














The Portland Foundation and Affiliate

Combined Schedules of Functional Expenses

For the Year Ended December 31, 2009

Salaries and Related Expenses:

Management
Program and General Total

Director's salary $ 38,750 $ 38,750 $ 77,500
Other salaries and wages 13,283 13,822 27,105
Payroll taxes 3,980 4,022 8,002
Employee benefits 5,668 7,818 13,486
Directors' and officers' insurance - 1,220 1,220
Travel - 2,904 2.904
Total salaries and related expenses 61.681 68.536 130,217

Other Expenses
Advertising - 12 12
Annual meeting - 87 87
Dues and subscriptions - 3,229 3,229
Insurance - 1,199 1,199
Internet 390 389 779
Legal and accounting - 5,230 5,230
Lilly Community Scholarship 6,049 - 6,049
Miscellaneous 1,128 - 1,128
Office supplies - 1,133 1,133
Postage - 3,715 3,715
Printing and promotion 13,034 - 13,034
Rent - 8,400 8,400
Repairs and maintenance - 1,359 1,359
Telephone - 2,597 2,597
Utilities - 3,072 3,072
Total other expenses 20,601 30.422 51,023
Depreciation of property and equipment - 7,866 7,866
Total expenses 3 82282 3 106,824 $ 189,106

- See Accompanying Notes and Auditor's Report -



May 26, 2011

To the Board of Directors
The Portland Foundation

In planning and performing our audit of the financial statements of The Portland Foundation
(organized as a trust) and The Portland Foundation, Inc. (affiliate) as of and for the year ended
December 31, 2010, in accordance with auditing standards generally accepted in the United States of
America, we considered The Portland Foundation’s internal control over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses and, therefore, there can be no assurance that all such deficiencies have been
identified. We did not identify any deficiencies in internal control that we consider to be material
weaknesses.

This communication is intended solely for the information and use of management, the Board of
Directors, and others within the organization, and is not intended to be and should not be used by
anyone other than these specified parties.

Very truly yours,

bitlnbucdn ¥ (aaiie, Lic

Bollenbacher & Associates, LLC
Certified Public Accountants



May 26, 2011

To the Board of Directors
The Portland Foundation

We have audited the financial statements of The Portland Foundation (organized as a trust) and
The Portland Foundation, Inc. (affiliate) for the year ended December 31, 2010, and have issued
our report thereon dated May 26, 2011. Professional standards require that we provide you with
the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated December 1, 2010, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does
not relieve you or management of your responsibilities. Our responsibility is to plan and perform
the audit to obtain reasonable, but not absolute, assurance that the financial statements are free of
material misstatement. As part of our audit, we considered the internal control of The Portland
Foundation and affiliate. Such considerations were solely for the purpose of determining our
audit procedures and not to provide any assurance concerning such internal control. We are
responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such matters.
We are also responsible for communicating any significant internal control deficiencies we
discover during our audit procedures.

If the audited financial statements are to be included with other documents, such as an annual
report, then the following applies:

1) Our responsibility as auditors does not extend beyond the financial information identified
in the audit report.

2) We have no obligation to perform any procedures to corroborate other information
contained in any other documents.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our meeting about planning matters.
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Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by The Portland Foundation and affiliate are described in Note 1 to the financial statements.
No new accounting policies were adopted and the application of existing policies was not
changed during 2010. We noted no transactions entered into by the Organization during the year
for which there is a lack of authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in a different period than when
the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate(s)
affecting the financial statements was (were):

Management’s estimate of the allowance for uncollectible pledges is based on historical
pledge collection rates and an analysis of collectability of individual pledges. We
evaluated the key factors and assumptions used to develop the allowance in determining
that it is reasonable in relation to the financial statements taken as a whole. As of
December 31, 2010, this allowance account contained a balance of zero.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the financial statements taken as a whole.
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Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated May 26, 2011.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Organization’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Organization’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.

