities
Mortgage notes

Total Investments

PRI - partnerships

TOTAL ASSETS

LIABILITIES:
Interest rate swaps

Fair Value Measurement at December 31, 2008

Total Level 1 Level 2 Level 3
$ 633,896,207 $ 268,552,076 $ - $ 365,344,131
589,404,441 - - 589,404,441
354,499,089 354,499,089 - -
240,645,188 - - 240,645,188
213,145,261 213,145,261 - -
106,952,714 22,726,977 - 84,225,737
57,342,519 57,342,519 - -
35,934,088 - - 35,934,088
3,330,500 - - 3,330,500
2,235,150,007 916,265,922 - 1,318,884,085
3,126,975 - - 3,126,975
$2,238,276,982 $ 916,265,922 $ - $1,322,011,060
$ 32,619,407 $ - $ 32,619,407 $ -

The SFAS No. 157 table above does not reflect the data associated with the securities lending program
as there is no net impact on fair value. As of December 31, 2008, the collateral and corresponding
payable under the securities lending program was $77,530,917. The collateral and securities on loan
under this program are classified as Level 1 assets under SFAS No. 157.

The following is a reconciliation of investments in which significant unobservable inputs (Level 3) were

used in determining fair value:



5.

Level 3

Balance as of January 1, 2008 $2,056,868,702
Purchases / (sales) / (distributions), net (248,040,765)
Net realized gains / (losses) (48,487,050)
Change in unrealized gains / (losses) (438,329,827)
Net transfers in and/or out of Level 3 -

Balance as of December 31, 2008 $1,322,011,060

Net change in unrealized gains / (losses) included in earnings
related to investments still held at December 31, 2008 $ (433,358,392)

PROPERTY AND EQUIPMENT

Property and equipment consists of the following at December 31:

2008 2007
Land $ 1,409,841 $ 1,409,841
Buildings and improvements 31,497,877 31,222,240
Leasehold improvements 3,571,037 3,013,462
Furniture and fixtures 2,446,445 1,675,063
Computer and office equipment 7,360,984 7,759,123
Capital projects in process 843,491 161,095
47,129,675 45,240,824
Less accumulated depreciation and amortization (23,004,035) (19,842,100)
Total property and equipment—net $ 24,125,640 $ 25,398,724

FEDERAL EXCISE TAX

The Foundation qualifies as a tax-exempt organization under Section 501(c)(3) of the Internal Revenue
Code and, accordingly, is not subject to federal income tax. However, the Foundation is classified as a
private foundation and is subject to a federal excise tax of 1% or 2% on investment income less
investment expenses, and on net realized taxable gains on capital transactions. In accordance with
Section 4940(e) of the Internal Revenue Code, for the year ended December 31, 2008, the Foundation
has met the specified distribution requirements and is subject to a federal excise tax of 1% in place of
the 2% tax. During the year ended December 31, 2007, the Foundation was subject to a federal excise
tax of 2%. The total amount of cash paid for excise taxes was $3,873,000 and $7,450,000 for the years
ended December 31, 2008 and 2007, respectively. In addition, during 2008 the Foundation paid taxes on
unrelated business income incurred through certain partnership investments. These taxes were not
material to the financial statements as a whole.

Deferred federal excise tax arises from timing differences between financial statement and tax reporting
related to investment income and the difference between the cost basis and market value of investments.
During 2008, the Foundation incurred cumulative net unrealized losses which depleted the cumulative
net unrealized gains and resulted in a deferred tax benefit of $13,941,802. For tax purposes, private
foundations may not carryforward/carryback capital losses. As such, the calculation of the deferred tax
benefit was limited to the deferred tax liability recorded in the prior year.
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LINES OF CREDIT AND OTHER DEBT

During 1998, the Foundation purchased its headquarters’ land and building and obtained a loan for
$4,400,000. Semi-annual payments including interest at 6.45% were due through April 2008. At
December 31, 2007, the outstanding principal of $328,204 was included in lines of credit, accounts
payable and other liabilities. The loan was fully repaid in 2008 and is no longer reflected on the
statement of financial position. Interest paid for 2008 and 2007 was $10,761 and $48,807, respectively.

