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Letter from the Chief Financial Officer

he financial statements and other information

contained in this report have been prepared by
management, which is responsible for the informa-
tion’s integrity and objectivity. The financial state-
ments have been prepared in accordance with gen-
erally accepted accounting principles applied on a
consistent basis and are deemed to present fairly the
financial position of ALBERTINA KERR CENTERS and
the changes in its net assets and cash flows. Where
necessary, management has made informed judg-
ments and estimates of the outcome of events and
transactions, with due consideration given to mate-

riality.

As a means of fulfilling its responsibility for the in-

tegrity of financial information included in this re-

port, management relies on a system of internal con-
trols established to ensure, within reasonable limits,
that assets are safeguarded against loss or unauthor-
ized use, that transactions are properly recorded and
executed in accordance with management’s authori-
zation, and that the accounting records can be relied
upon to prepare financial statements in accordance

with generally accepted accounting principles. This

system is augmented by careful selection and training of
qualified personnel and the dissemination of written

policies and procedures.

The financial statements have been examined by the
organization’s independent accountants, GARY MCGEE
& Co. LLP, whose report follows. Their examinations
were made in accordance with generally accepted audit-
ing standards. The Board of Directors meets periodi-
cally with management and the independent accountants
to review accounting, auditing, internal accounting con-
trols, and financial reporting matters, and to ensure that
all responsibilities are fulfilled with regard to the objec-
tivity and integrity of the organization’s financial state-
ments. The Board of Directors also reviews the scope
and results of Albertina Kerr Centers’ audit, and current
and emerging accounting and financial requirements and

practices affecting the organization.

Jerry Hoffert, MBA
Chief Financial Officer
Albertina Kerr Centers






GaryMcGee & Co. Lrp

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors
Albertina Kerr Centers:

We have audited the accompanying consolidated statement of financial position of Albertina Kerr Centers as of
June 30, 2011, and the related consolidated statements of activities, functional expenses, and cash flows for the
year then ended. These financial statements are the responsibility of Albertina Kerr Centers’ management. Our
responsibility is to express an opinion on these financial statements based on our audit. The prior year summa-
rized comparative information has been derived from the consolidated financial statements of Albertina Kerr
Centers as of June 30, 2010 and, in our report dated November 2, 2010, we expressed an unqualified opinion on

those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the pur-
pose of expressing an opinion on the effectiveness of Albertina Kerr Centers’ internal control over financial re-
porting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the 2011 consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Albertina Kerr Centers as of June 30, 2011, and the changes in its net assets and its cash

flows for the year then ended in conformity with accounting principles generally accepted in the United States.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The sup-
plementary information included in the schedules on pages 26 and 27 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of manage-
ment and was derived from and relates directly to the underlying accounting and other records used to prepare

the financial statements. The information has been subjected to the auditing procedures applied in the audit of
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the financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States. In our opinion, the information is fairly stated in all material respects in relation to the fi-
nancial statements taken as a whole.

@z,)/§¢ d o, 2ip

November 8, 2011



ALBERTINA KERR CENTERS

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

JUNE 30, 2011
(WITH COMPARATIVE AMOUNTS FOR 2010)

2011 2010
Assets:
Cash and cash equivalents $ 5,079,051 4,216,666
Accounts receivable (note 4) 1,636,547 1,112,451
Contributions receivable (note 5) 142,028 173,138
Prepaid expenses, deposits, and other current assets 381,830 397,927
Investments (note 6) 7,787,715 3,788,155
Beneficial interest in assets held by the Oregon
Community Foundation (note 7) 136,307 113,054
Contributions receivable from charitable remainder unitrusts (note 8) 383,600 3,203,543
Other long-term assets 75,291 25,692
Land, buildings, equipment, and property rights (notes 9, 11, and 12) 9,501,836 8,984,858
Total assets $ 25,124,205 22,015,484
Liabilities:
Accounts payable and accrued expenses 605,321 545,757
Accrued payroll liabilities 2,352,836 2,207,148
Deferred revenues and amounts refundable to grantors 48,689 116,863
Other liabilities (note 10) 212,590 206,248
Capital lease obligations (note 11) 177,052 237,144
Long-term debt (note 12) 1,299,255 1,390,354
Total liabilities 4,695,743 4,703,514
Net assets:
Unrestricted:
Available for programs and general operations 3,290,677 2,878,911
Designated by Board for long-term investment (note 14) 6,500,156 4,828,924
Cumulative endowment losses (note 14) - (62,062)
Net investment in capital assets 6,119,403 5,357,253
Total unrestricted 15,910,236 13,003,026
Temporarily restricted (note 14) 2,584,144 2,487,918
Permanently restricted (note 14) 1,934,082 1,821,026
Total net assets 20,428,462 17,311,970
Commitments and contingencies (notes 13, 17, 18, 19, 20, and 21)
Total liabilities and net assets $ 25,124,205 22,015,484

See accompanying notes to consolidated financial statements.



ALBERTINA KERR CENTERS

CONSOLIDATED STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2011
(WITH COMPARATIVE TOTALS FOR 2010)

2011
Temporarily Permanently
Unrestricted restricted restricted Total 2010
Revenues, gains, and other support:
Contract service fees $ 36,234,987 - - 36,234,987 36,733,286
Grants and contributions 1,661,798 241,980 38,177 1,941,955 2,108,804
Special events, net of direct costs
of $362,128 in 2011 and
$255,337 in 2010 403,666 - 71,186 474,852 376,534
Sales, net of cost of sales of
$108,282 in 2011 and
$116,790 in 2010 420,755 - - 420,755 436,042
Investment income 82,968 43,656 1,046 127,670 55,301
Net appreciation in the fair
value of investments 663,520 272,425 8,194 944,139 309,611
Increase in the beneficial interest
in assets held by the Oregon
Community Foundation (note 7) 23,253 - - 23,253 10,672
Increase (decrease) in the carrying
value of contributions receivable
from charitable remainder unitrusts 205,482 (55,008) - 150,474 638,189
Net change in the actuarial value of
charitable gift annuity agreements (6,801) - (5,547) (12,348) (12,302)
Net loss on disposal of assets (142,913) - - (142,913) (186,006)
Other 752,329 — — 752,329 347,201
Total revenues and gains 40,299,044 503,053 113,056 40,915,153 40,817,332
Net assets released from
restrictions (note 15) 406,827 (406,827) - - -
Total revenues, gains,
and other support 40,705,871 96,226 113,056 40,915,153 40,817,332
Expenses (note 16):
Program services 34,208,250 — — 34,208,250 34,227,369
Management and general 2,773,590 - - 2,773,590 2,650,257
Resource development 459,741 - - 459,741 465,270
Volunteer managed businesses 357,080 - - 357,080 365,864
Total expenses 37,798,661 — - 37,798,661 37,708,760
Increase in net assets 2,907,210 96,226 113,056 3,116,492 3,108,572
Net assets at beginning of year 13,003,026 2,487,918 1,821,026 17,311,970 14,203,398
Net assets at end of year $ 15,910,236 2,584,144 1,934,082 20,428,462 17,311,970

See accompanying notes to consolidated financial statements.