This information is intended solely for the use of the Board of Directors and management of The
Portland Foundation and affiliate and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,
Prtlrbacher v Queistie, Lic

Bollenbacher & Associates, LLC
Certified Public Accountants



THE PORTLAND FOUNDATION AND AFFILIATE
112 E MAIN STREET
Portland, IN 47371

May 26, 2011

Bollenbacher & Associates, LLC
215 E. Pearl Street

PO Box 702

Portland, IN 47371

We are providing this letter in connection with your audits of the statements of financial
position of The Portland Foundation, as of December 31, 2010 and 2009, and the related
statements of activities, functional expenses, and cash flows for the years then ended for
the purpose of expressing an opinion as to whether the financial statements present fairly,
in all material respects, the financial position, changes in net assets, and cash flows of
The Portland Foundation in conformity with U.S. generally accepted accounting
principles. We confirm that we are responsible for the fair presentation in the financial
statements of financial position, changes in net assets, and cash flows in conformity with
generally accepted accounting principles. We are also responsible for adopting sound
accounting policies, establishing and maintaining effective internal control over financial
reporting, and preventing and detecting fraud.

We confirm, to the best of our knowledge and belief, as of May 26, 2011, the following
representations made to you during your audits:

1. The financial statements referred to above are fairly presented in conformity with
U.S. generally accepted accounting principles and include all assets and liabilities
under the Foundation’s control.

2. We have made available all:

a. Financial records and related data.
b. Minutes of the meetings of The Portland Foundation Board of Directors or
summaries of actions of recent meetings for which minutes have not yet been

prepared.

3. There have been no communications from regulatory agencies concerning
noncompliance with, or deficiencies in, financial reporting practices.

4. There are no material transactions that have not been properly recorded in the
accounting records underlying the financial statements.
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5.

We believe the effects of the uncorrected financial statement misstatements
summarized in the attached schedule are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.

We acknowledge our responsibility for the design and implementation of
programs and controls to prevent and detect fraud.

We have no knowledge of any fraud or suspected fraud affecting the Foundation
involving:

a. Management
b. Employees who have significant roles in internal control, or
c. Others where the fraud could have a material effect on the financial
statements.
We have no knowledge of any allegations of fraud or suspected fraud affecting
the Foundation received in communications from employees, former employees,

grantors, regulators, or others.

The Foundation has no plans or intentions that may materially affect the carrying
value or classification of assets, liabilities, or net asset balances.

10. The following, if any, have been properly recorded or disclosed in the financial

statements:

a. Related party transactions, including revenues, expenses, loans, transfers,
leasing arrangements, and guarantees, and amounts receivable from or
payable to related parties.

b. Guarantees, whether written or oral, under which the Foundation is
contingently liable.

c. All accounting estimates that could be material to the financial statements,
including the key factors and significant assumptions underlying those
estimates, and we believe the estimates are reasonable in circumstances.
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11.

12.

13.

14.

There are no estimates that may be subject to a material change in the near term
that have not been properly disclosed in the financial statements. We understand
that near term means the period within one year of the date of the financial
statements. In addition, we have no knowledge of concentrations existing at the
date of the financial statements that make the Foundation vulnerable to the risk of
a near term severe impact that have not been properly disclosed in the financial
statements.

We are responsible for compliance with the laws, regulations, and provisions of
contracts and grant agreements applicable to us; and we have identified and
disclosed to you all laws, regulations and provisions of contracts and grant
agreements that we believe have a direct and material effect on the determination
of financial statement amounts or other financial data significant to the audit
objectives.

The Portland Foundation is an exempt Foundation under Section 501(c)(3) of the
Internal Revenue Code. Any activities of which we are aware that would
jeopardize the Foundation’s tax-exempt status, and all activities subject to tax on
unrelated business income or excise or other tax, have been disclosed to you. All
required filings with tax authorities are up-to-date.

There are no:

a. Violations or possible violations of laws and regulations and provisions of
contracts and grant agreements whose effects should be considered for
disclosure in the financial statements, as a basis for recording a loss
contingency, or for reporting on noncompliance.

b. Unasserted claims or assessments that our lawyer has advised us are probable
of assertion and must be disclosed in accordance with FASB Accounting
Standards Codification 450, Contingencies.

c. Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by FASB Accounting Standards Codification 450, Contingencies.

d. Designations of net assets disclosed to you that were not properly authorized
and approved, or reclassifications of net assets that have not been properly
reflected in the financial statements.



Bollenbacher & Associates, LLC
May 26, 2011
Page (4)

15. The Foundation has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral.

16. We have complied with all restrictions on resources (including donor restrictions)
and all aspects of contractual and grant agreements that would have a material
effect on the financial statements in the event of noncompliance. This includes
complying with donor requirements to maintain a specific asset composition
necessary to satisfy their restrictions.

No events have occurred subsequent to the statement of financial position date and
through the date of this letter that would require adjustment to, or disclosure in, the
financial statements.

Signature: Title:




