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Coalition of Graduate Employees
101 NW 234 Street

Corvallis, Oregon 97330

phone: (541) 757-7141

fax: (541) 753-3039
email: unite@cge6069.org

NOTICE TO ALL NON-UNION MEMBER FAIR SHARE FEE PAYERS

The current contract between the Coalition of Graduate Employees and Oregon State University requires graduate
teaching and research assistants who are included in the bargaining unit, but are not members of the union, to pay
their fair share of the cost of collective bargaining, contract enforcement, and related activities. Any request for
exemptions, whether they had been granted or not, must be filed each year. Based on our auditors' calculations,
your fair share as a non-union member is 83% of the regular dues paid by a CGE member, or 1.66% of your gross
monthly salary.

In the past, your fair-share dues have been the amount listed above. Starting December 1, 2010 and pursuant to
the agreed-upon contract being ratified, all bargaining unit employees regardless of membership will have full
member dues, or 2.0% of your gross monthly salary, deducted from your monthly paycheck. If you wish to be
rebated the difference between full member and fair-share dues, you must fill out an application for rebate within
30 days of this notice being sent out. The application can be found at cge6069.org or in the CGE office. Rebates
will be available at the end of each term.

CGE’s membership is currently 42% of the bargaining unit. This magnitude of support has helped make our
contract settlements a reality and brought us the financial stability necessary to improve benefits and working
conditions for all graduate teaching and research assistants at OSU. However, we can do better.

As a member of CGE, you would have the right to attend quarterly general membership meetings, vote or run for
positions on CGE’s Executive Council, vote on contract proposals and ratifications, and make your voice heard
through our various committees and events. Contact us at unite@cge6069.org or call us at 541/757-7141 if you’re
interested in joining CGE or if you have any questions.

In Solidarity,

@7@/@/

Rob Hess
President, CGE

AFT, AFL-CIO Local 6069
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Findings of the Audit Committee

We have examined the financial records of the Coalition of Graduate Employees, Oregon State University
(AFT Local 6069) for the period July 1, 2009 through June 30, 2010 and found them to be in good order
with the following exceptions:

1) There is currently no scheduled backup of financial files which are stored in electronic form. CGE should
institute a regular monthly backup of such files.

2) Financial reports were not available on a monthly basis. In the future, these monthly reports should be
produced as outlined in the Policies and Procedures manual.

3) Current reimbursement forms are stored by expense type. As such, it is difficult to determine the validity
of checks which contain more than one expense. In the future, payments for reimbursements which are
combined into a single check should be reported on the same form, or filed together.

4) Due to a lag between checks written and debited, and income deposited at the beginning of the month
past, there is a discrepancy in the assets in and assets out at the end of the year. Due to the difficulty

in tracking the exact deposits which cause the discrepancy, we recommend the use of financial tracking
software in order to easily reconcile the accounts.

This examination was performed by a committee of members of the Coalition of Graduate Employees and
was not conducted in accordance with generally accepted accounting or auditing principles.

Based on our examination, we will submit the financial statements upon further review.
Sincerely,
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Julie George Rachel Houtman Mark Schure



Coalition of Graduate Employees Fair-Share Determination 2009-2010

Expenses Total Chargeable | Non-chargeable
Staff salaries: Organizer 44,043.09 43,382.44 660.65
Business Mgr 13,587.74 13,587.74 0.00
Staff fringes 928.53 921.53 7.00
Payroll taxes 4,945.35 4,893.35 52.00
Organizing Expenses 826.10 826.10 0.00
Meetings and events 5,557.98 5,5657.98 0.00
Office expenses 7,811.26 7,808.26 3.00
Insurance 575.00 575.00 0.00
Organizing Expenses 826.10 826.10 0.00
AFT-Oregon 62,028.40 46,645.36 15,383.04
AFT-National 8,319.47 5,748.75 2,570.72
AFL-CIO 8,619.26 0.00 8,619.26
Collective Bargaining
Expenses 849.67 849.67 0.00
Leadership Training Expenses 259.56 259.56 0.00
Total 159,177.51 | 131,881.84 27,295.67
Percentages 100% 83% 17%

Member dues are 2.0% of gross monthly income.
Fair-share dues are 83% of that, or 1.66% of gross monthly income.




Fair Share Determination Objection Policy

Individual nonmember fair share fee payers who wish to challenge the Coalition of Graduate
Employees (CGE) calculation of chargeable expenses and the amount of the fair share fee set forth
in this notice must do so individually and in writing. The written challenge must include the
challenger's name, address, OSU student identification number, job title, and employing
department.

