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Section |: Copy of Financial Review

The Report of Independent Accountants issued by Baker Tilly, Exhibit 1, and supporting financial
statements, Exhibits 2, 3 and 4, are in the following pages. The financial statements are also included in
a separate spreadsheet, OWB_EXHIBITS.xIsx.

Discussion of Procedure Exception and Management Response

The report noted one procedure performed with exception: review and approval of bank
reconciliations. Effective with the FY24-25 year-end statements, all quarterly financials include a
statement of cash flows tied off to bank statements. Additionally, a spreadsheet is updated monthly
tying off bank statements to reconciliations from our accounting software, QuickBooks.



Exhibit 1: Report of Independent Accountants



@ bakertilly

Report of Independent Accountants

Oregon Wine Board
Oregon Secretary of State Audits Division

We have performed the procedures enumerated below, on the accounting records noted below for
the Biennium ended June 30, 2025. The Oregon Wine Board (OWB or the Board) is responsible for
the accounting records noted below.

The Oregon Wine Board has agreed to and acknowledged that the procedures performed are
appropriate to meet the intended purpose of assisting the Oragon Wine Board in complying with
Oregon Revised Statute (ORS) 182.464. Additionally, the Oregon Secretary of State Audit Division
has agreed to and acknowledged that the procedures performed are appropriate to meet their
purposes. This report may not be suitable for any other purpose. The procedures performed may not
address all the items of interest to a user of this report and may not meet the needs of all users of this
report and, as such, users are responsible for determining whether the procedures performed are

appropriate for their purposes.
The procedures we performed, and our findings are as follows:

Receiving, Recording and Reporting Transactions

1. Wae obtained the following list of internal controls for receiving, recording, and reporting
transactions. We agreed the list of internal controls to the Board's policies and procedures with
no exceplions:

a. All revenues received via direct deposit, ACH, or on-line credit card payments are posted
into QuickBooks with accompanying documentation.

b. Grape Assessment, Privilege Tax: All transfers for the biennium are verified by OLCC via
OWB request.

c. Grape Assessment, Privilege Tax: CFO tracks monthly deposils in a spreadsheet and
verifies with quarterly P&L.

d. Symposium Program Revenue: Accounting/Bookkeeping Conltractor reconciles merchant
services statement monthly (during active ticket sales). CFO reconciles final ticket sales
and dollar amount from event software to merchant services deposits.

e. The Executive Director, CFO, or appropriate Program manager emails invoices along with
approval and appropriate GL Allocation to the Accounting/Bookkeeping Contractor.

f. CFO reviews the Accounts Payable report and verifies documentation in QuickBooks.

g. The CFO approves staff expense reports in Expensify. CFO expense reports are approved
by the Executive Director. Executive Director expense reports are approved by the Board
Chair.

h. The CFO reviews and approves payroll each pay period.

Baker Ty Advisery Group. LP andg Baker Tty US. LLP. trading as Baker Tily, are members of the gicbal network of Saker Tily
international Lid _ the members of which are separate and independent legal entities. Baker Tilly US LLP s a kcensed CPA firm that
provides assurance services 1o i1s cllents. Baker Tilly Advisory Group, LP and s subsigiary enlies provide tax and consulting services
10 their chents and are not licensed CPA firms
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i.  MNen-budgeted expenditures over $50,000 are approved by the Finance Cemmittas.

2. We oblained a schedule from management of all accounting transactions from QuickBooks
that eccurred during the Biennium ended June 30, 2025, and haphazardly salected
10 ransactions. We performed procedures over the items selected to oblain evidenca that the
control took place. The results of our procedures are included in the table balow:

Revenuas Expanses
Transactions A B c 0| E F G H |
1 T Y7 R 'Y T v ¥ N M
2 (T M MR WA ¥ v MR MPA A
3 (T M MR WA ¥ v MR MPA A
4 M M WA ma | v B NAA A
5 (T P T VY ¥ ' L T YT
6 WA BUSA MSA RUA ¥ v ¥ W A
Fi v v ¥ A My M WO MAA B
;) v P ML My M [TF R T T
a9 (T M MR WA ¥ ¥ ¥ W M
10 MR MR WA ma | W ¥R ¥ A
v = Pracadurs parfumiad wihout sxception
MiA, = Combrol not applicatia for this sakaction

Control A Revenues: Noted the transaction was emered into QuickBooks and agreed
transaction o accompanying documentation.

Control B: Revenues: Inspecied Tax transfer verification by OLCC.

