





The assets of the Fund consist primarily of domestic equities, foreign equities, fixed income securities and hedge
funds. Under the terms of the Agreement, annual payouts from the Fund are capped at a maximum spending rate
of 5% of the net asset value of the Fund over a rolling three-year average. The Society uses distributions from the
Fund to make grants for advanced scientific education and fundamental research in the petroleum field. Grants
are expensed when awarded by the Society’s Board of Directors and accepted by the recipient. Grants that were
awarded and not yet accepted by grant recipients at December 31, 2008, totaled approximately $4.0 million. All
grants awarded in 2009 were accepted by the grant recipients in that year.

Other Expenses

Supporting expenses identified as “other” in the consolidated statements of activities include expenses associated
with the Society’s web programs, new business development, the investment program and fund-raising activities.

Foreign Currency Transactions

Portions of the Society's receipts and expenditures are in foreign currencies. The Society enters into foreign
currency forward contracts to reduce the risk that exchange rate fluctuations will impact the U.S. dollar value of
future foreign net revenues.

The Society is required to recognize unrealized gains and losses related to unsettled foreign currency forward
contracts at December 31. Forward contracts and related receivables/payables outstanding at December 31 are
recorded at fair value using the appropriate forward exchange rates at December 31. To the exient the year-end
rate differs from the forward contract rate, an unrealized gain or loss results. The Society had unrealized losses of
$2,449,000 and $2,419,000 as of December 31, 2009 and 2008, respectively. The unrealized losses are inciuded
in net investment gains from non-operating activities in the consolidated statements of activities. The cumulative
impact is included in accrued expenses in the consolidated statements of position.

The following table summarizes the notional amounts relating to unsettled foreign currency forward contracts
maturing at various times through 2011:

2009 2008
Notional Amount of Unsettled Forward Contracts: .
Contracts Maturing in 2009 $ - $ 53,406,000
Contracts Maturing in 2010 55,975,000 12,626,000
Contracts Maturing in 2011 12,400,000 -
T otal Contracts at December 31 $ 68,375,000 $ 66,032,000

To the extent that actual remittances in foreign currencies differ from contracted amounts, and the exchange rates
at time of settlement are different from contracted exchange rates, the Society will realize gains or losses on
settlement. The Society recognized realized gains of $69,000 and $68,000 in 2009 and 2008, respectively, from
foreign exchange transactions. The realized gains and losses are included in information services expenses in the
consolidated statements of activities.

Reclassifications

Certain amounts in the 2008 consolidated financial statements have been reclassified to conform to the 2009
presentation.



3. RESTRICTED NET ASSETS

Temporarily restricted net assets at December 31 were available for the foliowing programs:

2009 2008
Petroleum Research Fund $ 375,600,000 $ 319,158,000
Grants and Awards 18,034,000 15,213,000
Membership and Scientific Advancement 1,854,000 1,778,000
Education 825,000 873,000
Other 83,000 100,000
Total Temporarily Restricted Net Assets $ 396,396,000 $ 337,122,000

Temporarily restricted net assets were released from restriction for the following programs by incurring expenses
satisfying the purposes specified by the donors during the years ended December 31:

2009 2008
Petroleum Research Fund $ 27,053,000 $ 28,789,000
Grants and Awards 2,901,000 2,225,000
Membership and Scientific Advancement 2,660,000 1,641,000
Education 1,699,000 661,000
Other 79,000 136,000
Total Net Assets Released from Restriction $ 34,392,000 $ 33,452,000

Permanently restricted net assets are invested in perpetuity. The income generated by these assets is used to
support donor-specified programs or general activities of the Society. At December 31, the Society held the
following permanently restricted net assets, the income from which supports the following programs:

2009 2008
Petroleum Research Fund $ 72,500,000 $ 72,500,000
Grants and Awards 57,034,000 17,390,000
Membership and Scientific Advancement 1,216,000 853,000
Education 869,000 869,000
Other 324,000 324,000
Total Permanently Restricted Net Assets $ 131,943,000 $ 91,936,000

The Society incurred direct fund-raising expenses of $1,064,000 in 2009 and $878,000 in 2008.

4. ENDOWMENTS

in 2008 the Financial Accounting Standards Board amended its Accounting Standard Codification for Not-for-Profit
Entities. The codification, as amended, provides guidance on the net asset classification of donor-restricted
endowment funds for a not-for-profit organization that is subject to an enacted version of the Uniform Prudent
Management of Institutional Funds Act of 2006 (UPMIFA). In 2007 the District of Columbia (DC) signed into law
the Uniform Prudent Management of Institutional Funds Act of 2007. The law became effective on January 23,
2008. The Society implemented the disclosures required by the standard in 2008 and evaluated its endowment
funds to ensure compliance with DC law. No adjustments were made as a result of implementing the requirements
of the standard.



The Society's Board of Directors has interpreted UPMIFA as requiring the preservation of the historical cost of the
original gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Society classifies as permanently restricted net assets the original
value of gifts donated to permanent endowments, the original value of subsequent gifts to permanent
endowments, and accumulations to permanent endowments made in accordance with explicit donor instructions
stipulated in the gift instruments. The remaining portions of the donor-restricted endowment funds that are not
classified in permanently restricted net assets are classified as temporarily restricted net assets until those
amounts are made available for expenditure in a manner consistent with the donor gift instrument, the program
operating budgets, and the standard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the
Society considers the following factors in making a determination as to the preservation and use of the donor-
restricted endowment funds:

The donor gift instrument;

The duration and preservation of the fund;

The purposes of the Society and the fund;

General economic conditions;

The possible effect of inflation and deflation;

The expected total return from income and the appreciation of investments;
Other resources of the Society; and

The Society’s investment policies.