ALBERTINA KERR CENTERS

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2011

(WITH COMPARATIVE TOTALS FOR 2010)

2011
Volunteer
Program Management Resource managed
services and general development businesses Total 2010

Salaries and related costs $ 26,252,823 2,090,730 279,607 175,809 28,798,969 27,958,619
Clinical and other

contract labor 807,743 9,949 - - 817,692 1,107,068
Foster and respite fees 1,242,706 - - - 1,242,706 1,350,501
Legal and professional fees 169,163 63,012 463 - 232,638 529,217
Liability insurance 106,840 24,228 468 471 132,007 132,059
Program supplies 1,016,662 2,046 - 8,971 1,027,679 1,074,397
Office supplies 173,026 100,116 950 8,845 282,937 254,886
Telecommunications

and information systems 423,299 68,939 1,704 541 494,483 534,826
Facilities 2,276,433 71,826 6,505 89,273 2,444,037 2,356,501
Equipment costs 87,821 7,423 1,303 12,649 109,196 149,128
Vehicle expense 544,504 4,993 260 - 549,757 563,715
Public relations

and fundraising 6,454 248,560 153,256 10,566 418,836 518,577
Interest 83,906 2,070 — — 85,976 104,782
Other 132,575 50,524 8,732 18,949 210,780 226,212
Total expenses before

depreciation and amortization 33,323,955 2,744,416 453,248 326,074 36,847,693 36,860,488
Depreciation and

amortization 884,295 29,174 6,493 31,006 950,968 848,272
Total expenses $ 34,208,250 2,773,590 459,741 357,080 37,798,661 37,708,760

See accompanying notes to consolidated financial statements.



ALBERTINA KERR CENTERS

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2011
(WITH COMPARATIVE TOTALS FOR 2010)

2011 2010
Cash flows from operating activities:
Cash received from contractors,
grantors, contributors, and others $ 38,472,909 40,396,740
Cash received upon the termination of a charitable trust 2,970,417 -
Cash received from sales of associated businesses 529,037 552,832
Investment income received 127,670 55,301
Cash paid to employees and suppliers (36,570,012)  (36,409,800)
Interest paid (85,976) (104,782)
Net cash provided by operating activities 5,444,045 4,490,291
Cash flows from investing activities:
Capital expenditures (1,479,911) (941,228)
Cash proceeds received on the sale of assets 19,840 -
Cash proceeds received on the sale of investments 174,164 88,919
Purchases of investments (3,101,922) (525,812)
Reinvestment of investment income (127,663) (55,164)
Net cash used in investing activities (4,515,492) (1,433,285)
Cash flows from financing activities:
Proceeds from contributions restricted
for capital acquisition and long-term investment 225,078 447,733
Distributions to charitable gift annuity beneficiaries (16,155) (16,412)
Principal reductions of long-term debt (214,999) (80,774)
Payments made on capital lease obligations (60,092) (325,748)
Net cash provided by (used in) financing activities (66,168) 24,799
Net increase in cash and cash equivalents 862,385 3,081,805
Cash and cash equivalents at beginning of year 4,216,666 1,134,861
Cash and cash equivalents at end of year $ 5,079,051 4,216,666
Supplemental schedule of noncash investing and financing activities
Capital assets financed through the issuance of long-term notes (note 12) $ 123,900 -
Capital assets financed through capital lease obligations - 150,440
$ 123,900 150,440

See accompanying notes to consolidated financial statements.
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ALBERTINA KERR CENTERS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2011

1.

Organization

A private, nonprofit organization headquartered
in Portland since 1907, Albertina Kerr Centers
helps children, adults, and families in Oregon
who face mental health challenges and develop-
mental disabilities, empowering them to lead
fuller, self-determined lives. Private donations
and community support make this vital work pos-

sible.

We believe all children and adults with develop-
mental disabilities and mental health challenges
will thrive in nurturing homes and inclusive com-
munities.

Summary of Significant Accounting
Policies

The significant accounting policies followed by
Albertina Kerr Centers are described below to en-
hance the usefulness of the financial statements to
the reader.

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

Principles of Consolidation — The accompanying
financial statements include the accounts of Al-
bertina Kerr Centers; the Albertina Kerr Centers
Foundation (the “Foundation”); Kerr Bikes, LLC;

and The Old Kerr Nursery Association
(“TOKNA?), a voluntary association that oper-
ates Albertina’s restaurant, the Kerr Gift Shop,
and Kerr’s Economy Jar and Annex for the bene-
fit of the organization’s programs. All significant
interorganizational investments, accounts, and
transactions have been eliminated.

Basis of Presentation — The organization has
adopted the provisions of Financial Accounting
Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) No. 958-605, Revenue Rec-
ognition and FASB ASC No. 958-205, Presenta-
tion of Financial Statements. Under these provi-
sions, net assets and all balances and transactions
are presented based on the existence or absence of
donor-imposed restrictions. Accordingly, the net
assets of the organization and changes therein are
classified and reported as follows:

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

o Temporarily restricted net assets — Net assets
subject to donor-imposed stipulations that will
be met either by actions of the organization
and/or the passage of time. These balances
represent the unexpended portion of externally
restricted contributions and investment return
to be used for specific programs and activities
as directed by the donor.

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

11
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Expenses are reported as decreases in unrestricted
net assets. Gains and losses on investments and
other assets or liabilities are reported as increases
or decreases in unrestricted net assets unless their
use is restricted by explicit donor stipulation or by
law. Expirations of temporary restrictions on net
assets (i.e., the donor-stipulated purpose has been
fulfilled and/or the stipulated time period has
elapsed) are reported as net assets released from
restrictions.

Use of Estimates — The preparation of financial
statements in conformity with generally accepted
accounting principles requires that management
make estimates and assumptions that affect the
reported amounts of assets and liabilities, the dis-
closure of contingent assets and liabilities at the
date of the financial statements, and the reported
amounts of revenues and expenses during the re-
porting period. Actual results could differ from
those estimates. In the opinion of the organiza-
tion’s management, such differences would not be
significant.

Cash Equivalents — For purposes of the financial
statements, the organization considers all liquid
investments having initial maturities of three
months or less to be cash equivalents. Cash and
cash equivalents held as part of the organization’s
investment portfolio, and where management’s
intention is to use the cash to acquire investments
to be held long-term, are classified as investments.

Investments — Investments are carried at fair
value. Net appreciation (decline) in the fair value
of investments, which consists of the realized
gains or losses and the unrealized appreciation
(decline) of those investments, is reported in the
statement of activities. Interest income is accrued
as earned, and is presented net of investment ad-
visory fees (totaling $8,595 for the year ended
June 30, 2011).