The written challenge must be sent to the local by mail, postmarked no later than 30 days from the
date of this notice, to the following address:

Coalition of Graduate Employees
101 NW 23:a Street
Corvallis, OR 97330

An impartial decision-maker will be appointed by the American Arbitration Association to resolve
all challenges to CGE’s fair share fee determination. All challenges to CGE’s fair share fee will be
consolidated into a single proceeding. The impartial arbitrator will hold hearings in which the
challenger(s) can participate personally or through a representative. In these hearings CGE will have
the burden of proof regarding the amount of the fair share fee and the accuracy of the underlying
calculation of chargeable expenses. The challenger(s) will be given an opportunity to present their
own evidence and to present written arguments in support of their challenge(s). The arbitrator will
issue a written decision and award on the basis of the evidence and argument presented. The
challenger(s) will receive further information regarding the hearing, including the time and the place
of the hearing, directly from the American Arbitration Association. Upon receipt of a written
challenge CGE will deposit, in an interest bearing escrow account, 100% of the fair share fee paid by
the challenger pending resolution of their challenge. The fair share fee shall remain in escrow until
the arbitration award issues and shall be distributed, along with accrued interest, pursuant to the
arbitrator's ruling.

AFT, AFL-CIO Local 6069



PR R F I A R LT

TO: Affiliated Locals and State Federations

FROM: Antonia Cortese, Secretary-Treasurer &\,W Q@Wﬂf
SUBJECT: Agency Fees 2010-2011 |

Date: July 29, 2010

The American Federation of Teachers has engaged in extensive consultation with attorneys
and auditors on the issue of the portion of the agency fee (fair share fee) that is chargeable
and the amount that is nonchargeable (rebateable) to the agency fee payer.

The AFT report of the Independent Auditors, Calibre CPA Group, PLLC is attached for the
chargeable and nonchargeable percentages for the year ending April 30, 2010. Based on the
allocation of expenses for the year, we calculated the AFT agency fee per capita for the
2010-2011 year to be as follows:

AFT Convention approved per capita rates effective 9/1/10 for the 2010-2011 year:

2 months @ 16.00
10 months@ 16.55

$ 32.00
$165.50

July 2010 through August 2010
September 2010 through June 2011

The estimated chargeable expenses for 2010-2011 are  $197.50 * 69.10% = $136.47
Therefore, nonchargeable expenses for 2010-2011 are  $197.50 * 30.90% = $ 61.03

The nonchargeable percentage is derived by dividing the expenses that are nonchargeable
by the total expenses incurred.

No chargeable expenses have been listed for the occupational liability or AD&D insurance.
If your local provides these insurances (one or both) to an agency fee payer, they should be
listed on your local chargeable expense list.

This AFT audited report must be combined with your local and state federation reports as
well as a copy of its challenge procedures be provided to agency fee payers at least 30 days
prior to the collection of the first agency fee for the 2010-2011 school year, or the number of
days required by applicable state law.
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REPORT OF INDEPENDENT AUDITORS

The Secretary-Treasurer
American Federation of Teachers, AFL-CIO

We have audited the accompanying combined statement of General Fund and
Militancy/Defense Fund expenses and allocation between chargeable expenses and
non-chargeable expenses of the American Federation of Teachers, AFL-CIO (the
Federation) for the year ended April 30, 2010. This combined statement is the
responsibility of the Federation's management. Our responsibility is to express an
opinion on this combined statement based on our audit.

We conducted our audit of this combined statement in accordance with auditing
standards generally accepted in the United States of America. Those standards
require that we plan and perform an audit to obtain reasonable assurance about
whether the combined statement is 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 purpose of
expressing an opinion on the effectiveness of the Federation’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement, assessing the accounting principles used and significant estimates
made by the Federation’s management, as well as evaluating the overall combined
financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

The total expenses reflected in Column A of the combined statement are based on the
expenses of the Federation for the year ended April 30, 2010, as modified for the
accounts and funds described in Note 1b. The allocation of combined expenses
between chargeable (column B) and non-chargeable (column C) is based on the
definitions and significant factors and assumptions described in Notes 2 and 3.

In our opinion, the combined statement referred to above presents fairly, in all
material respects, the combined expenses of the American Federation of Teachers,
AFL-CIO for the year ended April 30, 2010, as modified for the accounts and funds
described in Note 1b, and the allocated combined expenses between chargeable and
non-chargeable expenses, on the basis of the definitions and significant factors and
assumptions described in Notes 2 and 3.