Donor-restricted endowment funds are pooled for purposes of management and investment and are invested in
accordance with the Society’s investment policy. The investment policy is intended to assure the Society's Board
of Directors and the Board Committee on Pensions and Investments that the assets of the Society are being
invested in accordance with the best long-term interests of the Society and its donors, given the following
considerations:

s The Society's risk tolerance;
e The Society’s need to obtain real, or inflation-adjusted, growth in its investments; and
e The Society's requirement for current income to support programs and activities.

The Society has adopted investment policies for endowment assets that attempt to generate a sufficient level of
funding to programs supported by endowments. The policy is designed to achieve real growth in asset base over
the long-term. Endowment assets include those assets of donor-restricted funds that the Society must hold in
perpetuity or for a donor-specified period or purpose. Under this policy, as approved by the Board Committee on
Pensions and Investments, endowment assets are invested in a manner intended to provide an average rate of
return of approximately 8 percent annually with a moderate level of investment risk. Actual returns in any given
year will vary from this amount.

To satisfy its long-term rate-of-return objectives, the Society relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield (interest and
dividends). The Society targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term return objectives within prudent risk constraints.

Expenditures of endowment assets are recorded in accordance with the explicit donor instructions stipulated in the
gift instruments.

The Society has 24 donor-restricted endowment funds established for a variety of purposes. As required by
generally accepted accounting principles, net assets associated with endowment funds are classified and reported
based on the existence or absence of donor-imposed restrictions. In accordance with these principles, the Society
has permanently and temporarily restricted donor endowment funds. The following tables show the beginning
balance of the Society's endowment funds as of January 1, changes in endowment net assets for the year, and
ending balances as of December 31, 2008 and 2009, respectively:
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Permanently Temporarily
Restricted Restricted
Endowment Endowment
Funds Funds Total
Endowment Net Assets as of January 1, 2008 $ 94,805,000 $ 553,628,000 $ 648,433,000
Investment Return
Investment Income 13,000 16,652,000 16,665,000
Net (Depreciation) (4,138,000) {206,174,000) (210,312,000)
Total Investment Return {(4,125,000) (189,522,000) (193,647,000)
Contributions 750,000 459,000 1,209,000
Net Assets Released from Restriction - (30,619,000) (30,619,000)
Other Changes/Transfers 506,000 (720,000) (214,000)

Endowment Net Assets as of December 31, 2008 $ 91,936,000 $ 333,226,000 $ 425,162,000
Endowment Net Assets as of January 1, 2009 $ 91,936,000 $ 333,226,000 $ 425,162,000
Investment Return
Investment income - 13,028,000 13,028,000
Net Appreciation 4,093,000 74,767,000 78,860,000
Total Investment Return 4,093,000 87,795,000 91,888,000
Contributions 35,914,000 638,000 36,552,000

(29,233,000)
$ 392,426,000

(29,233,000)
$ 524,369,000

Net Assets Released from Restriction -
$ 131,943,000

Endowment Net Assets as of December 31, 2009

During 2009, the Society received non-cash contributions consisting of securities and a building, valued at
$33,443,000 and $575,000, respectively.

The Society classifies its permanently and temporarily donor-restricted endowment funds as follows at December
31:

2009 2008

Permanently Restricted Net Assets
(1)  The portion of perpetual endowment funds
that is required to be retained permanently
either by explicit donor stipulation or UPMIFA

$ 131,943,000 $ 91,936,000

Temporarily Restricted Net Assets
{1}  The portion of perpetual endowment funds
subject to a time restriction
(2) The portion of perpetual endowment funds
subject to a purpose restriction

Total Temporarily Restricted Net Assets

151,000 103,000

333,123,000
$ 333,226,000

392,275,000
$ 392,426,000
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5. ACCOUNTS AND PLEDGES RECEIVABLE

Accounts and pledges receivable, due in less than one year, consisted of the following at December 31:

2009 2008
Accounts Receivable $ 60,610,000 $ 62,115,000
Pledges Receivabie 864,000 1,064,000
Accounts and Pledges Receivable 61,474,000 63,179,000
Less: Allowance for Doubtful Receivables 1,461,000 1,021,000
Accounts and Pledges Receivable, Net $ 60,013,000 $ 62,158,000

The Society’s pledges receivable represent unconditional promises to give. Long-term pledges are recorded in
non-current other assets and totaled $683,000 and $806,000 as of December 31, 2009 and 2008, respectively.