The organization has some exposure to invest-
ment risks, including interest rate, market, and
credit risks. Due to the level of risk exposure, it is
possible that near-term valuation changes for in-
vestment securities may occur to an extent that
could materially affect the amounts reported in
the accompanying financial statements.

Capital Assets and Depreciation — Generally,
property and equipment with a carrying value of
$3,000 or more are capitalized and reported at
cost when purchased, and at market value when
acquired by gift. Depreciation is provided on a
straight-line basis over the estimated useful lives
of the respective assets, which is generally 40
years for buildings, 10 years (or the length of the
lease term, if less) for leasehold improvements,
and 3 to 5 years for furniture, equipment, and ve-
hicles.

The organization periodically reviews the carry-
ing amount of its capital assets whenever events
or circumstances provide evidence that suggests
that the carrying amount may not be recoverable.
If this review indicates that capital assets may not
be recoverable, the organization reviews the ex-
pected undiscounted future net operating cash
flows from the use of these assets. If such assets
are considered to be impaired, the impairment in
value is recognized as a charge in the statement of
activities. The impairment charge is the differ-
ence between the carrying amount of the capital
assets and its fair value. As of June 30, 2011, the
organization does not believe there is any indica-
tion that the carrying value or the amortization of
its capital assets has been impaired during the
year ended June 30, 2011.

Beneficial Interest in Trusts — The organization
receives contributions of property in which the
donor or donor-designated beneficiary may retain
a life interest. The assets are invested and admin-
istered by either a trustee or the organization, and
distributions are made to the beneficiaries during
the term of the agreement. These funds are in-
vested in debt and equity securities, and the or-
ganization records its interest in these trusts at
fair value based on estimated future cash receipts.
Initial recognition and subsequent adjustments to
the assets’ carrying values are reported as a
change in the value of split-interest trusts in the
accompanying financial statements, and are clas-
sified as permanently restricted, temporarily re-
stricted, or unrestricted depending on the exis-
tence of donor-imposed purpose or time restric-
tions, if any.



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

funds.

The Board of Directors has interpreted Oregon’s
adoption of UPMIFA as requiring the organiza-
tion to adopt investment and spending policies
that preserve the fair value of the original gift as
of the date of gift, absent explicit donor stipula-
tions to the contrary. Although the organization
has a long-term fiduciary duty to the donor (and
to others) for a fund of perpetual duration, the
preservation of the endowment’s purchasing
power is only one of several factors that are con-
sidered in managing and investing these funds.
Furthermore, in accordance with UPMIFA, a por-
tion of the endowment’s original gift may be ap-
propriated for expenditure in support of the re-
stricted purposes of the endowment if this is con-
sistent with a spending policy that otherwise satis-
fies the requisite standard of prudence under
UPMIFA.

As a result of this interpretation, the organization
classifies as permanently restricted net assets (1)
the original value of gifts donated to the perma-
nent endowment, (2) subsequent gifts to the en-
dowment, and (3) accumulations made pursuant
to the direction of the applicable donor gift in-
strument at the time the accumulation is added to

the fund.

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

With regard to endowment losses or appropria-
tions in excess of the fair value of the original gift,
in accordance with FASB ASC No. 958-320, In-
vestments — Debt and Equity Securities, the por-
tion of a donor-restricted endowment that is clas-
sified as permanently restricted is not reduced by
losses on the investments of the fund, except to
the extent required by the donor, including losses
related to specific investments that the donor re-
quires the organization to hold in perpetuity.
Similarly, the amount of permanently restricted
net assets is not reduced by the organization’s ap-
propriations from the fund. In the absence of do-
nor stipulations or law to the contrary, losses or
appropriations of a donor-restricted endowment
reduce temporarily restricted net assets to the ex-
tent that donor-imposed temporary restrictions
on net appreciation of the fund have not been sat-
isfied before the loss or appropriation occurs.
Any remaining loss or appropriation reduces un-
restricted net assets.

In accordance with UPMIFA, the Board of Direc-
tors has adopted investment and spending policies
for endowment assets that attempt to provide a
predictable stream of funding to the programs
and operations supported by its endowment,
while also seeking to maintain the long-term pur-
chasing power of the endowment assets. There-
fore, the Board of Directors considers the follow-
ing factors in making a determination to appro-
priate or accumulate donor-restricted endowment

funds:

e The duration and preservation of the fund;

e The purposes of the organization and the fund;

e General economic conditions;

e The possible effect of inflation and deflation;

o The expected total return from income and the
appreciation of investments;

e Other resources of the organization; and

e The investment policies of the organization.

13
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To meet that objective, the organization’s policies
limit the spending of investment income and ap-
preciation to a maximum of 7.0% of the market
value of such investments calculated on March 31
of the preceding year. During the year ended June
30, 2011, the organization’s Board of Directors
appropriated $45,762 from donor-restricted en-
dowment funds in accordance with this policy. In
addition, the organization’s Board of Directors
authorized the appropriation of $262,709 from
Board-designated endowment funds to help cover
the costs of some non-recurring operating ex-
penses, and fundraising budget shortfalls.

Contributions — Contributions are recognized as
revenues in the period received. Unconditional
promises to give (pledges) are recognized as reve-
nues when the commitment is communicated to
the organization. Conditional promises to give
are not recognized until they become uncondi-
tional, that is, when the conditions on which they
depend are substantially met. Contributions of
assets other than cash are recorded at their esti-
mated fair value.

Contributions of land, buildings, and equipment
without donor stipulations concerning the use of
such long-lived assets are reported as revenues of
the unrestricted net asset class. Contributions of
cash or other assets to be used to acquire land,
buildings, and equipment with such donor stipu-
lations are reported as revenues of the temporarily
restricted net asset class; the restrictions are con-
sidered to be released over the period of the as-
set’s intended useful life.

In-Kind Contributions — The organization re-
ceives contributed services from a large number of
volunteers who assist in fundraising efforts
through their participation in a range of busi-
nesses and activities. In accordance with FASB
ASC No. 958-605, Revenue Recognition, the val-
ues of such services, which the organization con-
siders not practicable to estimate, have not been
recognized in the statement of activities. Signifi-
cant services received which create or enhance a
non-financial asset or require specialized skills
that the organization would have purchased if not

donated are recognized in the statement of activi-
ties. During the year ended June 30, 2011, the or-
ganization recorded $68,516 of donated program
related services, and $34,122 in donated services
for special events.

In-kind contributions of equipment, other capital
assets and materials, as well as the free use of fa-
cilities, are recorded where there is an objective
basis upon which to value these contributions and
where the contributions are an integral part of the
organization’s activities. During the year ended
June 30, 2011, the organization recorded $22,750
in contributions of capital assets, $124,602 in in-
kind contributions of program goods and materi-
als, and $104,702 in donated materials for special
events. In addition, the organization reported
$6,350 in in-kind contributions associated with
the use of program facilities at discounted rates,
and $96,463 in the free use of meeting facilities for
special events.

