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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of
The Olana Partnership:

We have audited the accompanying statements of financial position of The Olana Partnership (a New
York State not-for-profit corporation) as of December 31, 2007 and 2006 and the related statements
of activities, cash flows and functional expenses for the years then ended. These financial statements
are the responsibility of the Organization’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 audit 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
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 Olana Partnership as of December 31, 2007 and 2006, 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.

As discussed in Note 2 to the financial statements, the temporarily restricted net asset balances as of
December 31, 2006 were restated to account for additional contributions earned and to account for

government advances as deferred revenue.
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THE OLANA PARTNERSHIP

STATEMENTS OF FINANCIAL POSITION

December 31, 2007 and 2006

ASSETS

2006
2007 (as Restated)
Current assets:
Cash and cash equivalents $ 304,351 $ 667,639
Contributions receivable 299,574 274,531
Government grant receivable 559,172 -
Inventory 46,899 46,246
Prepaid expenses 20,000 -
Due from New York State 90,000 90,000
Total current assets 1,319,996 1,078,416
Cash and cash equivalents - construction of museum 335,956 319,475
Cash and cash equivalents - restricted to investment
in endowment 400,000 -
Investments 433751 314,428
Furniture and equipment, net of accumulated depreciation
of $47,533 in 2007 and $42,128 in 2006 23,413 27,544
Total assets $ 2,513,116 $ 1,739,863
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable $ 10,087  $ 16,244
Accrued expenses 21,183 31,948
Line of credit - 82,707
Government contract advance - 125,801
Total current liabilities 31,270 256,700
Net assets:
Unrestricted 581,429 581,289
Unrestricted - board designated 21,000 -
Temporarily restricted 1,479,417 701,874
Permanently restricted 400,000 200,000
Total net assets 2,481,846 1,483,163
Total liabilities and net assets $ 2,513,116 $ 1,739,863

See accompanying notes and auditors' report.
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THE OLANA PARTNERSHIP
STATEMENTS OF ACTIVITIES

Years ended December 31, 2007 and 2006

Change in unrestricted net assets:
Revenues:
Membership Dues
Contributions
Donated services
Grants
Bookstore and gift shop sales,
net of cost of goods sold of $70,414 and $32,700
Program and special events,
net of direct expenses of $160,485 and $250,732
Royalty income
Interest and dividend income
Unrealized gain on marketable securities
Gain (loss) on sale of marketable securities
Total unrestricted revenue
Net assets released from restrictions
Reclassification

Total unrestricted revenue and other support

Expenses:

Program
Management and general
Fund-raising
Total expenses
Change in unrestricted net assets

Change in temporarily restricted net assets:
Contributions
Net assets released from restrictions
Reclassification
Change in temporarily restricted net assets

Change in permanently restricted net assets:

Contributions
Reclassification

Change in permanently restricted net assets

Change in net assets

Net assets, beginning of year
Net assets, end of year

2006
2007 (as Restated)
$169,910 $179,502
253,355 190,417
91,712 200,864
919,539 91,999
76,874 21,301
74,887 138,862
380 379
55,906 27,200
8,362 30,461
442 (3,625)
1,651,367 877,360
199,916 270,910
(99,978) -
1,751,305 1,148,270
1,317,975 581,301
216,471 295,165
195,719 215,454
1,730,165 1,091,920
21,140 56,350
1,077,481 253,999
(199,916) (270,910)
(100,022) -
777,543 (16,911)
- 200,000
200,000 -
200,000 200,000
998,683 239,439
1,483,163 1,243,724
$2,481,846 $1,483,163

See accompanying notes and auditors' report.
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THE OLANA PARTNERSHIP
STATEMENTS OF CASH FLOWS

Years ended December 31, 2007 and 2006

2006
2007 (as Restated)
Cash flows from operating activities:
Change in net assets $ 998,683 $ 239,439
Adjustments to reconcile change in net assets to
net cash from operating activities:
Depreciation 5,405 5,843
(Gain)/loss on sale of marketable securities (442) 3,625
Unrealized gain on marketable securities (8,362) (30,461)
Donated investments (291,120) (66,364)
Gift of endowment (200,000) -
(Increase) decrease in:
Contributions receivable (25,043) (59,260)
Government grants receivable (559,172) -
Inventory (653) 7,385
Prepaid expenses (20,000) -
Increase (decrease) in:
Accounts payable (6,157) 7,743
Accrued expenses (10,765) (553)
Government contract advance (125,801) 125,801
Total adjustments (1,242,110) (6,241)
Net cash (used for) provided by operating activities (243,427) 233,198
Cash flows from investing activities:
Purchases of furniture and equipment (1,274) (7,263)
Sales of investments 180,601 98,816
Increase in cash and cash equivalents - construction of museum (16,481) (14,565)
Increase in cash and cash equivalents - restricted to investment
in endowment (400,000) -
Net cash (used for) provided by investing activities (237,154) 76,988
Cash flows from financing activities:
Payments on line of credit, net (82,707) (75,000)
Gift of Endowment 200,000 -
Net cash provided by (used for) financing activities 117,293 (75,000)
Net (decrease) increase in cash (363,288) 235,186
Cash and cash equivalents, beginning of year 667,639 432,453
Cash and cash equivalents, end of year $ 304,351 $ 667,639
Supplemental Disclosures to the Statement of Cash Flows:
Interest paid $ 1,262 $ 8,297
Donated investments $ 291,120 $ 66,364