2009 2008
Pledges Receivable Due in:
Two to Five Years $ 643,000 $ 776,000
More than Five Years 40,000 30,000
Total Long-Tem Pledges Receivable 3 683,000 3 806,000

6. BUILDINGS, LAND, AND OTHER PROPERTY

At December 31, buildings, land, and other property consisted of the following:

2009 2008

Computer Equipment and Software $ 136,953,000 134,172,000
Buildings and improvements 105,252,000 104,518,000
Furniture, Fixtures, and Office Equipment 28,643,000 26,826,000
Land 2,975,000 2,975,000
273,823,000 268,491,000

Less: Accumulated Depreciation and
Amortization 168,289,000 159,382,000
Buildings, Land, and Other Property, Net $ 105534,000 109,109,000
Depreciation and Amortization $ 21,149,000 21,974,000

7. INVESTMENTS

The Society maintains balanced investment portfolios structured to generate current income and long-term
appreciation. Funds for current operating needs are invested in cash equivalents. Investments include purchases
and sales of securities pending settlement of $72,081,000 and $150,475,000, respectively, for 2009 and
$319,514,000 and $373,298,000, respectively, for 2008. Certain unconsolidated local sections and divisions

(affiliates) have funds invested with the Society. These funds totaled $6,531,000 and $5,694,000 at December 31,
2009 and 2008, respectively.
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Interest and dividend income is distributed to the Society and its affiliates monthly based on their proportionate
interest in the investment portfolio. Gains and losses are allocated to the participants on a monthly basis.
Investment expenses are netted against investment income. Investment expenses totaled $1,199,000 and
$1,616,000 for the years ended December 31, 2009 and 2008, respectively.

Investments, including alternative investments, are reported at fair value in accordance with the Financial

Accounting Standard Board’s Accounting Standard Codification for Fair Value Measurements and Disclosures. At
December 31, 2009, long-term investments consisted of the following:

Quoted Prices In

Active Markets for Significant Other Significant Other
Identical Assets Observable Inputs Unobservable Inputs
Total (Level 1) (Level 2) (Level 3)
Cash Equivalents $ 109,210,000 $ 95982000 3 13,228,000 $ -
Fixed Income - U.S. Treasury 62,974,000 62,974,000 - -
Securifies
Fixed Income - U.S. Govemment 13,431,000 - 13,431,000 -
Agency Securities
Fixed Income - Asset Backed 6,099,000 - 6,099,000 -
Securities
Fixed Income - Mortgage Backed 77,030,000 - 77,030,000 -
Securities
Fixed Income - Corporate Debt 142,061,000 5,003,000 137,058,000 -
Securifies
Fixed Income - International Debt 4,113,000 - 4,113,000 -
Securities
Fixed Income - Municipals 9,703,000 - 9,703,000 -
Equity - Domestic Issues 240,040,000 124,889,000 115,151,000 -
Equity - Foreign Issues 136,246,000 7,999,000 128,247,000 -
Equity - Hedge Funds 43,522,000 - - 43,522,000
Total Assets Measured
At Fair Value $ 844,429,000 $ 296,847,000 $ 504,060,000 $ 43,522,000

The Society engages in a securities lending program whereby the Society lends certain securities in its investment
portfolios to qualified borrowers on a short-term, fully collateralized basis. Concurrent with the delivery of the
Society’s securities to a borrower, the borrower delivers collateral in an amount equal to a required percentage of
the fair value of the securities loaned, including accrued interest. This exchange is facilitated by the Society's
lending agent, BNY Mellon, N.A. For U.S. securities and foreign securities denominated and payable in US
dollars, the required collateral percentage is 102% of the securities’ fair value. The required percentage with
respect to the fair value of foreign securities is 105%. Throughout the duration of the loan, the collateral is
marked-to-market on a daily basis. On any given day, if the collateral currently held is less than 102% of the
original fair value of a ioaned U.S. security or 105% of a foreign security, the borrower is required to deliver the
difference at the close of trading by the next business day. On the termination date of the loan, the borrower must
return to the lending agent the same, or substantially the same securities that were borrowed. The lending agent,
in its agreement with the Society, guarantees the repayment of the loan in the event the borrower defaults. The
Society retains all the benefits of ownership including rights to dividends, interest, and other cash distributions

pertaining to the loaned securities. The Society also retains the right to redeem the loaned securities prior to their
stipulated redemption date.

At December 31, 2009 and 2008, respectively, the Society recorded $33,315,000 and $59,017,000 in coliateral
received under its securities lending program and an equal amount payable to the borrowers under the

agreement. These amounts are reflected in current assets and current liabilities in the consolidated statements of
financial position.
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8. LONG-TERM DEBT

At December 31, long-term debt consisted of the following:

2009 2008
District of Columbia Pooled L.oan Program Revenue bonds $ 4,615,000 $ 5,270,000
(Series A), interest payable monthly, with rates established
weekly by the Bank of America, N.A. taking into consideration
a variety of factors, including several external indices, current
market conditions, and short-term expectations of the credit
markets. The rate at December 31, 2009 was 0.25%. Principal
is payabie semiannually with final payment due July 1, 2015.
County of Franklin, Ohio, Development Revenue bonds (Series 20,855,000 24,405,000
1999); interest payable semiannually, with rates ranging from
5.125% to 5.80%; principal payable annually with final payment
due October 1, 2014.
25,470,000 28,675,000
Less: Unamortized Bond Issuance Costs (288,000) (359,000)
Current Portion of Long-Term Debt (4,420,000) (4,205,000)
Long-Tem Portion of Debt, Net $ 20,762,000 $ 25,111,000

The District of Columbia Pooled Loan Program Revenue bonds (Series A) were issued in the face amount of
$9,5660,000 in May 2000. The Series A Bonds were issued for the purpose of refinancing $9,376,000 on a
mortgage loan that came due on May 1, 2000, on a building owned by the Society. The remaining balance of
$184,000 was used to pay issuance costs on the bonds.