This report is intended solely for the information and use of the American Federation
of Teachers, AFL-CIO and its agency fee payers, outside the State of California, and
is not intended to be and should not be used by anyone other than these specified
parties.

Cutitne CPA Gvrup, Pric

Washington, DC
July 27,2010



AMERICAN FEDERATION OF TEACHERS, AFL-CIO

COMBINED STATEMENT OF GENERAL FUND AND MILITANCY/DEFENSE FUND

EXPENSES AND ALLOCATION BETWEEN CHARGEABLE

EXPENSES AND NON-CHARGEABLE EXPENSES

DIRECT EXPENSES

Salaries
Fringe benefits
Payroll and other taxes
Severance and vacation pay
Travel and related expenses
Dues, donations, and membership fees
Publications:

American Teacher

Aterican Educstor

Health Wire

Public Emplovee Advocate

On Campus

PSRP Reporter
Mass and electronic media

information services
AFT-COPE and related activities
Affiliation fees
Educational training programs
Regional conferences and training
QuEST conference
Assistance and collective bargaining
State federation rebates
Militancy Fund
Defense Fund
Solidarity Fund - National
Solidarity Fuand - State Federations
Legal, audit, and consulting expenses
Legal, audit, and consulting
expenses - agency shop
Legislative activities
Public affairs activities
Member benefits activities
International affairs activities

Convention and executive council meetings

Departmental meetings
Regional offices

Total direct expenses

YEAR ENDED APRIL 30, 2010

Column A Column B Column C
Total Chargeable Non-Chargeable
Expenses Expenses Expenses Notes
$ 36058176 $§ 29964441 § 6,093,735 3a
12,088,163 10,033,283 2,054,880 3b
2,552,741 2,093,732 459,009 3b
2,008,465 1,647,322 361,143 3b
6,231,384 5,586,478 644,906 3b
5,060,429 - 5,060,429 3c
1,586,716 576,976 1,009,740 3d
1,490,191 435,195 1,054,996 3d
126,055 27,423 98,632 3d
172,576 65,259 107,317 3d
446,968 164,660 282,308 3d
377,164 169,448 207,716 3d
35,363 35,363 - 3e
5,293,035 - 5,293,035 3f
10,852,511 - 10,852,511 3g
399,798 339,497 60,301 3h
1,785,985 1,785,985 - 3h
780,928 780,928 - 3h
25,097,995 25,097,995 - 3i
1,915,513 1,515,513 - 3j
15,638 - 15,638 3k
8,470,363 8,470,363 - 31
1,940,908 409,695 1,531,213 3m
5,197,020 5,197,020 - 3m
7,250,997 5,751,312 1,499,685 3n
106,002 106,002 - 3n
743,416 - 743,416 30
538,693 - 538,693 30
1,897,954 - 1,897,954 30
(157,053) - (157,053) 30
446,142 446,142 - 3p
10,781,754 3,572,600 7,209,154 3q
270,792 266,201 4,591 3r
$ 151,862,782  § 104,938,833 § 46,923,949

-2-

See report of independent auditors and accompanying notes to combined statement.



AMERICAN FEDERATION OF TEACHERS, AFL-CIO

COMBINED STATEMENT OF GENERAL FUND AND MILITANCY/DEFENSE FUND

EXrENSES AND ALLOCATION BETWEEN CHARGEABLE

ExPENSES AND NON-CHARGEABLE EXPENSES

YEAR ENDED APRIL 30, 2010
Column A Column B Column C
Total Chargeable Non-Chargeable
Expenses Expenses Expenses Notes
GENERAL, ADMINISTRATIVE, AND
OPERATING EXPENSES 3s
National office and equipment rental $ 4,024,989 $ 2781311 $ 1,243,678
Depreciation and amortization 1,560,144 1,078,076 482,068
Repairs and maintenance 443,127 306,206 136,921
Information technology expenses 56,192 38,829 17,363
Computer implementation/ AFTECH 151,160 104,453 46,707
General insurance 422,671 292,070 130,601
General legal, andit, and consulting expenses 2,128,444 1,470,778 657,666
Postage, express and delivery,
and telephone 363,274 251,026 112,248
Office supplies, subscriptions,
books, and other expenses 1,608,713 1,111,638 497,075
Total general, administrative, and
operating expenses 10,758,714 7,434,388 3,324,326
Total expenses $ 162,621,496 $ 112,373,221 $ 50,248,275
100% 69.10% 30.90%

See report of independent auditors and accompanying notes to combined statement.