See accompanying notes and auditors' report.
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THE OLANA PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Olana Partnership (the “Organization”) is a not-for-profit organization based in
Hudson, New York, that encourages public appreciation of, acts as an advocate for, and
provides supplementary support for the preservation and interpretation of Olana, the
home of one of America’s premier landscape artists, Frederic Edwin Church. Olana is a
National Historic Landmark and is a New York State Historic Site administered by the
New York State Office of Parks, Recreation and Historic Preservation.

Basis of accounting

The financial statements of the Organization have been prepared on the accrual basis of
accounting and, accordingly, reflect all significant receivables, payables and other
liabilities. The financial statements are presented in accordance with the Statement of
Financial Accounting Standards No. 117, “Financial Statements for Not-for-Profit
Organizations”, which requires the Organization to report information regarding its
financial position and activities according to three classes of net assets: unrestricted net
assets, temporarily restricted net assets, and permanently restricted net assets. A
description of the three net asset categories follows:

Unrestricted Net Assets — Net assets that are not subject to donor-imposed restrictions.
Unrestricted net assets may be designated for specific purposes or locations by action of
the Board of Directors.

Temporarily Restricted Net Assets - Net assets whose use is subject to donor-imposed
stipulations that may be fulfilled by actions of the Organization to meet the stipulations or
become unrestricted at the date specified by the donor.

Permanently Restricted Net Assets — Net assets subject to donor-imposed stipulations that
they be retained and invested permanently by the Organization.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that will 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.

Income Taxes
The Organization is exempt from federal income taxes under Section 501(c)(3) of the

Internal Revenue Code (IRC).

See auditors’ report.
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THE OLANA PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Support and Expenses

Contributions received and unconditional promises to give are measured at their fair
values and are reported as an increase in net assets. The Organization reports gifts of cash
and other assets 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 statement of activity as net assets released from
restrictions. Donor-restricted contributions whose restrictions are met in the same
reporting period are reported as unrestricted support.

The Organization reports gifts of goods and equipment 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 Organization reports expirations of donor restrictions
when the donated or acquired long-lived assets are placed in service.

Expenses are recorded when incurred in accordance with the accrual basis of accounting.

Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash and cash equivalents are considered
highly liquid investments with maturities of three months or less at the time of
acquisition. Cash and cash equivalents with donor imposed restrictions for the purpose of
acquisitions of fixed assets or endowment are excluded from cash and cash equivalents in
the statement of cash flows.

Revenue Recognition — Government Grants

Certain revenue is earned on cost reimbursable type contracts as services are provided
and expenses are incurred to carry out the objectives of the related contractual
arrangements. Cost reimbursable contract revenue is recognized only to the extent the
contract allows for the related costs incurred by the Organization and cannot exceed the
maximum amount allowed for under the contract. Funds advanced to the Organization
prior to the earnings process are deferred and included in the caption “government
contract advance” in the accompanying statements of financial position. Revenue earned
in excess of payments received from the government agency is accrued as government
grant receivable.

Contributions Receivable

Contributions receivable, totaling $299,574 and $274,531 as of December 31, 2007 and
2006, respectively, consist primarily of pledges and grants from private foundations that

See auditors’ report.
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THE OLANA PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

are scheduled to be collected within the current year. Management believes that all
contributions receivable at December 31, 2007 and 2006 are fully collectible.

Inventory

Inventory is stated at the lower of cost or market, with cost determined on a first-in, first-
out basis and market based on the lower of replacement cost or realizable value.
Inventory includes books, periodicals and other items available for resale at the bookstore
and gift shop.

Investments

Investments in equity securities with readily determinable fair values and all investments
in debt securities are measured at fair value in the statement of financial position.
Investment income (including realized and unrealized gains and losses on investments,
interest and dividends) is included in the statement of activities as increases or decreases
in unrestricted net assets unless donor or law restricts the income or loss. Investment
management fees for the year ended December 31, 2007 and 2006 were $1,757 and
$1,004, respectively.