The County of Franklin, Ohio, Development Revenue bonds (Series 1999) were issued in the face amount of
$45,000,000 in October 1999. The Series 1999 Bonds were issued for the purpose of constructing a 46,000
square-foot building to be used as a data center, purchasing computer and telecommunications equipment, and
funding certain building improvements at the CAS campus in Columbus, Ohio. The full amount of the proceeds
was expended through March 31, 2001.

The estimated fair value of the Society’s debt was $25,731,000 and $30,432,000 as of December 31, 2009 and
2008, respectively, and was determined utilizing observable inputs such as bond issues with similar credit ratings,
maturities, coupon rates and call features. Total interest paid in 2009 and 2008 was approximately $1,395,000
and $1,676,000, respectively.

The loan agreements require the Society to meet certain financial covenants which, in the opinion of management,
the Society satisfied for the years ended December 31, 2009 and 2008, respectively.

The Society has a line of credit with a bank for working capital needs. The amount of the line of credit varies
according to the cyclical needs of the Society and ranges from $1,000,000 to $10,000,000 throughout the year.
There were no borrowings outstanding under the line of credit as of December 31, 2008 or 2008.

On May 15, 2009 in conjunction with an appeal filed by the Society in the Ohio Court of Appeals (See Note 13
Commitments and Contingencies), the Society obtained a $37,000,000 irrevocable letter of credit from a bank to
secure a bond for the appeal. There have not been any draws on the irrevocable letter of credit through
December 31, 2009.
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Annual maturities of long-term debt are as follows:

Years Ended December 31 Principal Amount

2010 $ 4,420,000
2011 4,655,000
2012 4,905,000
2013 5,170,000
2014 5,460,000
2015 860,000

$ 25,470,000

9. FAIR VALUE OF FINANCIAL INSTRUMENTS

In 2008, the Society adopted the Financial Accounting Standards Board's Accounting Standard Codification for
Fair Value Measurements and Disclosures and all subsequent amendments effective as of the end of 2009. This
standard establishes a common definition for fair value to be applied to accounting principles generally accepted in
the United States requiring use of fair value. This standard establishes a framework for measuring fair value, and
expands disclosures about such fair value measurements. It clarifies that fair value is an exit price, representing
the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at measurement date. As such, fair value is a market-based measurement that should be
determined based on assumptions that market participants would use in pricing an asset or liability.

As a basis for considering assumptions, the fair value measurement standard establishes a three-tier fair value
hierarchy which prioritizes the inputs used in measuring fair value. The statement requires that assets and
liabilities carried at fair value be classified and disclosed in one of the following three categories:

¢ level 1 — Observable inputs such as quoted prices in active markets for identical assets or liabilities (i.e.,
U.S. Treasury issues, equities and mutual funds traded on major exchanges);

e Level 2 — Inputs, other than quoted prices in active markets for identical assets or liabilities, that are
observable either directly or indirectly, such as interest rates, yield curves and quoted prices in active
markets for similar assets or liabilities (i.e., U.S. Agency issues, corporate bonds, money market funds,
equity common funds, debt outstanding and foreign exchange forward contracts); and

e Level 3 — Unobservable inputs in which there is little or no market data, requiring the reporting entity to
develop its own assumptions (i.e., hedge funds).

The Society adopted the fair value measurement standard as of January 1, 2008, for financial assets and liabilities.
The Society utilizes the best information available in measuring fair value and financial assets and liabilities are
classified based on the lowest level of input that is significant to the fair value measurement. The adoption of the
standard did not have any impact on the Society's financial resuits.
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The Society utilizes the services of the custodians of the assets to provide a valuation estimate based on
previously disclosed techniques and processes which have been reviewed for propriety and consistency with
consideration given to asset type and investment strategy. In addition, the custodian may also use established
procedures for determining the fair value of securities which reflect their own assumptions. Management makes
best estimates based on information available. The following estimates and assumptions were used to determine
the fair value of financial instruments listed above:

e Cash Equivalents — Cash equivalents consist of deposits in money market funds and short-term U.S.
Treasury issues. These are priced using quoted prices in active markets and are classified as either Level
1 or Level 2 based on the availability of prices for identical or similar assets.

» Fixed Income Securities — Fixed income securities include, but are not limited to, U.S. Treasury issues,
U.S. Government Agency issues, corporate debt, mortgage backed securities, asset backed securities,
municipal bonds and fixed income mutual funds. U.S. Treasury issues and fixed income mutual funds are
valued using quoted prices in active markets for identical assets and are classified Level 1. The remainder

of these securities is valued using quoted prices in active markets for similar securities and are classified
as Level 2.

e Equity Investments — Equity investments consist of, but are not limited to, mutual funds, separate

accounts, common trust funds and hedge funds. These assets consist of both publicly traded and privately
held securities.

o Publicly traded securities ~ These investments consist of domestic and foreign equity holdings.
Securities traded on active exchanges are priced using unadjusted market quotes for identical
assets and are classified as Level 1. Securities that are traded infrequently or that have

comparable traded assets are priced using available quotes and other market data that are
observable and are classified as Leve! 2.

o Privately held securities — These investments consist of hedge funds which are privately held and
trade infrequently, if at all. The valuations of the hedge funds are calculated by the investment
managers based on valuation techniques that take into account the market value of the underlying
assets to arrive at a net asset value for shares. The funds are limited partnerships and shares are

not readily redeemable. No active market exists for these investments and they are classified
Level 3.