-3-




AMERICAN FEDERATION OF TEACHERS, AFL-CIO

NOTES TO COMBINED STATEMENT OF GENERAL FUND AND MILITANCY/

NOTE 1.

DEFENSE FUND EXPENSES AND ALLOCATION BETWEEN CHARGEABLE

EXPENSES AND NON-CHARGEABLE EXPENSES

YEAR ENDED APRIL 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The accompanying combined statement was prepared for the
purpose of determining the fair share cost of services rendered by the American
Federation of Teachers, AFL-CIO (the Federation) for employees represented by, but
not members of, the Federation and its affiliated local unions. The accompanying
combined statement is not intended to be a complete presentation of the Federation's
financial position, changes in its net assets, or its cash flows in accordance with
generally accepted accounting principles.

Accounts and Funds Excluded from the Combined Statement - The expense of
providing accident and liability insurance to members and agency fee payers is
recovered through premium charges to locals and has been excluded from the
combined expense staternent. Rent and various other operating expenses associated
with the subletting operations of the Federation, which are accounted for in the
Federation's Building Fund, have been excluded from the combined expense
statement.

Income Taxes - The Federation is exempt from federal income taxes under Section
501(c)(5) of the Internal Revenue Code, except on net income from unrelated
business activities.

Retirement Plans - The Federation contributes a percentage of eligible employees'
salaries to retirement plans. The Federation follows the practice of recording as
expense its required contributions under such plans in each fiscal year. During the
year ended April 30, 2008, the Federation adopted FASB Accounting Standards
Codification (ASC or Codification) 715, Compensation — Retirement Benefits,
which requires an employer to recognize the underfunded status of a defined benefit
postretirement plan as a liability in its statement of financial position and in changes
in unrestricted net assets.

Severance and Accumulated Vacation - The Federation accrues accumulated
severance and vacation expense as it is earned by its employees under various
contracts and agreements.

Depreciation and Amertization - Depreciation and amortization are computed
using the straight-line method over the estimated useful lives of the assets.



NOTE1l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

g. Leases - The Federation occupies office space in a building which is owned by a
limited partnership of which the Federation, through its wholly owned subsidiary,
555 New Jersey Avenue, N.W., Inc., is the controlling partner. Annual rental
payments were approximately $1,690,000 of which 97 percent or approximately
$1,642,000, is charged to the General Fund based on the space occupied by the
Federation.

h.  Estimates - The preparation of financial statements requires management to make
estimates and assumptions that affect the reported expenses during the reporting
period and the allocation of expenses between chargeable and non-chargeable.
Actual results could differ from those estimates.

i.  Subsequent events review - Subsequent events have been evaluated through July
27, 2010, which is the date the financial statements were available to be issued. This
review and evaluation revealed no new material event or transaction which would
require an additional adjustment to or disclosure in the accompanying financial
statements.

NoTE 2. DEFINITIONS

The following definitions of chargeable and non-chargeable expenses are based on existing law
and the Federation's interpretation of court cases.

Chargeable Expenses - Chargeable expenses are those incurred by the Federation that reflect the
share of the costs of operations of the Federation which are considered necessarily and
reasonably incurred for the purpose of assisting state federations and local unions and councils in
the performance of their duties as a representative of the employees in dealing with the employer
on labor management issues, including the costs of: negotiating and administering the collective
bargaining coniract; settling grievances and disputes by mutual agreement, or in arbitration, court
or otherwise; activities and undertakings normally and reasonably employed to implement the
duties of the local union or council as representative of the employees in the bargaining unit; and
the maintenance of the Federation's, state federations', local unions' and councils' associational
existence.

The following are examples of expenditures classified as chargeable: preparation for and
negotiations of collective bargaining agreements; contract administration including investigating
and processing grievances; meetings, conferences, administrative, arbitral and court proceedings,
and pertinent investigation and research in connection with work-related subjects and issues;
handling work-related problems of employees; communications with community organizations,
civic groups, government agencies, and the media regarding the Federation's position on work-
related matters; maintaining membership; employee group programs; and providing legal,
economic, and technical expertise on behalf of employees in all work-related matters.

Non-chargeable Expenses - Non-chargeable expenses are those of an ideological or political
nature and those that are not germane to work-related interests of employees.