Since 2003, the Foundation has obtained various lines of credit with Bank of America to be used for
strategic grant making and capital expenditures. The lines of credit had a combined total of $80,000,000
at December 31, 2007. During 2008, the lines of credit were consolidated and increased to
$160,000,000. At December 31, 2008 and 2007, the outstanding principal balance was $97,375,561 and
$41,393,701, respectively, and is included in lines of credit, accounts payable and other liabilities on the
statements of financial position. The loan is collateralized by 3,000,000 shares of UPS common stock
at December 31, 2008 and is scheduled to mature in January 2011; however, the Foundation intends to
renew the loan to extend the maturity date. Interest on the lines of credit is payable based on the one-
month floating LIBOR (1.08% and 3.91% at December 31, 2008 and 2007, respectively). In order to
manage the interest rate exposure, the Foundation entered into two interest rate swap agreements
exchanging the one-month floating LIBOR rate for fixed rates of 4.38% and 4.52%. Interest of
$2,620,144 and $2,129,660 was paid during the years ended December 31, 2008 and 2007, respectively.

DEFINED CONTRIBUTION AND OTHER POSTRETIREMENT PLANS

The Foundation maintains defined contribution plans for its employees. The Foundation recorded
$4,732,651 and $4,512,539 in expense for the years ended December 31, 2008 and 2007, respectively.

In addition, the Foundation provides postretirement medical and dental benefits to all eligible
employees. In September 2006, the FASB issued SFAS No. 158, Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Plans. This statement amends the guidance in SFAS Nos. 87,
88, 106 and 132R and requires employers to fully recognize the obligations associated with single-
employer defined benefit pension, retiree healthcare and other postretirement plans in their financial
statements. The statement also requires an employer to measure the funded status of a plan as of the
date of the year-end statement of financial position. As of December 31, 2007, the Foundation
implemented SFAS No. 158. The adoption resulted in an increase in the postretirement benefit
obligation of $9,565,933 and a corresponding reduction to net assets. This is reported in the statement
of activities as a change in accounting principle.

The benefit obligation for 2008 and 2007 is summarized as follows:

2008 2007
Benefit obligation at December 31 $ 15,528,831 $ 17,175,849
Fair value of plan assets at December 31 - -
Funded status and accrued benefit cost
recognized in the statements of financial position $ (15528,831) $ (17,175,849)
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9.

The following amounts not yet reflected in net periodic benefit cost are included in the change in net

assets as of December 31, 2008 and 2007:

2007
$ (6,272,836)

(3,293,097)

2008
Net transition obligation $ -
Net prior service cost -
Accumulated gain (loss) 3,748,107
Change in net assets $ 3,748,107

$ (9,565,933)

Weighted-average assumptions as of December 31, 2008 and 2007 are as follows:

2008
Discount rate (benefit obligation) 55 %
Discount rate (net periodic costs) 6.0 %
Expected return on plan assets N/A

2007

6.0 %
6.0 %
N/A

For measurement purposes, an 8% annual rate of increase in per capita cost of covered health care
benefits was assumed for the next three years. The rate was assumed to decrease to 6% for the subsequent
three years and 5% thereafter. Benefit information for the years ended December 31, 2008 and 2007 is

summarized as follows:

Benefit cost

Employer contributions

Plan participants’ contributions

Total benefits paid

2008 2007

$ 2,423,814 $ 2,817,490

$ 322,725 $ 283,271
4,795 1,556

$ 327,520 $ 284,827

The Foundation expects to make the following benefit disbursements:

Years Ending
December 31

2009
2010
2011
2012
2013
2014 - 2018

LEASES

$ 420,000
590,000
600,000
640,000
730,000

5,380,000

The Foundation leases office facilities at various locations. The leases generally provide that the
Foundation also pay taxes, insurance, and maintenance expenses related to these locations.

-12 -



10.

As of December 31, 2008, future minimum annual lease payments required are as follows:

Years Ending
December 31

2009 $1,978,000
2010 1,808,000
2011 1,657,000
2012 1,377,000
2013 1,116,000
Thereafter 1,904,000

$9,840,000

Rent expense for 2008 and 2007 was approximately $1,972,300 and $1,894,900, respectively.

In addition, the Foundation receives rental income from two tenants who occupy space in the
Foundation buildings.

Future minimum annual rental income under these noncancelable leases at December 31, 2008, is as
follows:

Year Ending

December 31

2009 $ 210,000

2010 181,000

2011 157,000
$ 548,000

Rental income for 2008 and 2007 was approximately $249,100 and $277,600, respectively.
GRANT ALLOCATIONS

As of December 31, 2008, the Foundation has approved grant funds for payments to various
organizations and projects of up to approximately $151 million, contingent upon the organizations’
performance of obligations specified in the grant agreements. Accordingly, grant expense is recorded
when the obligations are met and the resulting payments made. Such payments are expected to be made
during the period January 1, 2009 through December 31, 2009. In addition, the Foundation made a
multi-year $20 million grant commitment in 2007. During 2008, it was amended to $22.6 million
payable over seven years. Payment is subject to fulfillment of various program requirements. Through
December 31, 2008, $3.4 million has been paid against the commitment amount.
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