o Collateral Received Under Securities Lending Agreement - Concurrent with the lending of the Society’s
securities to a borrower, the borrower delivers collateral in an amount equal to a required percentage of
the fair value of the securities loaned, including accrued interest. This collateral consists primarily of cash
deposits and U.S. Treasury and U.S. Government Agency issues. These are priced by the custodian
using quoted prices in active markets and are classified as either Level 1 or Level 2 based on the
availability of prices for identical or similar assets.

o Foreign Currency Forward Contracts - Portions of the Society's receipts and expenditures are in foreign
currencies. The Society enters into foreign currency forward contracts to reduce the risk that exchange
rate fluctuations will impact the U.S. dollar value of future foreign net revenues. The Society is required to
recognize unrealized gains and losses related to unsettled foreign currency forward contracts at December

31. The unrealized gains /losses are determined using quoted prices in active markets for similar contracts
and are classified as Level 2.
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The following table summarizes the 2009 valuation of the Society’s financial instruments according to the
classification hierarchy:

Quoted Prices In  Significant Other Significant Other
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Financial Assets
Cash Equivalents $ 148,698,000 $ 135,470,000 $ 13,228,000 -
Fixed Income - U.S. Treasury 62,974,000 62,974,000 - -
Securities
Fixed Income - U.S. Government 13,431,000 - 13,431,000 -
Agency Securities
Fixed Income - Asset Backed 6,089,000 - 6,099,000 -
Securities
Fixed Income - Mortgage Backed 77,030,000 - 77,030,000 -
Securities
Fixed Income - Corporate Debt 142,187,000 5,129,000 137,058,000 -
Securities
Fixed Income - International Debt 4,113,000 - 4,113,000 -
Securities
Fixed Income - Municipals 9,703,000 - 9,703,000 -
Equity - Domestic Issues 240,996,000 125,845,000 115,151,000 -
Equity - Foreign Issues 136,797,000 8,550,000 128,247,000 -
Equity - Hedge Funds 43,522,000 - - 43,522,000
Coilateral Received Under
Securities Lending Agreement 33,315,000 32,682,000 633,000 -
Foreign Currency Forward
Contracts 1,116,000 - 1,116,000 -
Total Assets Measured
At Fair Value $ 919,981,000 $ 370,650,000 $ 505,809,000 43,522,000
Financial Liabilities
Foreign Currency Forward -
Contracts 2,552,000 - 2,552,000 -
Total Liabilities Measured
At Fair Value $ 2552000 $ - $ 2,552,000 -

Included in cash equivalents is purchases and sales of securities pending settlement of $72,081,000 and

$150,475,000, respectively.

The change in fair value of the Society’s investments valued using significant unobservable inputs (Level 3) is

shown below:

Fair Value Recorded at January 1, 2009 $ 21,064,000
Purchases 17,000,000
Total Gains or (Losses) (Realized/Unrealized) 5,458,000
Fair Value Recorded at December 31, 2009 $ 43,522,000

There are no other financial instruments subject to fair value measurement on a recurring basis.
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10. DEFINED BENEFIT PENSION, POSTRETIREMENT MEDICAL BENEFITS, AND OTHER BENEFITS

In September 2006, the Financial Accounting Standards Board amended its Accounting Standard Codification
Standard on Plan Accounting — Defined Pension Benefit Plans to require an employer to recognize the over-
funded or under-funded status of a defined benefit postretirement plan (other than a multiemployer plan) as an
asset or liability in the statement of financial position and to recognize changes in that funded status in the year in
which the changes occur through changes in unrestricted net assets of a not-for-profit organization. The
amendment also requires an employer to measure the funded status of a plan as of the date of its year-end
statement of financial position, with limited exceptions.

On December 31, 2007, the Society adopted the provisions of the Financial Accounting Standards Board’s
Accounting Standard Codification on Plan Accounting — Defined Pension Benefit Plans and Plan Accounting —
Health and Welfare Benefit Plans by recognizing the funded status of its defined benefit pension and
postretirement medical benefit plans in the consolidated statements of financial position based on the September
30, 2007 measurement date. On December 31, 2008, the Society adopted the measurement date provisions of
the codification and accordingly, the retirement plan’s funded status was determined using a measurement date of
December 31, 2008. This change is reflected in the schedule of changes in benefit obligations and plan assets
and the composition of accrued benefit costs and amounts recognized in the Society’s consolidated financial
statements, which is included in this Note.

The Society has a funded noncontributory defined benefit pension plan, which is qualified under Section 401(a) of
the Internal Revenue Code and covers substantially all employees. The Society makes actuarially determined
contributions to satisfy all funding requirements. In December 2000, the Society amended the Plan agreement,
effective November 1, 2001, to provide a cash balance defined benefit option to all new employees hired on or
after the effective date, while preserving the current final average pay defined benefit option for current employees
who did not elect the cash balance option. The amendment did not change the benefit for service accrued up to
October 31, 2001. Effective September 1, 2007, the defined benefit pension plan was closed to new employees.

In 2007, the Society announced that all benefit-eligible employees hired on or after September 1, would participate
in the new ACS Defined Contribution Retirement Plan (DCRP). The plan provides an employer contribution equal
to 6% of base pay, plus a company match equal to 50% of the first 6% a participant contributes to the 403(b) Tax
Deferred Investment Program and/or the DCRP. Employees hired before September 1, 2007 were given a choice
to remain in the defined benefit pension plan, or prospectively move to this new DCRP.