-5-



NOTE2, DEFINITIONS (CONTINUED)

The term "political” is defined as support for or against candidates for political office of any level
of government and any office in the union structure. The term "ideological” is defined as support
for or against certain positions that the union may take which are not work-related.

The following expenses are classified as non-chargeable: lobbying, electoral or political activities
outside the limited context of contract ratification or implementation; litigation expenses that do
not concern the objecting employees' bargaining unit; and public relations efforts designed to
enhance the reputation of the teaching profession.

NOTE 3. SIGNIFICANT FACTORS AND ASSUMPTIONS USED IN THE ALLOCATION OF
COMBINED EXPENSES BETWEEN CHARGEABLE AND NON-CHARGEABLE

a.  Salaries - Salary expenses of the Committee on Political Education (COPE),
legislative, public affairs, international affairs, and member benefit departments have
been determined to be 100 percent non-chargeable. Salary expenses of executives,
editorial department editors and administrative staff, as well as salary expenses for
personnel responsible for the library, office management, finance, travel and
meetings, and the print shop have been allocated between chargeable and non-
chargeable activities based on time spent by personnel on such activities, The
salaries of office and clerical personnel are allocated between chargeable and non-
chargeable in the same percentage as their supervisors.

b.  Fringe Benefits, Payroll and Other Taxes, Severance and Vacation Pay, and
Travel and Related Expenses - These expenses are allocated on the basis of salary
expense allocations described in Note 3a above.

c.  Dues, Donations, and Membership Fees - Dues, donations, and membership fees
to all organizations are considered to be 100 percent non-chargeable.

d.  Publications - Direct printing and publishing expenses of the publications are
allocated based on the specific content of articles in the publications as determined
by the Federation's editorial department. Expenses allocable to articles considered
political or ideological in nature are deemed not to benefit nonmembers and are non-
chargeable. Expenses allocable to reporting on legislative and lobbying activities,
litigation activities, public relations activities, illegal strike activities, and articles
relating to enhancement of the reputation of the teaching profession as a whole are
non-chargeable. The content of articles deemed chargeable were reviewed by
editorial staff and are directly related to issues in collective bargaining, contract
administration, and grievance matters. Chargeable articles include topics such as
collective bargaining contracts negotiated by locals throughout the country and
arbitrations won by the Federation's locals. Chargeable articles also include topics
such as salary and fringe benefit improvements, health and welfare areas such as
asbestos removal, etc. Other chargeable articles deal with specific topics like class
size and educational reform issues on new and advanced methods of classroom
instruction. Expenses allocable to advertising, net of advertising revenue, are
considered non-chargeable.

-6-



NOTE 3.

SIGNIFICANT FACTORS AND ASSUMPTIONS USED IN THE ALLOCATION OF
COMBINED EXPENSES BETWEEN CHARGEABLE AND NON-CHARGEABLE
(CONTINUED)

Mass and Electronic Media Information Services - Mass and electronic media
information services promote the union and provide a method of disseminating
information on union activities in areas of collective bargaining, contract
administration, and grievance matters. Media is also used to explain the Federation's
positions in educational reform on such issues as educational changes in the
profession, class size, modern methods of teaching and school structure, financial
improvements, educational accountability issues, and educational restructuring of
schools. These expenses are considered to be 100 percent chargeable. Publicity and
public relations on the subject of enhancing the reputation of the teaching profession
as a whole are non-chargeable.

AFT-COPE and Related Activities - Contributions to the Federation's Committee
on Political Education (COPE) Fund and related expenses are considered to be 100
percent non-chargeable.

Affiliation Fees - Affiliation fees are considered to be 100 percent non-chargeable.

Educational Training Programs and Conferences - Educational training programs
and conferences are for local, state, and national staff and are to enhance staff skills
in collective bargaining, grievance handling, and contract administration. These
educational training programs and conferences are considered to be 100 percent
chargeable, except that items of a political or public relations nature contained within
the programs are non-chargeable.

The Quality in Education Standards (QuEST) conference is a biennial conference
that concentrates on educational reform and new instructional methods. As this
conference focuses on education related issues, the related expenses are considered
to be 100 percent chargeable.

Assistance and Collective Bargaining - Expenses of organizing, collective
bargaining, assistance to local unions, grievance handling, contract administration,
etc. are 100 percent chargeable.