Investments, stated at fair value include:

Cost Unrealized gain Market value
2007 $ 380,859 $ 52,892 $433,751
2006 $269,898 $44.530 $314,428

Concentrations of Credit and Market Risk

Financial instruments that potentially expose the Organization to concentrations of credit
and market risk consist primarily of cash equivalents and investments. Cash equivalents
are maintained at high-quality financial institutions and credit exposure is limited to any
one institution. The Organization has not experienced any losses on its cash equivalents.
The Organization’s investments do not represent significant concentrations of market risk
inasmuch as the Organization’s investment portfolio is adequately diversified among
issuers.

Furniture, Equipment and Depreciation

Furniture and equipment are recorded at cost or, if donated, at the estimated fair value at
the time of donation. Expenditures for routine repairs and maintenance that do not add to
an asset’s utility are expensed in the period in which they are incurred. Asset additions
and expenditures that extend the useful lives of existing assets are capitalized and
depreciated. Gains and losses from disposals of property and equipment are included in
current operations. Depreciation on furniture and equipment is recorded using the
straight-line method over the various estimated useful lives of the assets.

See auditors’ report.
-9~



THE OLANA PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

As the Organization embarks on construction projects in support of its purpose, New
York State and the Organization typically enter into agreements that map out the
parameters of the projects. The State and the Organization agree on the ownership of
assets constructed with funds contributed by the Organization. Construction costs
incurred by the Organization for assets that it will not own are expensed as incurred.

Reclassification

During the year ended December 31, 2006, a donor pledged $400,000 to the
Organization. The donor’s intent was to pay $200,000 in 2006 to fund certain costs of
the Farm Complex and to pay $200,000 in 2007 for endowment. During the year ended
December 31, 2007, the Organization received government funding for the majority of
the Farm Complex. The donor decided to change the characterization of the gift to all
endowment of $400,000. At the same time, the donor allowed the organization to use the
$400,000 for temporary cash flow requirements until the cost reimbursable government
contract paid the Organization under the contract. As a result, the Organization
reclassified $100,022 and $99,978 from temporarily restricted and unrestricted net assets,
respectively to permanently restricted net assets in the accompanying statement of
activities for the year ended December 31, 2007 to reflect the donor’s change in intent.

Donated Services

The Organization recognizes revenue for certain services received at the fair value of
those services. These services include professional services donated by doctors and
counselors to clients and donated advertising and legal services. The fair value of the
donated services is reflected in revenues and included in expenses in the following
functional categories:

2007 2006

Professional fees $ 78,046 $ 175,403
Landscape architect 2,040 5,520
Printing and publication 866 1,131
Catering 9,800 17,790
Editorial services 960 1,020
Summer party 35,151 -
Subtotal 126,863 200,864
Less: special event (35.151) -
$ 91,712 $ 200,864

In addition, many individuals volunteer their time and perform a variety of tasks that
assist the Organization with program services and fundraising events. No amounts have
been reflected in the financial statements for these donated services since the volunteers’
time does not meet the criteria for recognition under SFAS No. 116.

See auditors’ report.
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THE OLANA PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE 2 - PRIOR PERIOD ADJUSTMENTS

The Organization’s previous accounting policy was to account for government advance
payments on cost reimbursable type contracts as temporarily restricted contributions
revenue. During the year ended December 31, 2007, the Organization determined that
government advance payments should be accounted for as exchange transactions in
conformity with accounting guidance outlined in the AICPA Audit and Accounting Guide
Not-For-Profit Organizations. As a result of this change, the 2006 financial statements
have been restated by $212,601 as of December 31, 2006. There were no government
advances as of December 31, 2005.

The Organization did not record as of December 31, 2006 a permanently restricted
contribution receivable pledged for $200,000. In addition, the Organization included
$64,752 in temporarily restricted net assets for restrictions that were met as of
December 31, 2006. The statement of financial position, statement of activities and cash
flows have been restated to reflect these corrections.

Temporarily Restricted Net Assets (Statement of Financial Position):

December 31, 2006

As Previously Stated § 979,227
As Restated 701.874
Difference $ 277,353

The difference as of December 31, 2006 represents $212,601 of government advances
reclassified from temporarily restricted net assets to a current liability called “government
contract advance” and $64,752 of contributions received during the year ended
December 31, 2006 for traveling exhibits where the purpose restrictions were met and
were restated as unrestricted net assets as of and during the year ended December 31,
2006. These changes had no impact on the captions of operating, investing or financing
activities in the accompanying statement of cash flows for the year ended December 31,
2006.

The Organization restated permanently restricted revenue and net assets as follows:
Permanently Restricted Net Assets (Statement of Financial Position):

December 31, 2006

As Previously Stated $ 0
As Restated 200,000
Difference $ 200,000

See auditors’ report.
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