The Society provides postretirement medical benefits to all employees who were employed as of October 31,
2001, have earned at least five years of service, reach retirement age while employed by the Society, and are
collecting retirement benefits from the Society’s pension plan. The medical benefits plan is contributory with
participants’ contributions adjusted annually. The plan’s prescription benefit is actuarially equivalent to Medicare
Part D and eligible for the federal subsidy.

The estimated net actuarial loss for the defined benefit pension plan that will be amortized from accumulated other
comprehensive income for 2010 is $3,484,000. The estimated net actuarial loss and prior service cost/ (credit) for
the postretirement medical plan that will be amortized from accumulated other comprehensive income for 2010 are
$2,395,000 and ($5,817,000), respectively.

Effective October 31, 2009, the Society froze further accruals associated with its defined benefit pension plan (final
average pay and cash balance options). All current participants were transitioned to the DCRP. Years of service
and earnings for staff that accrued benefits in the final average pay option were frozen as of October 31, 2009.
For staff enrolled in the cash balance option the Society's contributions to the plan ceased at the conclusion of the
last full pay period in October 2009. Participants in the cash balance plan continue to receive interest credits,
currently at 4.19% per annum, applied to frozen account balances as of October 31, 2009. Participants in each
plan option will become eligible for pay-out (provided participants are vested) at a future date upon termination of
employment in accordance with plan provisions.

Effective December 31, 2009, the Society's contributions toward the overall cost of retiree health insurance for
current and future eligible retirees was capped at the 2009 level. Cost sharing and service credits will continue.
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The following table presents the change in benefit obligations, change in plan assets, and the composition of
accrued benefit costs and amounts recognized in the accompanying consolidated statements of financial position
and consolidated statements of activities for the years ended December 31, 2009 and December 31, 2008. The
table incorporates the impact of changing the plan’s valuation date to December 31:

Defined Benefit Pension and Postretirement Medical Benefits:

Change in Benefit Obligations
Benefit Obligations at January 1
Service Cost
interest Cost
Plan Participants' Contributions
Actuarial (Gain) Loss
Benefits Paid
Curtailments
Plan Change
Expected/Received

Medicare Part D Reimbursements

Benefit Obligations at December 31

Change in Plan Assets
Fair Value of Plan Assets at
January 1
Actual Return (Loss) on Plan Assets
Employer Contribution
Plan Participants' Contributions
Benefits Paid
Expected/Received
Medicare Part D Reimbursements

Fair Value of Plan Assets
at December 31

Funded Status

Amounts Recognized in Financial Position
Current Liabilities
Noncurrent Liabilities

Net Liability at December 31

Amounts Recognized in Unrestricted Net
Assets - Non-Operating Activity
Unrecoghized Loss
Unrecognized Prior Service Cost (Credit)

Net Amount Recognized in

Financial Statements

Postretirement

Pension Benefits Medical Benefits

2009 2008 2009 2008
$ 493,192,000 $ 551479000 $ 50,705,000 $ 73,857,000
8,702,000 16,393,000 340,000 2,353,000
31,847,000 44,073,000 2,320,000 5,893,000
- - 749,000 843,000
32,987,000 (10,570,000) 8,974,000 1,680,000
(25,243,000) (29,393,000) (3,631,000) (4,312,000)
- (78,790,000) - -
- - (21,433,000) (29,880,000)
- - 270,000 271,000
$ 541485000 $ 493192000 $ 38,294,000 $ 50,705,000
$ 344,364,000 $ 501,403,000 $ - 3 -
66,153,000 (137,646,000) - -
27,000,000 10,000,000 2,612,000 3,198,000
- - 749,000 843,000
(25,243,000) (29,393,000) (3,631,000) (4,312,000)
- - 270,000 271,000
$ 412274000 $ 344364000 $ - % -
$ (129,211,000) §$ (148,828,000) $ (38,294,000) $ (50,705,000)
$ - 9 - § (26650000 $ (3,097,000)
(129,211,000) (148,828,000) (35,629,000) (47,608,000)
$ (128,211,000) $ (148,828,000) $ (38,294,000) $ (50,705,000)
$ 157973000 $ 166665000 $ 31515000 $ 24,030,000
- - (47,018,000) (30,624,000)
$ 157,973,000 $ 166,665000 $ (15503,000) $ (6,594,000)

The accumulated benefit obligation for the Society’s pension plan is $541,485,000 and $483,120,000 at December

31, 2009 and 2008, respectively.
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Components of Net Periodic Benefit Cost for the Year Ended December 31:

Pension Benefits

Postretirement
Medical Benefits

2009 2008 2009 2008
Service Cost $ 8,702,000 $ 12,934,000 $ 340000 $ 1,882,000
Interest Cost 31,847,000 35,288,000 2,320,000 4,715,000
Expected Return on Plan Assets (28,361,000) (42,868,000) - -
Amortization of Prior Service Cost - 45,000 (5,039,000) (243,000)
Amortization of Net Actuarial Loss 3,886,000 820,000 1,489,000 1,351,000
Net Periodic Benefit Costs 16,074,000 6,219,000 (890,000) 7,705,000
Curtailment Loss - 159,000 - -
Net Periocdic Benefits Costs
After Curtailment 3 16,074,000 $ 6,378,000 $ (890,000) $ 7,705,000

Other Changes in Plan Assets and Benefit Obligations Recognized in Unrestricted Net Assets:

The following table provides information for other changes in pian assets and
unrestricted net assets for the year ended December 31:

benefit obligations recognized in

Postretirement

Pension Plan Medical Plan
2009 2008 2009 2008

Net Actuarial Loss (Gain) $ (4,806,000) $ 180,220,000 % 8,974,000 $ 1,681,000
Prior Service Credit - - (21,433,000) (29,880,000)
Amortization of Prior Service

(Cost) Credit - (216,000) 5,039,000 303,000
Amortization of Net Actuarial Loss (3,886,000) (1,025,000) (1,489,000) (1,688,000)
Reduction in PBO Due to

Curtailment - (78,750,000) - -
Total Recognized in

Unrestricted Net Assets

Non-Operating Activity $  (8,692,000) $ 100,189,000 $ (8,909,000) $ (29,584,000)

Assumptions

Assumptions used to determine benefit obligations at December 31:

Pension Benefits

Postretirement
Medical Benefits

2008 2008 2009 2008
Discount Rate 5.875% 6.625% 5.625% 6.625%
Rate of Compensation Increase N/A 4250% N/A N/A
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Assumpfions used to determine net periodic benefit cost for year ended December 31:

Pension Benefits Medical Benefits
2009 2008 2009 2008
Discount Rate 6.625% 6.500% 6.625% 6.500%
Expected Return on Plan Assets 8.250% 8.500% N/A N/A
Rate of Compensation Increase 4.250% 4.250% N/A N/A

The Society determines the long-term expected rate of return on plan assets by examining historic capital market
returns, correlations between asset classes and the Plan’s normal asset allocation. Current and near-term market
factors such as inflation and interest rates are then evaluated to arrive at the expected return on plan assets. Peer
group and benchmarking data are also reviewed to ensure a reascnable and appropriate return assumption.

Assumed health care cost trend rates have a significant effect on the amounts reported for postretirement medical
benefits. A one-percentage point change in assumed health care cost trend rates would have the following
effects:

One-Percentage One-Percentage
Point Increase Point Decrease
Effect on Total Service and Interest Cost Components $ 214,980 $ (196,520)
Effect on Postretirement Benefit Obligation N/A N/A

Plan Assets

The Society’s pension plan asset allocation as of December 31, by asset category is as follows;

Plan Assets at December 31

2009 2008
Domestic Equities 29% 41%
Foreign Equities 16% 19%
Fixed Income Securities 52% 3%%
Cash Equivalents 3% 1%
Total 100% 100%

The Society utilizes a total return investment approach based on modern portfolio theory. Multiple asset classes
are implemented in order to obtain the benefits of diversification and maximize long-term total return for a given
level of risk. Risk tolerance is developed by reviewing the funded status of the plan, duration of the plan liabilities,
the income and liquidity requirements, legal constraints, and the financial condition of the Society.

The investment portfolio is comprised of a diversified combination of domestic equities, international equities, fixed
income securities and cash equivalents. The Society’s investment policy states that domestic equities normally
comprise 45% of total assets, foreign equities 15%, fixed income securities 40% and cash equivalents a nominal
amount. The allocation among domestic equities, international equities and fixed income securities is determined
by prevailing market conditions and relative valuations between asset classes. The plan’s financial condition is
monitored on an on-going basis by means of quarterly investment portfolio reviews, an annual independent
actuarial valuation, and pericdic asset/liability studies.
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Effective January 1, 2008, the Society adopted the Financial Accounting Standards Board’s Accounting Standard
Codification on Plan Accounting — Defined Pension Benefit Plans and all subsequent amendments effective for
2009. The standard, as amended, establishes a framework for measuring fair value and expands disclosures
about such fair value measurements. See footnote 9 for more information on the standard.

The Society utilizes the best information available in measuring fair value and financial assets and liabilities are
classified based on the lowest level of input that is significant to the fair value measurement. The adoption of the
standard did not have any impact on the pian’s financial results.

The following table summarizes the 2009 valuation of the Society’'s pension plan assets according to the

classification hierarchy:

Financial Assets

Cash Equivalents

Fixed Income - U.S. Treasury
Securities

Fixed Income - U.S. Government
Agency Securities

Fixed Income - Asset Backed
Securities

Fixed Income - Mortgage Backed
Securities

Fixed Income - Corporate Debt
Securities

Fixed Income - Municipals

Equity - Domestic Issues

Equity - Foreign Issues

Collateral Received Under
Securities Lending Agreement

Total Assets Measured
At Fair Value

Financial Liabilities
Payabie Under Securities
Lending Agreement
Total Liabilities Measured
At Fair Value

Cash Contribution

Quoted Prices In Significant Other
Active Markets for  Significant Other Unobservable
Identical Assets Observable Inputs Inputs

Total (Level 1) (level 2) {Level 3)
3 (1,500,000) $ (14,803,000) $ 13,303,000 $ -
65,137,000 65,137,000 - -
1,982,000 - 1,982,000 -
2,476,000 - 2,476,000 -
3,325,000 - 3,325,000 -
125,112,000 81,000 125,031,000 -
31,602,000 - 31,602,000 -
119,697,000 30,475,000 89,222,000 -
64,443,000 - 64,443,000 -
16,801,000 14,954,000 1,847,000 -
$ 429075000 $ 95,844,000 $ 333,231,000 $ -
$ 16,801,000 $ 14,954,000 3 1,847,000 -
$ 16,801,000 § 14,954,000 $ 1,847,000 $ -