Control C: Revenues: Inspected the monthly deposil spreadsheet and tied revenue to
approved guarterly PEL.

Control D: Revenues: Inspectad reconciliation of tha merchant services slatements
mgnthly, and reconciliation of final ticket sales.

Control E: Expenses: Inspectad invoices for evidence indicating appropriate approval
and GL allocation.

Control F: Expensas: Inspected evidance of the CFO's review of the accounts
payable raport.

Control G: Expenses: Inspecled expense reports and noled appropriate approval of
BXPANSS repors.

Control H: Expanses: Inspected evidence of the CFO's review and approval of

paniroll
Control |: Expanses: Inspected evidence of Finance Commillea approval of
non-budgeted expanditures over $50,000,

Cazh Handling
The Cregon Wine Board did nol receive cash or disburss cash during the biennium; thus, no
procedures were performed over Cash Handling.

Bank Reconciliations

3. We confirmed bank balances with financial institutions that the Board uses as of Juns 30,
2025, We agreed the confirmations o the June 30, 2025, bank reconciliations without
exception.

2



4. We ablained the following list of intarnal controls over bank reconciliations. We agreed the list
of intarnal controls o the Board's policies and procaedures without excaplion.

a. Tha Accounting/Bookkeeping Contractor reconciles bank accounts monthly.

b. The Accounting/Bookkeeping Confractor will review the reconciliations and investigate any
chacks thal are tlLIiSl.al‘ldiﬁg over six months.

c. Bank reconciliations are reviewed periodically by the CFO. CFD reviews bank ending
balances on a quartery basis to align with balance sheel isswed with quartery financials,

5. We ablained a list from managemant of all bank reconciliaions for the Biennium anded
June 30, 2025, and haphazardly selected 3 reconciliations. We performed procedures over the
itarns selected to oblain evidence that the control took place. The resulls of our procedures are
included in tha table below:

Reaconcilabions
Selactad Control A& Control B Control C

" MA A |
s WA i |
" MA A |
= Procedure parformad without excaption
= Procedure parformed with exceplion
BiA = Contred not applicable for this selection
Conftrol A Bank Reconcilialions: Inspected account reconcilialions and
supporing documants.

Conlrol B: Bank Reconciliations: Inspected evidence of review of bank
recenciliation for checks outstanding over 6 months and evidence of
investigation, if any roted.

[ % | pa =

Conlrol C: Bank Reconciliations: Inspected the bank reconciliations for evidenca
indicating review and approval from tha CFO.

Durirg our testing of Controd C, we wers unable to oblain evidence that bank reconciliations

weara parodically reviewad, or al least every quarter prior 1o approval of the quartarly financial
statemeants.

6. Wea haphazardly selected 3 reconciling items from bwo of the three bank reconciliations
salected in Procedurs 5, as one contained no reconciling items, and agreed those items to
supporling documantation withoul exception.

Revenues

7. We oblained the following list of internal controls over revenues. We agread the list of internal
controls to the Beard's policies and procedures withoutl exception.

a. Al revenues received via direct deposit, ACH, or on-line credit card payments are posted
inle QuickBooks with accompanying documantation.

b. Grape Assessment, Privilege Tax: All ransfers for the biennium are verified by OLCC via
OWB request.

¢. Grapa Assessmant, Privilege Tax: CFO tracks monthly deposits in a spreadsheet and
warifies with quarterly P&L.

d. Symposium Program Revenue: Accounting/Bookkeaping Contractor reconciles merchant
sarvices stalement monthly (during active licket sales). CFO reconciles final tickel sales
and dollar ameount from event saoftware to merchant services deposits.
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8. We ablained a schedule from management of revenues during the Biennium ended June 30,
2025, and haphazardly selected 10 revenue ilems (4 privilege tax and B grape assessment
tax). We performed procedures over the ilems selectad to abtain evidence that the control took
place. The results of our procedures are included in the able balow:

F:'ﬁ;:?: Control A | ControlB | ContralC | Control D
i b ¥ + A,
s ¥ ¥ + 1Y
3 ' ¥ ¥ Pl
4 ¥ ¥ o MliA
5 o ¥ c Ml
& ¥ ¥ + 1Y
7 ' ¥ ¥ Pl
B o ¥ v T
9 o o s Pl
10 o o o Pl
¥ = Procadure performed without excaplion
[ = Procedure performed with excaplion
M = Contral net applicable for this selection
Control &: Revenues: Noled the ransaction was entered inte QuickBooks and
agread transaction lo accompanying docurmaniation.
Canirol B: Revenues: Inspected biennium transfer verification by OCC and tied to
ravanua par the financial statermeants.
Conirol C: Revenues: Inspected the monthly deposit spreadshest and tied revenue
to approved quarterly P&L.
Control D: Revenues: Inspectsd reconcilialion of the marchant services statements
manthly, and reconciliation of final ticke? salas.