State Federation Rebates - State federation rebates are required by the Federation's
constitution and are therefore 100 percent chargeable. These funds are to be used to
hire staff at the state and local level, to negotiate collective bargaining agreements,
and to enforce contract administration. Also, funds are used to service members
directly.

Militancy Fund - The Militancy Fund supports members and locals involved in
strikes. These expenses are considered to be 100 percent non-chargeable.



NOTE 3.

SIGNIFICANT FACTORS AND ASSUMPTIONS USED IN THE ALLOCATION OF
COMBINED EXPENSES BETWEEN CHARGEABLE AND NON-CHARGEABLE
(CONTINUED)

Defense Fund - The Defense Fund is a legal defense fund available to members and
nonmembers which grants assistance to local and state bodies to help protect the
rights of teachers, carcer service personnel, and other educational workers, as well as
health care and federal, state, and local employees. Matters involving contract
administration, grievance handling, and litigation involving the defense of the
Federation are considered to be chargeable. Expenses of litigation unrelated to an
objecting employee's unit and not germane to the Federation's duties as exclusive
bargaining representative are not considered to be chargeable as defined in Lehnert v.
Ferris Faculty Association (1991} but now nonmembers could be charged by the
local or national union for national litigation expenses as long as the subject matter
of the extra-local litigation was of a kind that would be chargeable if the litigation
were local and the charge was reciprocal in nature. Locke v. Karass, U.S. Supreme
Court, January 21, 2009. This fund is administered through a committee comprised
of Vice Presidents, the Secretary-Treasurer and the General Counsel, all of the
Federation.

Solidarity Funds - Solidarity Fund expenses consist of payments made by the
National Fund related to political and legislative activities. These payments are
considered to be 100 percent non-chargeable unless the expense is directly related to
improving the wages, hours, or working conditions of the members of the bargaining
unit(s). Payments made to AFT State Federation Solidarity Funds as required by the
Federation’s Constitution are considered 100 percent chargeable.

Legal, Audit and Consulting Expenses - Legal, audit, and consulting expenses
related to specific projects are allocated based on the chargeable percentages of the
related departments, except that legal, audit and consulting expenses primarily for
non-chargeable activities are considered to be 100 percent non-chargeable.

Legal, audit, and consulting expenses - agency shop are fees paid to outside lawyers,
auditors, and consultants for services directly relating to agency shop matters. These
expenses are considered to be 100 percent chargeable.

General legal, audit and consulting expenses are allocated as described in Note 3s
below. '

Legislative Activities, Public Affairs Activities, Member Benefits Activities and
International Affairs Activities - Activities related to legislative, public affairs,
member benefits, and International affairs expenses are considered to be 100 percent
non-chargeable.

Convention and Executive Council Meetings - Expenses related to the
Federation’s biennial convention and periodic Executive Council meetings are
considered to be 100 percent chargeable.



NOTE 3.

SIGNIFICANT FACTORS AND ASSUMPTIONS USED IN THE ALLOCATION OF
COMBINED EXPENSES BETWEEN CHARGEABLE AND NON-CHARGEABLE
{(CONTINUED)

Departmental Meetings - Departmental meetings expenses are allocated based on
the chargeable percentages of the related departments, except that meeting expenses
primarily for non-chargeable activities are considered to be 100 percent non-
chargeable.

Regional Offices - Regional offices expenses are allocated based on the chargeable
percentages of the regional office directors.

General, Administrative, and Operating Expenses - General, administrative, and
operating expenses have been allocated to chargeable and non-chargeable expenses
based on the same ratio as total direct expenses.
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BYERS & HURLBURT, LLC
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Executive Council
AFT-Oregon
Portland, Oregon

We have audited the accompanying combined statement of general fund, defense fund and building fund expenses and aliocation between
chargeable expenses and non-chargeable expenses of AFT-Oregon for the year ended June 30, 2010. This combined financial statement is the
responsibility of AFT-Oregon’s management. Our responsibility is to express an opinion on this combined statement based on our audit.

We conducted our audit 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 combined statement is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined statement. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall combined statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

Total expenses are based on the expenses of AFT-Oregon for the year ended June 30, 2010, as modified for the accounts described in Note 1.
The allocation of expenses between chargeable and non-chargeable is based on the significant factors and assumptions described in Note 3.

In our opinion, the combined statement referred to above presents fairly, in all material respects, the combined expenses of AFT-Oregon for the
year ended June 30, 2010, as modified for the accounts described in Note 1, and the allocated expenses between chargeable and non-chargeable

expense, on the basis of the significant factors and assumptions described in Note 3.