The Society expects to contribute approximately $22,000,000 to its defined benefit pension plan in 2010.
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Projected Benefit Payments

The Society expects to make the following benefit payments in future years:

Projected Projected Projected

Pension Posftretirement Medicare Part D

Payments Medical Payments Subsidy Receipts
Fiscal Year 2010 27,913,000 $ 2665000 $ 267,000
Fiscal Year 2011 29,267,000 2,764,000 -
Fiscal Year 2012 30,915,000 2,835,000 -
Fiscal Year 2013 32,430,000 2,896,000 -
Fiscal Year 2014 33,915,000 2,945,000 -
Fiscal Year 2015 - 2019 189,903,000 15,188,000 -

Defined Contribution Retirement Plan

The Society has a 401(a) defined contribution retirement plan available to substantially all employees. Employees
may make contributions up to the lesser of $49,000, less the Society's basic contribution and match, or 100% of
base compensation, with some restrictions. In addition, employees may make contributions up to 100% of base
pre-tax compensation, or after-tax compensation as Roth contributions, subject to certain IRS limits, into a 403(b)
Plan. The Society provides matching funds at the rate of 50% up to the first 6% of base compensation for
participants. Employer contributions to the Defined Contribution Retirement Plan totaled approximately $3,230,000
and $2,970,000 in 2009 and 2008, respectively.

Supplemental Retirement Plan

The Society established a nonqualified, supplemental retirement plan effective January 1, 1995, covering certain
employees. Plan participants are entitied to benefits, once vested, based upon actuarially determined amounts
designed to replace pension benefits lost due to annual compensation limits imposed by the Internal Revenue
Service Code. Vested benefits are payable in March of each year. The Society’s expense for the supplemental
retirement plan totaled $394,000 and $347,000 for the years ended December 31, 2009 and 2008, respectively.

11. OPERATING LEASES

The Society leases office facilities as well as office and equipment under operating leases with original lease terms
ranging from 1 to 10 years. Two of the Society’s operating leases provide for a renewal option term of 5 years at
their fair rental value at the time of renewal. The Society has two types of office lease agreements for which
payments are received. The first is with two organizations that lease space in a building owned by the Society.
The other agreements are with third parties that sublet office space in which the Society is the primary lessee.
The lease terms range from 3 to 10 years.
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At December 31, 2009, future lease payments to be made by the Society, and future lease receipts from tenants,
under noncancelable operating leases were as follows:

Lease

Years Ending Lease Payments Payments To Be

December 31 To Be Made Received
2010 $ 1,718,000 $ 880,000
2011 417,000 61,000
2012 397,000 52,000
2013 292,000 9,000
2014 23,000 -
$ 2,847,000 $ 1,012,000

Rent expense for operating leases was approximately $2,053,000 in 2009 and $2,196,000 in 2008.

12. INCOME TAXES

The Society is generally exempt from federal income taxes under Internal Revenue Code Section 501(c)(3).
However, the Society is subject to taxation on any net unrelated business income. At December 31, 2008, the
Society had a net operating loss carryforward for income tax purposes of approximately $4,600,000, which expires
over the years 2010 through 2029. A deferred tax asset has not been recorded for the net operating loss because
the Society has determined it is not recoverable as of December 31, 2009.

The Society evaluated its tax positions under the Financial Accounting Standards Board’s Codification on Income
Taxes on tax returns filed, as well as un-filed tax return positions. It is management's position that it is more-likely-
than-not that its tax positions do not require the Society to record a deferred tax asset.

13. COMMITMENTS AND CONTINGENCIES

In 2002, ACS brought suit against three former employees and the company they founded in a case styled,
American Chemical Society v. Leadscope, Inc., et al., Case No. 02-CVC-07-7653 (Franklin County, Ohio Court of
Common Pleas). Leadscope, Inc., and the individual defendants counterclaimed, seeking damages in excess of
$50 million. Trial in this matter commenced on February 4, 2008. The jury rendered its verdict on March 27, 2008,
rejecting the Society’s claims of breach of employment agreements and misappropriation of trade secrets, and
finding against the Society on three separate counts: defamation, tortious interference with business relations, and
unfair competition. The jury’s award to Leadscope, Inc. and the three individual defendants/counterclaim plaintiffs
(referred to collectively as “Leadscope”) totaled $26.5 million.

Following the jury verdict, Leadscope filed motions seeking prejudgment interest, attorneys’ fees, and expenses.
Subsequently, Leadscope withdrew the motion for prejudgment interest. Through the attorneys’ fees motion,
Leadscope sought an additional $11 million. On February 6, 2009, the Trial Court awarded Leadscope fees and
expenses of $7.9 million.

The Society filed an appeal on November 20, 2008 in the Ohio Court of Appeals (the Appeals Court). The matter
has been fully briefed and the Appeals Court conducted an oral argument on October 6, 2009 with a decision
expected in 2010. The Society is vigorously contesting the liability awarded in this case and management believes
there is a significant chance of obtaining substantial relief on appeal. In addition, the Society has insurance
coverage which, depending on the appellate court's ruling, could cover a significant portion of any remaining
award. Accordingly, the Society’s potential liability is uncertain.

24



14. SUBSEQUENT EVENTS

The Society has performed an evaluation of subsequent events through February 24, 2010, which is the date the
financial statements were available to be issued, noting no events which affect the financial statements as of

December 31, 2009.
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