Outstanding Legacies — The organization is the
beneficiary under various wills and trust agree-
ments, the total realizable amounts of which are
not presently determinable. The organization’s
share of such bequests is recorded when the pro-
bate court has declared the testamentary instru-
ment valid and the proceeds are measurable.

Revenue Recognition — All contributions and
grants are considered available for unrestricted
use unless specifically restricted by the donor.

Service revenues are recognized at the time ser-
vices are provided and the revenues are earned.

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

Advertising and Promotional Expenses — Ad-
vertising and promotional costs are charged to
expense as they are incurred.



Concentrations of Credit Risk — The organiza-
tion’s investments consist primarily of financial
instruments, including cash equivalents, mutual
funds, and similar interests, as well as an interest
in assets held by the Oregon Community Founda-
tion (“OCF”). These financial instruments may
subject the organization to concentrations of
credit risk as, from time to time, cash balances
may exceed amounts insured by the Federal De-
posit Insurance Corporation (“FDIC”), the mar-
ket value of securities are dependent on the ability
of the issuer to honor its contractual commit-
ments, and the investments are subject to changes
in market values.

All interest bearing checking and savings ac-
counts, money market deposit accounts, and cer-
tificates of deposit are insured by the FDIC for up
to $250,000 per depositor, per insured bank, for
each account ownership category. In addition,
Section 343 of the Dodd-Frank Wall Street Re-
form and Consumer Protection Act provides de-
positors with temporary unlimited coverage for
noninterest-bearing transaction accounts. This
unlimited protection became effective on Decem-
ber 31, 2010 and terminates on December 31,
2012.

The fair values of securities are dependent on the
ability of the issuer to honor its contractual com-
mitments, and the investments are subject to
changes in market values. The organization’s
beneficial interest in assets held by OCF (see note
7) is subject to changes in the market values of the
underlying assets owned by OCF (from which the
value of the organization’s beneficial interest has
been derived), and is also dependent on the value
of the assets being commensurate with the value
of distributions expected to be made to the or-
ganization by OCF in future years.

Certain receivables may also, from time to time,
subject the organization to concentrations of
credit risk. To minimize its exposure to signifi-
cant losses from customer or donor insolvencies,
management evaluates the financial condition of
its customers and donors, and monitors concen-
trations of credit risk arising from similar geo-
graphic regions, activities, or economic character-
istics. When necessary, receivables are reported
net of an allowance for uncollectible amounts.

Income Taxes — Both the Albertina Kerr Centers
and Albertina Kerr Centers Foundation are ex-
empt from federal and state income taxes under
Section 501(c)(3) of the Internal Revenue Code
(“IRC”) and comparable state law. Albertina
Kerr Centers has been recognized as a public
charity under Sections 170(b) (1) (a)(vi) and
509(a)(1) of the IRC. The Albertina Kerr Centers
Foundation derives its public charity status as a
Type I supporting organization described in IRC
Section 509(a)(3). As a single member LLC con-
trolled by a nonprofit organization, Kerr Bikes,
LLC is treated for tax purposes as a disregarded
entity.

For tax purposes, the Albertina Kerr Centers’ and
the Albertina Kerr Centers Foundation’s open au-
dit periods are for the years ended June 30, 2008
through 2010.

The organization has adopted the recognition re-
quirements for uncertain income tax positions as
required by FASB ASC No. 740-10, Income
Taxes. Under this standard, income tax benefits
are recognized for income tax positions taken or
expected to be taken in a tax return only when it
is determined that the income tax position will
more-likely-than-not be sustained upon examina-
tion by taxing authorities.

Subsequent Events — As required by FASB
ASC No. 855-10, Subsequent Events, subse-
quent events have been evaluated by man-
agement through November 8, 2011, which is
the date the financial statements were avail-
able to be issued.

Summarized Financial Information for 2010 —
The accompanying financial information as of
and for the year ended June 30, 2010, is presented
for comparative purposes only and is not intended
to represent a complete financial statement pres-
entation.

Other Significant Accounting Policies — Other

significant accounting policies are set forth in the
financial statements and the following notes.
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Program Services

During the year ended June 30, 2011, the organi-
zation incurred program service expenses in the
following major categories:

Adult Group Homes — Twenty-eight community-
based residential homes offer 24-hour support and
individual growth opportunities to adults with
developmental disabilities.

Community Inclusion — This program for people
with developmental disabilities gives them the
opportunity to participate in the workforce, join
in activities, and pursue hobbies that enrich their
lives, leading to increased independence and
community involvement.

Crisis Psychiatric Care — This program makes
available short-term, residential care (usually less
than two weeks) and 24-hour access to mental
health professionals for children with urgent men-
tal health crises. Kerr works to stabilize children
in crisis, provide effective mental health treat-
ment, and ultimately return the child to his or her
home, or a less intense level of care.

Early Childhood Outpatient Services — Offering
assistance to pre-school children with behavioral
challenges and their families, the focus of this
program is developing skills to promote a child’s
success and safety, preparing him or her to enter
kindergarten ready to learn in local community
schools. Supporters of this program include the
Portland Children’s Levy.

Intensive Community-Based Treatment — Ser-
vices are available for children age 3 to 17 who
are at risk of being unable to stay in their home or
in school due to mental health challenges. In ad-
dition to help building connections within the
community to develop long-term stability, the
family receives home-based therapy, skills train-
ing, and a 24-hour helpline.

Family Resource Center — The Family Resource
Center offers a place for families in our commu-
nity raising a child with mental health and behav-
ioral challenges to find support, answers to ques-
tions, and gather for activities and events.

Foster Care — Safe and caring homes for foster
children with mental health challenges as well as
developmental disabilities. Parents receive exten-
sive training and 24-hour support.

Intensive Treatment Program — A safe and se-
cure treatment program is available to youth with
developmental disabilities, many of whom also
have mental health challenges. This program is
the only one of its kind in Oregon.

Outpatient Services — Provided in community
settings, including homes, schools, and other loca-
tions, this program offers mental health services
for children, youth, and their families.

Supported Living — This support system for
adults with developmental disabilities provides
opportunities to create their own living situation
based on their needs and goals.

Youth Group Homes — Fifteen group homes pro-
vide around-the-clock support and life skills train-
ing for youth age 7 to 18 who have developmental
disabilities and mental health challenges that re-
quire specialized care and treatment.

Accounts Receivable

At June 30, 2011, the organization reported out-
standing receivables as follows:

Program service fees receivable $ 774,363
Contract payments receivable 587,474
Other 329,567
1,691,404

Less allowance for uncollectible
receivables (54,857)
$ 1,636,547
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Contributions Receivable 7.

Contributions receivable at June 30, 2011 repre-
sent unconditional promises expected to be col-
lected in less than one year, as follows:

Donor-restricted endowment $ 86,795
Support of general programs
and operations 60,233
147,028
Less allowance for
uncollectible receivables (5,000)
$ 142,028

Investments

Investments, which are carried at fair value, con-
sist of the following at June 30, 2011:

Equity mutual funds $ 4,492,423
Fixed income mutual funds 2,148,112
Emerging markets funds 505,648
7,146,183

Plus money market funds, sweep
options, and other cash equivalents 641,532
$ 7,787,715

Investments are held for the following purposes:

Donor-restricted endowment $ 1,852,287

Unappropriated endowment
earnings 296,197
Other 5,639,231
$ 7,787,715

Beneficial Interest in Assets Held by the
Oregon Community Foundation

The organization has established certain Board-
designated endowment funds at the Oregon
Community Foundation (“OCF”). In accordance
with FASB ASC No. 958-605, Revenue Recogni-
tion, the organization accounts for its interest in
these funds using the equity method of account-
ing, which approximates the present value of the
estimated expected future cash flows that will in-
ure to the organization.

Changes in the organization’s beneficial interest
in these funds for the year ended June 30, 2011 are
summarized as follows:

Balance at beginning of year $ 113,054
Increase in the beneficial interest

in assets held by the Oregon

Community Foundation 1 23,253
Balance at end of year $ 136,307

" Under the terms of its agreements with OCF, the organiza-
tion may receive quarterly distributions of investment re-
turn in accordance with OCF’s spending policies (currently
4.5% of a trailing 13-quarter market value average). Addi-
tional distributions can be made at any time by the affirma-
tive vote of a three-quarter majority of the organization’s
Board of Directors and with the approval of OCF. During
the year ended June 30, 2011, there were no distributions to
the organization.
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Contributions Receivable from Charitable
Remainder Unitrusts

The organization has been named the beneficiary
of several irrevocable charitable remainder uni-
trusts. The current beneficiaries of the trusts re-
ceive a percentage each year of the net fair market
value of the assets of the trusts, valued annually.
Upon the deaths of the beneficiaries, the organiza-
tion will receive either a percentage or all of the
remaining assets of the trusts. A contribution re-
ceivable of $343,600 was recorded at June 30,
2011, representing the actuarially determined pre-
sent value of the estimated future cash flows that
will inure to the organization, using a discount
rate of 6.0%.

In addition, at June 30, 2011 the organization held
a $40,000 remainder interest in a charitable trust
for which the last living beneficiary passed away
in June of 2010. Accordingly, the organization in-
terest in the trust has been adjusted to reflect the
current fair value of the assets held in trust.

Land, Buildings, Equipment, and Property
Rights

A summary of land, buildings, equipment, and
property rights at June 30, 2011 is as follows:

Land $ 563,678
Buildings 9,683,785
Improvements 3,144,854
Furniture and equipment 1,943,116
Vehicles 1,579,648
Property rights 141,627
Construction in-progress 61,546
17,118,254

Less accumulated depreciation
and amortization (7,616,418)

$ 9,501,836

10. Other Liabilities

11

At June 30, 2011, the following summarizes the
organization’s other liabilities:

Funds held on behalf of others $ 141,618
Liabilities associated with

charitable gift annuities ' 70,972

$ 212,590

"Included in the organization’s investment balances at June
30,2011 are $132,915 in assets invested in mutual funds asso-
ciated with six charitable gift annuities held at June 30, 2011.
Under the terms of these gifts, the organization has agreed, in
return for the gifted assets, to make payments to gift benefici-
aries for the balance of their lives. Upon the death of the bene-
ficiary (and, in certain cases, the beneficiary’s spouse), the or-
ganization will receive the balance of the remaining assets. At
June 30, 2011, the organization recorded a liability for these
charitable gift annuities, representing the actuarially deter-
mined present value of the estimated future payments to be
made to the beneficiaries using discount rates ranging from
2.5% to 10.0%. The liability recorded at June 30, 2011 totaled
$70,972.

State law requires, among other things, that the issuer of chari-
table gift annuities maintain certain minimum reserves, calcu-
lated in accordance with rules promulgated in Chapter 731.038
of the Oregon Revised Statutes. These rules also mandate that
the reserves be held in separate investment accounts. The
minimum reserves required by law at June 30, 2011 totaled
$70,972.

Capital Lease Obligations

The organization leases certain vehicles under
capital leases expiring between October of 2012
and April of 2015. The assets and related liabili-
ties under these leases have been recorded at the
present value of the minimum lease payments.
Leased assets with a carrying value of $292,088
are depreciated over the estimated useful life of
the assets. Accumulated depreciation on these as-
sets at June 30, 2011 totaled $126,907.
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Minimum future lease payments under these capi-
tal leases, as of June 30, 2011, are as follows:

Years ending June 30,

2012 $ 68,664
2013 62,472
2014 51,929
2015 15,665
198,730
Less unamortized interest (21,678)
Present value of net minimum
lease payments $ 177,052

Long-Term Debt

The acquisition and rehabilitation of the organi-
zation’s properties include costs financed through
loans received from various parties. The follow-
ing obligations, all secured by property and asso-
ciated trust deeds unless noted otherwise, were
outstanding at June 30, 2011:

Two notes with the City of

Gresham, Oregon, with the pro-

ceeds used to finance $90,163 in

sewer assessment charges. Inter-

est is at 5.68%. Interest and prin-
cipal are due in monthly pay-

ments of $629 through August of
2018. $

Wells Fargo Bank. $450,000 for
construction of the Sub-Acute psy-
chiatric residential treatment facil-
ity. This is a 20-year loan with rate
adjustments every five years. In
conjunction with this loan, the State
of Oregon awarded a 4.0% tax
credit which effectively reduces the
market interest rate to 5.24%, also
adjustable every five years. Pre-
payment penalties will not be as-
sessed at the adjustment dates, but
could apply if prepayment was
made at any other time. Costs in-
curred to acquire the loan were
$16,419 and are being amortized on

45,081

a straight-line basis over the life of
the loan. Interest and principal are
due in monthly payments of $2,571
through November of 2017.

Bank of America. $123,900 to
acquire the Appaloosa group
home in Salem, Oregon. Interest
is at 4.99%. Interest and princi-
pal are due in monthly payments
of $822 through August of 2025.

Bank of America. $999,900 to refi-
nance conventional loans associ-
ated with four program facilities lo-
cated in Eugene, Cornelius, Hills-
boro, and Salem, and to finance the
acquisition of an additional pro-
gram facility in Portland. Costs in-
curred to acquire the loan were
$49,545 and are being amortized on
a straight-line basis over the life of
the loan. Interest and principal are
due in monthly payments of $8,255,
with interest carried at a fixed rate
of 5.53%, through March of 2023. "

184,777

122,075

847,322

Meyer Memorial Trust, unse-
cured, with the proceeds used to
finance a $100,000 investment in
Kerr Bikes, LLC. Interest is at
2.0%. Interest due in quarterly
payments of $500, principal due

July 31, 2013. 100,000

$ 1,299,255

" The Bank of America loan of $999,900, undertaken during
the year ended June 30, 2008, utilized the “Small Nonprofit
Accelerated Program” (“SNAP”) Bond, which is a tax-exempt
bond issued by the Oregon Facilities Authority and exchanged
with, in this case, Bank of America in return for the loan made
by the Bank to Albertina Kerr Centers. A type of private
placement bond, this method of financing provided the or-
ganization with a streamlined approach to the financing and
significantly reduced fees.