This report is intended solely for the information and use of AFT-Oregon, and its agency fee payers, and is not intended to be and should not be
used by anyone other than these specified parties.

5}@/‘@ & //?w//aﬁf, a

Lake Oswego, Oregon
October 13, 2010



AFT-OREGON
COMBINED STATEMENT OF GENERAL FUND,
DEFENSE FUND AND BUILDING FUND EXPENSES AND ALLOCATION BETWEEN
CHARGEABLE EXPENSES AND NON-CHARGEABLE EXPENSES
FOR THE YEAR ENDED JUNE 30, 2010

Total Chargeable Non-chargeable

Expenses Expenses Expenses
Direct Expenses:
Staff salaries $ 654,400 $ 542,105 $ 112,295
Staff fringes 188,476 156,134 32,342
Payroll taxes 60,660 50,251 10,409
Travel and related expenses 68,940 57,110 11,830
Dues, contributions and memberships 6,544 - 6,544
Publications and communication 83,013 53,577 29,436
Advertising 735 735 -
Training programs and conferences 29,632 29,632 -
Scholarships 3,439 - 3,439
Awards and recognition 4,836 4,836 -
Assistance to locals 133,285 133,285 -
Projects and coalitions 11,576 11,576 -
Legal, audit and professional fees - agency shop 101,820 7,000 94,820
Conventions and conferences 69,627 69,627 -
Political action expenses 66,971 - 66,971
Total direct expenses 1,483,954 1,115,868 368,086
General and administrative expenses:
Office operations 44,543 33,494 11,049
Depreciation and amortization 29,418 22,121 7,297
Equipment supplies and maintenance 49,481 37,208 12,273
Insurance 11,482 8,634 2,848
Interest 31,190 23,454 7,736
Executive council and committees 26,809 20,159 6,650
Office of the President 12,052 9,063 2,989
Staff development 3,621 2,723 898
Legal, audit and professional fees 13,478 10,135 3,343
Postage and shipping . 10,010 7,527 2,483
Supplies, subscriptions, taxes and miscellaneous 28,082 21,116 6,966
Total general and administrative expenses 1 260,166 195,634 64,532
Total expenses $  1,744120 $§ 1311,502 §$ 432,618
Percentage 100.00% 75.20% 24.80%

See accompanying notes to financial statements.



AFT-OREGON

NOTES TO COMBINED STATEMENT OF GENERAL FUND,
DEFENSE FUND AND BUILDING FUND EXPENSES AND ALLOCATION BETWEEN
CHARGEABLE EXPENSES AND NON-CHARGEABLE EXPENSES
FOR THE YEAR ENDED JUNE 30, 2010

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of presentation — The accompanying combined statement
was prepared for the purpose of determining the fair share cost
of services rendered by AFT-Oregon (the Federation) for
employees represented by, but not members of, the Federation
and its affiliated local unions. The accompanying combined
statement is not intended to be a complete presentation of the
Federation’s financial position, changes in it net assets, or its
cash flows in accordance with generally accepted accounting
principles.

Accounts excluded from the statement - Per capita fees to the
American Federation of Teachers (AFT) for at-large members
and expenses paid out of AFT grants, assistance and
reimbursements are excluded from the expense statement and
separately detailed by the AFT in its computation of the
Agency Fee based upon its accountant’s verifications. PAC
expenses paid out of member voluntary contributions are
excluded. Voluntary and member PAC contributions are not
required per capita payments affecting agency fee payers.

Income taxes — The federation is exempt from federal income
taxes under Section 501(c)(5) of the Internal Revenue Code.

Retirement plan - The Federation contributes a percentage of
eligible employees’ salaries to a Simplified Employee Pension
Plan. Required contributions are recorded as expense.

Depreciation and amortization - Depreciation and amortization
are computed using the straight-line method over the estimated
useful lives of the assets. The Federation purchased an office
building March 23, 2004 and moved its offices into the
building on or about June 30, 2004.

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

DEFINITIONS

The following definitions of chargeable and non-chargeable
expenses are based on existing law and the Federation’s
interpretation of court cases.

Chargeable expenses - Chargeable expenses are those incurred
by the Federation that reflect the share of the costs of
operations of the Federation which are considered necessarily

and reasonably incurred for the purpose of assisting local
unions and councils in the performance of their duties as a
representative of the employees in dealing with the employer
on labor management issues, including the costs of: negotiating
and administering the collective bargaining contract; settling
grievances and disputes by mutual agreement, or in arbitration,
court or otherwise; activities and undertakings normally and
reasonably employed to implement the duties of the local union
or council as representative of the employees in the bargaining
unit; and the maintenance of the Federation’s, local unions’
and councils’ associational existence.

The following are examples of expenditures classified as
chargeable: preparation for and negotiation of collective
bargaining agreements; contract administration including
investigation and processing of grievances; meetings,
conferences, administrative, arbitral and court proceedings and
pertinent investigation and research in connection with work-
related subjects and issues; handling work-related problems of
employees; communications with community organizations,
civic groups, government agencies and the media respecting
the Federation’s position on work-related matters; maintaining
membership; employee group programs; and providing legal,
economic and technical expertise on behalf of employees in all
work-related matters.

Non-chargeable expenses — Non-chargeable expenses are those
of an ideological or political nature and those not germane to
work-related interests of employees.

The term “political” is defined as support for or against
candidates for political office of any leve! of government and
any office in the union structure. The term “ideological” is
defined as support for or against certain positions that the
union may take which are not work-related.

The following are examples of non-chargeable expenses:
lobbying, electoral or political activities outside the limited
context of contract ratification or implementation; litigation
expenses that do not concern the objecting employees’
bargaining unit; and public relations efforts designed to
enhance the reputation of the professions and occupations
represented by the Federation.

SIGNIFICANT FACTORS AND ASSUMPTIONS USED IN
THE ALLOCATION OF COMBINED EXPENSES
BETWEEN CHARGEABLE AND NON-CHARGEABLE

Salaries - Salaries of officers and staff have been allocated
between chargeable and non-chargeable expense based on time
spent on chargeable activities. The salaries of clerical
personnel have been altocated between chargeable and non-
chargeable expense in the same percentage as officers and staff.



AFT-OREGON

NOTES TO COMBINED STATEMENT OF GENERAL FUND,
DEFENSE FUND AND BUILDING FUND EXPENSES AND ALLOCATION BETWEEN
CHARGEABLE EXPENSES AND NON-CHARGEABLE EXPENSES
FOR THE YEAR ENDED JUNE 30, 2010

Fringe benefits and payroll taxes - These expenses are
allocated on the basis of salary expense allocations described
above.

Travel and related expenses - Travel and related expenses are
allocated based on staff activity expense records.

Dues, contributions and memberships - Dues, contributions
and membership fees to all organizations are considered to be
100% non-chargeable.

Publications and communication - The direct costs of printing
and mailing the Federation’s newspaper are allocated based on
the specific content of articles in the publication as determined
by the Federation.

Advertising - Advertising costs are allocated based on the
specific content of the advertisement as determined by the
Federation.

Training programs and conferences - Training programs and
conferences are to enhance local officers, leaders and
member’s knowledge and skills in collective bargaining,
grievance handling and contract administration. These
expenses are 100% chargeable.

Scholarships and awards - Scholarships are considered to be
100% non-chargeable. Award expenses are allocated based
upon the nature and purpose of the award.

Assistance to locals - Expenses of organizing, collective
bargaining, assistance to local unions, including its staff
assistance programs, grievance handling, contract
administration, etc. are 100% chargeable.

Projects and coalitions — Costs of participating in projects and
coalitions with others are allocated between chargeable and
non-chargeable expense based on the nature, content and
purpose of each project as determined by the Federation
according to the definitions described in Note 2.

Legal, audit and professional fees - agency shop - Legal and
audit expenses - agency shop are fees paid to outside lawyers
and auditors. These expenses have been allocated between
chargeable and non-chargeable expense based on time spent on
specific projects or activities.

Conventions and conferences - The annual convention of the
Federation and conventions and meetings of affiliates are
considered 100% chargeable under the U.S. Supreme Court’s
ruling in Lehnert v. Ferris Faculty Association. All other
conventions are considered to be 100% non-chargeable.

Political action expenses — As discussed in Note 1, political
action expenditures paid out of member and voluntary

contributions are excluded from this statement. All other
political action and related expenditures are considered 100%
non-chargeable.

General and administrative expenses - General and
administrative expenses have been allocated to chargeable and
non-chargeable expenses based on the same ratio as total direct
expenses.

SUBSEQUENT EVENTS
Subsequent events were evaluated through October 13, 2010,

which is the date the financial statements were available to be
issued.
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