The loan is secured by certain real property. In addition, to
ensure an additional measure of liquidity on both this loan and
the organization’s line of credit (see note 13), the loan agree-
ment with Bank of America requires that the Albertina Kerr
Centers Foundation, a separately incorporated entity that sup-
ports Albertina Kerr Centers, guarantee the loan by maintain-
ing a minimum of unrestricted, unencumbered liquid assets in
an amount equal to the amount of the outstanding liability.

Continued
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Obligations for future payments of principal are
summarized as follows:

Years ending June 30,

Temporarily Restricted Net Assets

Temporarily restricted net assets held at June 30,
2011 represent $2,584,144 in contributions,
grants, and other unexpended revenues and gains
available for specific program purposes and fu-
ture periods, as follows:

2012 $ 81,481
2013 79,447
2014 177,594
2015 75,501
2016 174,050
Thereafter 711,182

$ 1,299,255

Line of Credit

At June 30, 2011, the organization had available a
line of credit in the amount of $1.0 million, se-
cured by receivables, inventory, and equipment.
Interest is based on the British Bankers’ Associa-
tion London Interbank Offered Rate (“BBA LI-
BOR?”) rate (adjusted daily) plus 2.0%. Borrow-
ings are payable in full on December 31, 2011.
Any balances drawn on the line are also guaran-
teed by the Albertina Kerr Centers Foundation,
and require maintenance of a consolidated debt
service coverage ratio of at least 1.25:1.0 and con-
solidated, unrestricted, unencumbered liquid as-
sets in an amount not less than the amount out-
standing. At June 30, 2011, the organization was
in compliance with these covenants. No balances
were outstanding under this arrangement at June
30, 2011.

Restrictions and Limitations on Net Asset
Balances

Board-Designated Net Assets

At June 30, 2011, $6,500,156 had been designated
by the Board of Directors for endowment pur-
poses.

Unexpended cash:
Wraparound program $ 9,268
Other 28,953
38,221
Net investment in capital assets
to be amortized:
Group home properties 1,155,029
Information technology
software 116,860
Building repairs and
other building projects
and investments 634,237
1,906,126
Charitable remainder unitrusts:
Contributions receivable from
charitable remainder unitrusts
(see note 8) 343,600
343,600
Otbher:
Purpose unrestricted endowment
earnings 120,535
Chaplaincy unexpended
endowment earnings 101,960
Landmark Preservation Fund —
unexpended endowment
earnings 73,702
296,197
Total $ 2,584,144
Continued



Permanently Restricted Net Assets

At June 30, 2011, the organization held $1,934,082
in endowment funds. The investment income
earned on the investment of these permanently re-
stricted net assets is either restricted or unre-
stricted as follows:

Income unrestricted $ 1,033,631
Income restricted for:
Landmark Preservation Fund —
improvements to the Old Kerr
Nursery Association building 237,015
Chaplaincy program 663,436
$ 1,934,082

The organization’s endowment includes both donor-restricted endowment funds and funds designated by the
Board of Directors to function as endowment. As required by generally accepted accounting principles, net
assets associated with endowment, including funds designated by the Board of Directors to function as en-
dowment, are classified and reported based on the existence or absence of donor-imposed restrictions.

The following summarizes the organization’s endowment-related activities for the year ended June 30, 2011:

Board
Donor-restricted endowment designated Total
Temporarily Permanently endowment endow-
Unrestricted restricted restricted Total unrestricted ment
Endowment net assets at
beginning of year $  (62,062) 25,878 1,821,026 1,784,842 4,828,924 6,613,766
Grants and contributions — — 109,363 109,363 1,027,591 1,136,954
Investment return 62,062 316,081 9,240 387,383 707,669 1,095,052
Increase in the carrying value
of contributions receivable from
charitable remainder unitrusts - - - - 205,482 205,482
Net change in the actuarial value
of charitable gift annuity
agreements - - (5,547) (5,547) (6,801) (12,348)
Appropriation of endowment
assets for expenditure - (45,762) - (45,762) (262,709) (308,471)
Endowment net assets at
end of year $ - 296,197 1,934,082 2,230,279 6,500,156 8,730,735
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Net Assets Released from Restrictions

During the year ended June 30, 2011, the organi-
zation incurred $406,827 in expenses in satisfac-
tion of the restricted purposes specified by do-
nors, or satisfied the restrictions by the occurrence
of other events. Accordingly, a corresponding
amount has been reported as a reclassification
from temporarily restricted net assets to unre-
stricted net assets in the accompanying statement
of activities.

Expenses

The costs of providing the various programs and
other activities of the organization have been
summarized on a functional basis in the statement
of activities. Accordingly, certain costs have been
allocated among the programs and supporting
services benefited based on certain estimates made
by management.

Expenses are presented in their natural categories
in the statement of functional expenses.

Employee Retirement Plans

The organization sponsors a defined contribution
retirement savings plan covering substantially all
employees who have completed one year of ser-
vice with the organization and greater than 1,000
hours worked. The plan was established under
Section 401 (k) of the Internal Revenue Code, with
the organization matching employee contribu-
tions in the amount of 100% of the first 3.0% of
salary deferred and contributed to the plan by the
employee, and 50% of the next 2.0% of salary de-
ferred and contributed to the plan by the em-
ployee. The plan also includes an additional dis-
cretionary employer contribution component,
whereby the organization may contribute to the
plan a discretionary amount to each eligible em-
ployee on an annual basis.

18
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The organization adopted a new prototype plan
document, effective January 1, 2011. During the
year ended June 30, 2011, the organization con-
tributed $185,668 as a part of the plan’s matching
component described above and $5,128 in discre-
tionary contributions were made to the plan.

Contingencies

Amounts received or receivable under the organi-
zation’s governmental contracts are subject to au-
dit and adjustment by the grantor agencies. Any
expenditures or claims disallowed as a result of
such audits would become a liability of the or-
ganization’s unrestricted net assets. In the opin-
ion of the organization’s management, any ad-
justments that might result from such audits
would not be material to the organization’s over-
all financial statements.

Self-Insurance Programs

The organization is self-insured for unemploy-
ment claims. The estimated liability for such
claims is based upon management’s estimate as of
June 30, 2011, and includes provisions for known
claims and estimates of incurred but unreported
claims. Although the organization’s actual ex-
pense upon the ultimate disposition of the claims
may vary from this estimate, the organization
holds general unrestricted funds that are in excess
of the recorded liability at June 30, 2011.

Changes in the reported liability for self-insured
unemployment claims during the year ended June
30, 2011 resulted from the following;:

Liability at beginning of year $ 347,275
Current year claims 470,220
Current year change in estimates 164,415
Claim payments (417,398)
Liability at end of year $ 564,512
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Operating Lease Commitments

The organization leases various administrative
and program office facilities and equipment under
non-cancelable operating leases which expire in
various years through 2015. The organization has
the option to renew many of these leases at vari-
ous terms and amounts.

At June 30, 2011, the approximate minimum
rental commitments under these leases are as fol-

lows:

Years ending June 30,

2012 $ 715,978
2013 586,248
2014 458,245
2015 237,288

$ 1,997,759

Rent expense for the year ended June 30, 2011 to-
taled $516,621, including $6,350 in donated use of
facilities. Equipment lease costs totaled $145,977.

Litigation

From time to time, the organization is involved in
various unresolved legal actions and claims in the
ordinary course of its business involving services
provided to severely abused and neglected chil-
dren, young people with significant mental health
and behavioral problems, families in crisis, and
individuals with developmental disabilities. Al-
though it is not possible to predict with certainty
the outcome of these unresolved legal actions or
the range of possible loss or recovery, the organi-
zation believes these unresolved legal actions will
not have a material adverse effect on its financial
position, results of operations, or cash flows.

Fair Value Measurements
Included in the accompanying financial state-

ments are certain financial instruments carried at
fair value. These instruments include:

® [nvestments

® Beneficial interest in assets held by the Oregon
Community Foundation

® Contributions receivable from charitable re-
mainder unitrusts

The fair value of an asset is the amount at which
that asset could be bought or sold in a current
transaction between willing parties, that is, other
than in a forced or liquidation sale; similarly, the
fair value of a liability is the amount at which the
liability could be transferred in a current transac-
tion between willing parties. Fair values are
based on quoted market prices when available.
When market prices are not available, fair value is
generally estimated using discounted cash flow
analyses, incorporating current market inputs for
similar financial instruments with comparable
terms and credit quality.

All financial assets and liabilities carried at fair
value have been classified, for disclosure pur-
poses, based on a hierarchy defined by FASB ASC
No. 820, Fair Value Measurements and Disclo-
sures. The hierarchy gives the highest ranking to
fair values determined using unadjusted quoted
prices in active markets for identical assets and li-
abilities and the lowest ranking to fair values de-
termined using methodologies and models with
unobservable inputs, as follows:

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

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

e [evel 3 — Certain inputs are unobservable (sup-
ported by little or no market activity) and sig-
nificant to the fair value measurement. Unob-
servable inputs reflect the organization’s best
estimate of what hypothetical market partici-
pants would use to determine a transaction
price for the asset or liability at the reporting
date.
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At June 30, 2011, the following financial assets are measured at fair value on a recurring basis:

Level 1 Level 3 Total
Investments (see note 6):
Equity mutual funds:
Large cap domestic $ 2,047,047 - 2,047,047
Mid cap domestic 931,007 - 931,007
Small cap domestic 494,108 - 494,108
Foreign large cap 752,025 - 752,025
Commodities broad basket 268,236 - 268,236
Total equity mutual funds 4,492,423 - 4,492,423
Fixed income mutual funds:
Intermediate term bond 673,229 - 673,229
Inflation protected bond 360,511 - 360,511
Short-term bond 1,068,824 - 1,068,824
Government bond 45,548 - 45,548
Fixed income mutual funds 2,148,112 - 2,148,112
Emerging markets funds 505,648 - 505,648
Total investments 7,146,183 - 7,146,183
Beneficial interest in assets held by the Oregon
Community Foundation (note 7) - 136,307 136,307
Contributions receivable from charitable
remainder unitrusts (note 8) - 383,600 383,600
$ 7,146,183 519,907 7,666,090
The changes in valuation of Level 3 assets using significant unobservable inputs are as follows:
Beneficial
interest in Contributions
assets held receivable
by the Oregon from charitable
c ity ¥ ind
Foundation unitrusts Total
Fair value at beginning of year $ 113,054 3,203,543 3,316,597
Increase in the beneficial interest in assets
held by the Oregon Community Foundation 23,253 - 23,253
Distribution received from termination of
charitable remainder unitrust - (2,970,417) (2,970,417)
Increase in the carrying value of contributions receivable
from charitable remainder unitrusts - 150,474 150,474
Fair value at end of year $ 136,307 383,600 519,907
[A] (B]

[A] Measured at fair value based upon a discounted cash flow analysis of the expected income, which is equivalent to the fair value of
the underlying assets held by the Oregon Community Foundation. Management’s estimate of fair value is based solely upon informa-

tion provided by the Oregon Community Foundation (see note 7).

[B] Measured at fair value based upon a discounted cash flow analysis of the expected income, taking the fair value of the assets held in

trust and the life expectancy of the current beneficiaries into consideration (see note 8).



23. Statement of Cash Flows Reconciliation

The following presents a reconciliation of the in-
crease in net assets (as reported on the statement
of activities) to net cash provided by operating ac-
tivities (as reported on the statement of cash
flows):

Increase in net assets $ 3,116,492

Adjustments to reconcile increase in
net assets to net cash provided by
operating activities:

Depreciation 935,028
Amortization of property rights 11,802
Amortization of fees 4,138
Net appreciation in the fair

value of investments (944,139)

Increase in the beneficial

interest in assets held by

the Oregon Community

Foundation (23,253)
Increase in the carrying

value of contributions

receivable from charitable

remainder unitrusts (150,474)
Net change in the actuarial

value of charitable gift

annuity agreements 12,348
Net loss on disposal of
capital assets 142,913

Contributions restricted for
capital acquisition and

long-term investment (225,078)
In-kind contribution of

capital assets (22,750)
Net changes in:

Accounts receivable (524,096)

Contributions receivable 31,110

Prepaid expenses, deposits,

and other current assets 11,959

Contribution receivable
from charitable

remainder unitrusts 2,970,417
Other long-term assets (49,599)
Accounts payable and
accrued expenses 59,564
Accrued payroll liabilities 145,688
Deferred revenues and amounts
refundable to grantors (68,174)
Other liabilities 10,149
Total adjustments 2,327,553

Net cash provided by
operating activities $ 5,444,045




Schedule 1

ALBERTINA KERR CENTERS

CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

JUNE 30, 2011

(WITH COMPARATIVE AMOUNTS FOR 2010)

2011
Albertina Consoli-
Albertina Kerr dating
Kerr Kerr Centers elimination
Centers Bikes, LLC Foundation entries Total 2010
Assets:
Cash and cash equivalents $ 4,767,857 130,854 180,340 - 5,079,051 4,216,666
Accounts receivable 1,636,547 - - — 1,636,547 1,112,451
Contributions receivable 35,739 - 106,289 - 142,028 173,138
Prepaid expenses, deposits,
and other current assets 322,461 15,678 43,691 — 381,830 397,927
Investments 132,915 - 7,654,800 — 7,787,715 3,788,155
Beneficial interest in assets held
by the Oregon Community
Foundation - - 136,307 - 136,307 113,054
Beneficial interest in Albertina
Kerr Centers Foundation 9,240,113 - - (9,240,113) - —
Contributions receivable from
charitable remainder unitrusts - - 383,600 - 383,600 3,203,543
Other long-term assets - - 75,291 — 75,291 25,692
Land, buildings, equipment, and
property rights 9,412,689 58,248 30,899 — 9,501,836 8,984,858
Intraorganizational receivable
(payable) (575,056)  (101,809) 676,865 - - -
Total assets $ 24,973,265 102,971 9,288,082  (9,240,113) 25,124,205 22,015,484
Liabilities:
Accounts payable and
accrued expenses 596,927 2,971 5,423 — 605,321 545,757
Accrued payroll liabilities 2,352,836 - - - 2,352,836 2,207,148
Deferred revenues and amounts
refundable to grantors 6,143 - 42,546 - 48,689 116,863
Other liabilities 212,590 - - — 212,590 206,248
Capital lease obligations 177,052 - - - 177,052 237,144
Long-term debt 1,199,255 100,000 - — 1,299,255 1,390,354
Total liabilities 4,544,803 102,971 47,969 — 4,695,743 4,703,514
Net assets:
Unrestricted 18,472,223 - 6,678,126  (9,240,113) 15,910,236 13,003,026
Temporarily restricted 1,933,695 - 650,449 — 2,584,144 2,487,918
Permanently restricted 22,544 - 1,911,538 — 1,934,082 1,821,026
Total net assets 20,428,462 - 9,240,113 (9,240,113) 20,428,462 17,311,970
Total liabilities and net assets $ 24,973,265 102,971 9,288,082  (9,240,113) 25,124,205 22,015,484
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ALBERTINA KERR CENTERS

CONSOLIDATING SCHEDULE OF ACTIVITIES

YEAR ENDED JUNE 30, 2011
(WITH COMPARATIVE TOTALS FOR 2010)

Revenues, gains, and other support:
Contract service fees $
Grants and contributions
Special events, net
Sales, net
Investment income
Net appreciation in the fair

value of investments
Increase in the beneficial interest
in assets held by the
Oregon Community Foundation
Increase in the fair value of
contributions receivable from
charitable remainder unitrusts
Net change in the actuarial value of
charitable gift annuity agreements
Net loss on disposal of assets
Other
Net change in beneficial interest in
Albertina Kerr Centers Foundation

Total revenues, gains, and other support

Expenses:
Program services
Management and general
Resource development
Volunteer managed businesses
Grants to Albertina Kerr Centers
and Kerr Bikes, LLC

Total expenses
Increase (decrease) in net assets
Net assets at beginning of year

Net assets at end of year $

Albertina
Kerr
Centers

36,234,987
1,078,049

2,670

20,838

(12,348)
(142,913)
605,528

2,047,436
39,834,247

34,051,865
2,665,890

36,717,755

3,116,492
17,311,970
20,428,462

Kerr
Bikes, LLC

9,950

146,435

156,385

156,385

156,385

2011
Albertina
Kerr
Centers
Foundation

1,649,905
474,852
420,755
125,000

923,301

23,253

150,474

366

3,767,906

107,700
459,741
357,080

795,949
1,720,470
2,047,436
7,192,677
9,240,113

Consoli-
dating
elimination
entries

(795,949)

(2,047,436)
(2,843,385)

(795,949)

(795,949)
(2,047,436)
(7,192,677)
(9,240,113)

Total

36,234,987
1,941,955
474,852
420,755
127,670

944,139

23,253

150,474

(12,348)
(142,913)
752,329

40,915,153

34,208,250
2,773,590
459,741
357,080

37,798,661

3,116,492
17,311,970
20,428,462

Schedule 2

2010

36,733,286
2,108,804
376,534
436,042
55,301

309,611

10,672

638,189

(12,302)
(186,006)
347,201

40,817,332

34,227,369
2,650,257
465,270
365,864

37,708,760

3,108,572
14,203,398
17,311,970
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ALBERTINA KERR CENTERS

GOVERNING BOARD AND MANAGEMENT

2010-2011 Board of Directors

Colin R. Cave, MD, Chair
Board Member & Surgeon
Northwest Permanente

Priscilla Lewis, RN, MBA,
Chair-Elect

Region Director of Community
Services & Development
Providence Health & Services

Douglas D. Morris, JD,
Immediate Past Chair
Partner

Ater Wynne, LLP

Christopher Adamek
Practice Director

ACME Business Consulting, LLC

Shelley Barnes

Family Consultant
Oregon Health & Science
University

Doug Bogen
Area Manager
Eaton Electrical

Mariel Combs, JD

Attorney

Pacific NW Region

U.S. Department of the Interior,
Office of the Solicitor

Larry Davis, MBA
Senior Vice President
Bank of America

Angela Hult

Executive Director

The Regence Foundation
Director of Corporate
Philanthropy

Regence

28

Tom Lasley

Director of Destination Services
Providence Health & Services —
Pastoral and Spiritual Care

Celia Murphey
Community Volunteer

David Reinhart
Managing Principal
Felton Properties, Inc.

Margaret Rowland, MD
Chief Medical Officer

CareQOregon, Inc.

Rich Smith

Vice President, Human Resources

Kaiser Permanente, Northwest
Region

David Streicher, JD, CPA
Attorney-at-Law
Black-Helterline, LLP

Serilda Summers-McGee
Executive Director
Partners in Diversity
Program Director
Leadership Portland

John Thoma, CPA

Karin Wandtke, CPA
Partner
McDonald Jacobs

John Ward
President
R&*H Construction

David Wilson, DMD
General & Cosmetic Dentistry
David L. Wilson, DMD, P.C.

Honorary
Ken and Ginger Harrison
Peter Jacobsen

Emeritus

Peter Bhatia
Christine Brown, JD
Marsha Buono

Jean C. Cory

Andy Dignan

Helen H. Lindgren
Robert Mesher, CPA
Greg Mottau

Victor Stibolt, JD
Ken Thrasher

Bill Ulrich

Connie West

Corporate Officers
Christopher Krenk, President
Barbara Farringer, Secretary
Jerry Hoffert, Treasurer

Management

Christopher J. Krenk
President ¢& Chief Executive
Officer

Jeanne Farr
Senior Vice President

Developmental Disability Services

Gina Brimner
Vice President
Youth & Family Services

Doug Butler
Vice President
Facilities

Jerry Hoffert, MBA
Chief Financial Officer

Jodi Lippert
Vice President & Chief
Development Officer

Craig Rusch
Vice President ¢& Chief
Information Officer

Susan Stanley
Vice President of Human
Resources



ALBERTINA KERR CENTERS

INQUIRIES AND OTHER INFORMATION

Administrative Offices
ALBERTINA KERR CENTERS
424 N.E. 22nd Avenue

Portland, Oregon 97232

(503) 239-8101
(503) 239-8106 Fax

E-Mail
info@albertinakerr.org
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