9. We confirmed revenus recaived from privilege tax and grape assessment tax during the
2023 — 2025 biennium from Oragon Liguor Control Commission and agreed the confirmation to
the revenues recorded during the biennium without exceplion.

Expenszes

10. We oblained the following list of internal controls over expansas. We agreed the list of internal
controls o the Board's policies and procedures without excsplion.

8. Tha Exscutive Directar, CFO, or appropriate Program manager emails invoices along with
approval and appropriate GL Allecation to the Accounting/Bookkeeping Contractor.

b. CFO raviews the Accounts Payable report and verifies decumemtation in QuickBooks,

€. Tha CFO approves stafl expanse reports in Expansify. CFO axpense reports are approved
by the Executive Direclor. Exscutive Director axpanse reports are approved by the Board
Chair.

d. The CFO reviews and approves payroll each pay period.
8. Men-budgeted expenditures aver $50,000 are approved by the Finance Committee.



"

. We ablained a schadule from management of expenses during the Biennium ended June 30,

2025, and haphazardly selected 10 axpensa itams. We parformed procedures over tha ilems
salacted to detarmine if the intemal controls identified above were followed. The results of our
procedures are included inthe table below:

%:ﬂ:;ﬁ Control A Control B Control & Control D Control E
1 o "y Y i, M
2 o o v M A
3 o ¥ v NiA A
4 o ¥ Y il A
5 o ¥ ¥ Y WA
B W T ¥ A A
Fil o ¥ v A, MA
8 o + ¥ Y WA
] # o ¥ M, MiA
10 W ¥ 1= o A
¥ = Procedurs parformed withoul exception

MiA = Ceonfral not applicable for this selection

Contral A: Expenses: Inspecled invoices for evidence indicating appropriate approval
and GL allocation.

Control B: Expenses: Inspecled evidencs of the CFO's review of the accounts payable
report.

Contral C: Expansas: Inspeclad expansea reports and noted appropriate approval of
axpense reports,

Control : Expensas: Inspected evidence of the CFO's review and approval of payroll.

Control E: Expenses: Inspecled evidence of Finance Commitles approval of
non-budgeted expandilures aver 550,000,

Budget and Board Financial Reporting

12.

13.

14.

We compared the actual revenuas and expanses for the biennium ended June 30, 2025, 1o
the budgeted amounts and noted that total actual expanditures did not exceed the maximum
budgeted expenditures in the adopted budget.

We reviewed the budget to actual report for the Biennium ended June 30, 2025, and identified
two line-items in the budgel that excesded 10% of tolal revenues or expenses, and noted one
of the itemns had a variance exceeading 10% of total revenues or expenses for the biennium.
The twa lina-itams that exceeded 10% of tolal ravenues or expensas are as follows:

i. Grape Assessment; actual was 26.9% greater than line budget.
ii. Grants, actual was 10.1% lass than line budgat.

‘We oblained the following list of intemal contrals over Budgetary and Board Financial
Reporting. We agreed the list of iemal contrals to the Board's policies and procedures
without exception and reviewed 8 quarterly reports to the Board to determine compliance with
ihae intarnal controds.

a. Budgel o actual PAL and balance sheel are submitted o the Executive Director and
Finance Committea for review quarary. The Board of Direclors review and approve the
quartarly and annual financial reports.



b. Tha Board of Direclors review and approve the annual budgel and any subseguent revised

budgats.
Budget Cuarter Quarler Quarler CQuarter CQuarter Quarler Quarler  CQuarber
1 2 3 4 5 B T B
Control & o o ¥ ¥ ¥ s ¥ ¥
Contral B W ¥ ¥ ¥ ¥ ¥ ¥ W
¥ = Procedura performad without exception

Contral &: Budgel: Inspected board meeling minutes for evidence of review and approval of the
quartery and annual financial statements.

Conftral B: Budgel: Inspected board meeling minutes for evidence of review and approval of the annual
budget and any subsaquent revised budgets.

Financial Statements

16. We have compared the internal financial statements prepared by management for the
biennium ended June 30, 2025 o the general ledger, noting no exceplions.

16. We have compared the schedules oblained for procedures 2, 8, and 11 o the intermal
financial statemants andior the underlying general ladger aceounts used by the managamant
to prepara the internal financial statements and agread the schadules without exceplion.

¥We wers engaged by the Oregon Wine Board to perform this agreed-upon procedures engagemant
and conducted our engagement in accordance with attestation standards establishad by the
American Instilute of Carified Public Accountants. We were not engaged to and did not conduct an
examination or review, the objective of which would be the expression of an opinicn or conclusion,
respactively, on accounting records of the Oregon Wine Board for the Biennium ended June 30,
2025, Accordingly, we do not express such an opinion or conclusion. Had we performed additional
procedures, other matters might have come to our attention that wouwld have been reporied to you.

¥We are required to be indepeandent of the Oregon Wine Board and to mest our other ethical
respansibilities, in accordance with the ralevant ethical requirernents related to our agreed-upaon
procadures angagemant.

Bl Tilly 05,127

Portland, Cregon
Cecamber 5, 2025



Exhibit 2: Supporting Financials — Budget to Actuals
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Exhibit 3: Supporting Financials — Budget to Actuals Variance Analysis
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Exhibit 4: Supporting Financials - Balance Sheet
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Section Il: Budget Comparison

Oregon Wine Board’s (OWB) main revenue stream is from an agriculturally based product influenced by
growing season, environmental risks, market conditions and consumer demand for wine. It is important
to provide the background on the OWB budget process.

OWSB is a unique semi-independent state agency with approximately 75% of our revenue derived from
Grape Assessment. In a given fiscal year Grape Assessment from two different harvest years is
transferred to OWB. Developing, approving and submitting a budget to the state by April 1 does not
allow insights into the anticipated revenue from the current harvest year.

To meet the April 1 State deadline and align with operations, OWB conducts two budget cycles for each
fiscal year. The first cycle is from January-March and the second cycle from June-August. Each budget
cycle includes public input of the proposed budget, budget approval by the Finance Committee and
budget approval and adoption by the Board of Directors at a public Board Meeting. A graphic
representation of the FY26-27 budget and reporting process and influencing factors is included in Figure
1.
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Figure 1: Oregon Wine Board Budget and Reporting Process

Oreog0ln OregonWine Board Budget and Reporting Process.

Wl I l EEASS How Agricultural, Revenue Lag, & Oversight Shape Budgeting
JULY 2025 - JUNE 2027 BIENNIUM

JAN-FEB MARCH-APRIL
* Post proposed * Board approves
budget budget
OWB BUDGET * Hold public budget * April 1 - Budget
ANNUAL PROCESS forums due to Business

* Finalize proposed Oregon
budget

Finance Committee Reviews All |

- - > U
MONTH 8 9 4 F
w 0 =z o |=s
BUDGET APPROVAL -

1

GRAPE ASSESSMENT |
PAYMENTS Payments ~50%  f;

1

BIENNIUM STATE
REPORTING

GROWING SEASON @
Harvest

)
Wild
Fire

Harvest

)
Wild
Fire

ENVIRONMENTAL RISKS

SIBA - Semi-Independent State Agency
LFO - Legislative Fiscal Office

All budgets, financials, budget development meetings and historic information including recordings of
public presentations/forums are available on OWB’s website Budget & Financials.

To improve transparency of spends and clarity of program management areas. OWB adopted a new
General Ledger (GL) beginning in FY 2025-26. Expense categories in the new GL are Research, Education,
Marketing and General & Admin. Expenditures previously classified under Knowledge & Insights and
Leadership & Partnership have been reclassified to Research, Education, Marketing or General & Admin.
Compensation, administration, and travel for all staff members have been moved to General & Admin
instead of being spread across various expense categories.

Each year, the OWB budget supports international marketing programing. Most of the funding for
programming is via the Northwest Wine Coalition (NWC). NWC active members are the OWB and the
Washington State Wine Commission (WSWC). NWC is a nonprofit entity eligible for USDA Grants. The
mission of the NWC is to drive industry growth through the development of new and existing
international markets and to raise awareness and demand for Northwest wine through marketing,
education, communication, and winery participation in international activities.
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https://industry.oregonwine.org/budget-financials/

In 2023-25, OWB utilized $1,855,000 of USDA grants and program expenditures via NWC. For the 2025-
27 biennium the budget is $2,450,000 of USDA grants and program expenditures via NWC. These
funds are not part of the OWB P&L, but the impact is significant and are represented in Figure 2, below,
in the new GL.

Figure 2: OWB Biennium Actuals & Budgets plus Grants and Expenditures via NWC

OWB Revenue + Export Grants* vs
Programming + G&A Expenditures

W rmps Adgaciaman] - Privilegs Tax = Bymdosium & Orasts » Export Grands” o0 sReanech ® Educition whaskeing = inll Programa®

(el i}

i 23-28 I}Tb v 28-27

B0 (M
e aliii]
6, 000603, 000
5,000, 000
& D00, 000
3,000, D00
2000, THE)

1,500 006

WG

*Expoit Granls and Intl Programs aré nol part of OWB Financials; hanis managed by the Northwest Wine Coalilion.
OWH supports these programs vin o small bedget and staff support.

Financials are presented on the following pages and are included in a separate spreadsheet,
OWB_EXHIBITS.xIsx.

Exhibit 5: Balance sheet for 2023-25 biennium ending June 30, 2025

Exhibit 6: Forecasted balance sheet for the 2025-27 biennium ending June 30, 2027

Exhibit 7: Final adopted budgets to actual revenues and expenditures for 2023-25 biennium

Exhibit 8: All budget versions for each fiscal year of 2023-25 biennium

Exhibit 9: Detailed Mapping of 2023-25 biennium all budgets and actuals to the GL effective with FY
2025-26

Exhibit 10: 2023-25 biennium final budgets and actuals in new GL effective with FY 2025-26

Exhibit 11: Line-item comparison of 2023-25 final budget to 2025-27 budgets (as of March 2026) and
2023-2025 actuals to 2025-27 budget. All presented in the new GL.

Exhibit 12: All budget versions for each fiscal year of 2025-27 biennium available as of March 2026
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Exhibit 5: Balance sheet for 2023-25 biennium ending June 30, 2025
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Exhibit 6: Forecasted balance sheet for the 2025-27 biennium ending June 30, 2027
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Exhibit 7: Final adopted budgets to actual revenues and expenditures for 2023-25 biennium
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Exhibit 8: All budget versions for each fiscal year of 2023-25 biennium
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Exhibit 9: Detailed Mapping of 2023-25 biennium all budgets and actuals to the GL effective with FY 25-
26
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Exhibit 10: 2023-25 biennium final budgets and actuals in new GL effective with FY 2025-26
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Exhibit 11: Line-item comparison of 2023-25 final budget to 2025-27 budgets (as of March 2026) and
2023-2025 actuals to 2025-27 budget. All presented in the new GL
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Exhibit 12: All budget versions for each fiscal year of 2025-27 biennium available as of March 2026
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3110 Trade Programming
B0 Coraat v
3130 Events and Sponsomships

3140 Wabaite Upgrade & Maintenanoe

G0 Wine Guide
1200 Pubdic Relations

Budget FY25.26

Budget FY25.28  Budget FY25-26  Budget FY26.27

S0 Medin Analytice + Publicat)
53220 FAM Tours + Hosted Media
G323 Wine Reviewers

Taotal §5308 Pablic Relations

53400 Industry Grants

63500 WCLF Matching Funds

EI60 intnmatinnal Barksting

63510 Grand + Coalitien Administraticn

B30 Program Support

3830 Grang Reimbursed Expanam.

G340 ternatlomal Cosbractors
GXE)IMEC Coammitlos A demin
Tatal £5802 Internaticnal Marketing

w2025.0% w2025.08 w202E. 0 vIOIE. 03
200 ) JNE00 00 1, 7, 300 00 1,600,000 00
3, 0 0 000000 200,000 00 FTEOC0.00
330, 00000 330,000.00 500000 300,000.00
S0,000.00 S0,000.00 S0,000 00 S0.000.00
53,0000 50,0000 50,000.00 50,030.00
5500 500 500 2000
000 20,000 00 ES 00 0o
1,783, 15500 1,926, 55500 2,344 S HLOD 2,15, 030.00
LT, TS5.00 326 8E5 0D 3,3, 00 3,305 (r0 00
2, 7E3, TS5 00 2,326,885 00 2,344 830 00 2,305,030 00
397, 000.00 352 50000 362 HO0O0 19282200
2500000 2500000 25000 00 2000000
4142, D0LOE 275, 50000 375, GHLD 283200
23,000.00 50,000.00 3, 500.00 30,000.00
20,000 00 1300000 100000 20,000 00
20,000.00 10,000.00 oo
0o 3,000.00 1,000.00
S35, 000 00 STE, 500 00 SAE, D20 00 A A3 00
0o noo
330,000.00 330,000.00 F0,000.00 300,000.00
F000.00 20,000 00 5,000 00 F00000
AT 50000 20,000 00 A5 000 00 20000000
10,000.00 B5,000.00 45,000.00
000 F000.00 S0
63,500 00 S2E,000 00 415,500 00 12502000
10,000 00 195000 00 13500000 000000
0,000 00 A0 000 00 A0, 000 00 500000
74, 500.00 50,000.00 T0,000.00 30,000.00
00000 LOC000 000 00 000000
000 TH000.00 0,000 00 2000000
500000 B5,000.00 B5,000.00 1200000
T4, 200 00 2500000 25,000 00 20000000
7,000.00 50,000.00 30,000.00 20,000.00
23,000.00 25,000.00 20,000.00 15,000.00
4,200 00 100,000.00 75,0000 5, 0001 00
20,000.00 50,000.00 50,000.00 noo
000000 142,500.00 142,500.00 7500000
T5,000.00 50,000.00 B0,000.00 80,000.00
500000 12,0000 10,000.00 10,000.00
000
75,000.00 75,000.00 55,000.00 BI000.00
0o 200000 30000
158, (0008 TR 000,00 155 30000 160,080.00
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E3000 Marksting Cordractars S0,000 00 1200000 00 02, 500 30 BO000 00

3950 Marketing Comenitbes Admin 3,000.00 3,000.00 HO0LO0
Total B3N MARKETING EXPENSES S48, 0 00 1,177, 500.00 3,600 00 SaT.0e0.00
EA00 GEWERAL & ADMIN EXPENSES
54100 Techmology Equipmant & Suppert 2500000 30,000.00 30,000.00 2000000
B0 Saftwers Subacriptions 0,000 00 000 00 000 00 A5 000 00
BAZ00 Supplias & Fras 00 0 25,000 00 25,000 00 200000
4250 Utilities. 15,000.00 15,000.00 15,000.00 14,000.00
B0 L egnl 1500000 000000 20,000 00 1750000
BASE0 Wins SEorage 00 400000 400000 250000
54430 Board Administration
54410 Board Travel & Mesting Expanses 20,000.00 25,000.00 25,000.00 20,000.00
B30 Direct or Companeatian 700000 S000.00 S00000 T.500.00
Total §4400 Board Administratien 2700000 31,D00.00 31,D00.00 2750000
64450 Membarshin and Dugs 3000.00
B0 Fiend
68510 Loass 73,000.00 73,000.00 73,000.00 7500000
54520 Tenant Feend Expanses /00000 &000.00 &000.00 7.600.00
Tertal E4508 Rant T 00000 T 00000 T 000 00 A% E80.00
54500 Stall Adminisiration
B850 Travel 25,000.00 35,000.00 35,000.00 30,000.00
83 Employes Develnpment 200000 550000 25,500 00 00000
Total £4500 SEatt Administration 27,000.00 6B, 50000 5B, 50000 36,000.00
64650 Employoe Compensation 1,110,000.00 1,100,000.00 1,100,00000 1,100,000.00
EATE0 PTO Aol A0, (000 500000 5,000 00 500000
B30 GRA Contraciom A7 00000 A2 000 00 a2 000 00 000000
Todal 64000 GENERAL & ADMIN EXPENSES 1,432, D0LOE 1,500, 50000 1,450, 50000 1,406, 100,00
Total Expanses LAVE, 200 00 3,704, 500.00 3,367, 630 00 3,508 582 00
et Oparating Incoms {136 445.001) | BEE 035.007) [RECERE ] | 283 48, 00)

Mt Insme (126, 445.00) [ BEE0395.00) [1,042.370.000] [ 283, 452.00)



Discussion of Major Variances Between Budget and Actuals for 2023-25
Biennium Including Discussion of Budget Adjustments

Changes to the Budget: As discussed in the background at the beginning of Section II, due to the nature
of our funding, we have at least one change to the budget each fiscal year. Exhibit 8 includes all budget
versions for 2023-25.

e Changes to the FY23-24 budget in August represented a minor adjustment to revenue and rollover of
surplus funds from FY22-23 used to expand programing expenses. In December, Community
Benchmark was increased by $6,200 and Board Administration was decreased by $6,200 to align
with anticipated spends. There were no changes to the total expenses of the budget in December.

e Changes to the FY24-25 budget in May was an adjustment to Research Grants to align with the
actual grants issued. August changes represented a minor adjustment to revenue and rollover of
surplus funds from FY23-24 used to expand programing expenses. In December, minor budget
adjustments were made in Leadership & Partnership to align with updated budgets for strategic
planning and regional financial strategy plans. There were no changes to Leadership & Partnership
FY24-25 budget or to total expenses in December.

Material changes to OWB Budgets are driven by timing and industry and market conditions to a much
greater extent than inflation. This variance discussion is based on material changes +/- 10% by line item
rather than inflation and will utilize the final 2023-25 biennium final budget and actuals as presented in
Exhibit 11.

Revenue: Grape Assessment was 27% higher than budget due to bountiful harvests and increased wine
production during the biennium. Wine Cellar Income was added to the financial statements effective
June 30, 2025, and will be updated on an annual basis. This line item represents a valuation of wine in
inventory, not actual income to OWB.

Research Expenses: Viticultural and Research Grants were 10% under budget as OWB did not award
grants utilizing the full budget. Insights and Data budget was not fully utilized due to timing of
organizational and staff changes.

Education Expenses: Symposium expenses were 10% under budget due to prudent expense
management. Oregon Wine Education budget was not fully utilized due to timing of staff changes and
ability to develop and execute programs.

Marketing Expenses: Media-Digital Promotion Advertising was under budget by 14% due to
unanticipated exit of social media contractor. Creative was under budget by 24% due to lower industry
demands for merchandising and POS materials during Oregon Wine Month promotion. Events and
Sponsorships exceeded budget by 19% as demand to support functions was stronger than originally
planned and funds in the overall budget allowed for the additional engagements. Website Upgrade &
Maintenance was under budget 75% as updates were delayed due to timing in personnel changes. Wine
Guide was under budget by 22% as work for the updated guide was pushed into FY25-26. FAM Tours +
Hosted Media was under budget by 68% due focus of new personnel during the biennium. Industry
Grants exceeded budget by 29% to fulfill all requests during the period and the overall budget allowed
for the additional direct industry support. WCLP Matching Funds were under budget by 93% as the
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expenses were pushed into FY25-26. Program Support exceeded budget by 30% due to expenditures
surpassing allowable grant reimbursements. Grant Reimbursed Expenses are over budget due to timing
of reimbursements from NWC. International Contractors is under budget by 12% as a portion of this line
item became eligible for grant reimbursement during the biennium. Marketing Committee Admin was
88% under budget as meetings were mainly conducted remotely.

General & Admin Expenses: Legal Fees were 30% over budget due to increased needs for legal counsel
due to organizational changes, Secretary of State Audit of OWB Wine Cellar, and subpoenas related to
PacifiCorp. Director Compensation was under budget by 54% due to limited qualifying members. Rent
was under budget by 48% due to delay in construction and return to office until March 2025. It should
also be noted the office lease was added to the balance sheet during the biennium. Travel, Employee
Development, and Employee Compensation were all lower than budget. driven by the reduction in FTEs
during the biennium.

Discussion of Major Variances Between 2023-25 and 2025-27 Budgets

Changes to the Budget: As discussed in the background at the beginning of Section I, due to the nature
of our funding, we have at least one change to the budget each fiscal year. Exhibit 12 includes all budget
versions for 2025-27 as of March 2026. As the FY2026-27 budget will be revised in August, the
discussion below is more general in nature.

e Changes to the FY25-26 budget in August represented a minor adjustment to revenue and rollover of
surplus funds from FY24-25 used to expand programing expenses. In January the budget reflected a
major anticipated downturn in Grape Assessment and minor downturns in Privilege Tax and
Symposium revenues decreasing the Total Revenue by $562,000 from $2,926,000 to $2,364,000.
Expenditures were lowered by $407,000 without affecting any major planned programming for the
remainder of FY25-26.

As noted above, material changes to OWB Budgets are driven by timing and industry and market
conditions to a much greater extent than inflation. This variance discussion is based on material changes
by line item rather than inflation and will utilize the final 2023-25 biennium budget and final 2025-27
budget (as of March 2026) as presented in Exhibit 11.

2025-27 budgeted revenue is 12% lower than 2023-25 budgeted revenue. Grape Assessment is the
main driver to decreased revenue and aligns with current market conditions of oversupply of wine and
inventory rebalancing over the next 2-3 years.

2025-27 expenditures are reduced to align with contracted revenue. All programs necessary to execute
on the 2025-2030 Strategic Plan will be funded but may be scaled down. The research budget continues
to support ongoing grants but does not fund additional new grants in 2026-27.

The budget reflects reduced or eliminated spending for contractors, committee administration,
employee travel and administration.
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Beginning and Ending Balances for 2023-25 and 2025-27 Description of
Variances

The beginning and ending balances for 2023-25 were derived from the 2023-25 Statement of Cash Flows
from OWB’s accounting software, QuickBooks. Net Income from the 2025-27 Budget, Balance Sheet as
of June 30, 2025, and Proforma Balance Sheet as of June 30, 2025, were used to develop values for
2025-27 Statement of Cash Flows and the beginning and ending balances 2025-27 in Exhibit 13. See S1
and S2 in OWB_EXHIBITS.xIsx for detailed calculations.

Exhibit 13 Beginning and Ending Balances

2023-25 2025-27
Actual Projected

Beginning Balance [ previous biennia carry-over) £1,338,151 51, B B2
Met IncomefLoss 355,451 (51,145,544)
Ending Balance £1,683,602 5534, 255
Reserve Fund as of June 30 £800,000 B450 55

Discussion of Target Ending Balance in Terms of Overall Reserve Amount
and/or Months of Operating Reserves

The reserve fund in recent years has been ~30% of the annual grape assessment. In consideration of
anticipated surplus funds at the end of FY 24-25 and current industry headwinds, the OWB Board of
Directors voted to set the Reserve Fund at $900,000 effective June 30, 2025. This reserve level provides
a minimum of six months of operating expenses and the ability to utilize reserve funds to execute on
strategic plans and programs.

The current budget for FY2025-27 reduces the reserves by approximately 50%. The budget and target
reserve level will be re-evaluated and updated as insights into 2026 and 2027 grape assessments are
realized.

Changes in Revenue Sources or Amounts

There are no changes to OWB's revenue sources. Grape Assessment and Privilege Tax are budgeted to
decline in 2025-27 biennium due to the current market conditions and rebalancing of wine inventory.
All main revenue sources are detailed below.

Grape Assessment (ORS 473.045-473.046): OWAB’s main revenue source is through the grape
assessment tax. This is reported to and paid directly to the Oregon Liquor and Cannabis Commission
(OLCC) by the industry. OLCC makes monthly payment transfers to OWB.

$25/ton tax on grapes harvested in Oregon and used to produce wine

$25/ton tax on grapes imported into the state and used to produce wine
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$25/ton tax on wine produced from juice or concentrate

$12.50/ton tax on wine grapes sold to businesses outside of the state

$0.021/gallon tax on wine made from all other agricultural products other than grapes used to make
wine or cider over 8.5% alcohol.

Grape Assessment tax rates have been at the current rate since establishment in 1983. Changesinin
annual grape assessments are a result of changes in wine production.

Privilege Tax: Oregon assesses a tax on the privilege of making malt beverages, wine, or cider in Oregon;
or shipping or importing malt beverages, wine, or cider into Oregon. This is referred to as a privilege tax
(ORS 473.030). OWB receives $0.02/gallon of the tax on wine sold within the state of Oregon (the first
40,000 gallons are exempt for wineries producing less than 100,000 gallons annually). Privilege tax
reporting and payment is to OLCC. OLCC makes monthly payment transfers to OWB.

Symposium: OWB generates revenue from the Oregon Wine Symposium (OWS) via ticket sales and
sponsorships. The OWS is a program designed to deliver pertinent industry education seminars in
viticulture, enology, and marketing. Revenue generated by this event is forecasted to offset all event
expenses.

Grant Revenue: OWB applies for grants through Oregon Department of Agriculture’s Specialty Crop
Block Grant and Travel Oregon’s Wine Country License Plate program to execute specific programs.

Funding outside of OWB Financials

Oregon Wine Board and Washington State Wine Commission are active members of the Northwest
Wine Coalition (NWC). NWC qualifies and applies for USDA grants to facilitate export growth including
Market Access Program (MAP), Regional Agriculture Promotion (RAPP), America First Trade Promotion
Program (AFTPP), and Global Broad-Based Initiatives (GBI).
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Section Ill: Rule Making Activities

Rules Adopted

The Oregon Wine Board did not make any rule-making changes in the 2023-25 biennium.

Budget Public Hearing Process

OWSB develops the biennium budget on two annual budget cycles aligning with operations. Public
opportunities are provided for information gathering and feedback from industry on budget priorities
and programs. The process is open to continual feedback and process improvement.

All current budgets, financials, budget development meetings and historic information including
recordings of public presentations are available on OWB’s website Budget & Financials. Notification is
posted on the website, provided to the industry via the Grapevine industry newsletter (copies available
on the website, Grapevine Newsletters) and standalone email announcements are sent to Grapevine
industry email list for public presentations. Budget presentations are also provided to the Industry
Partnership Committee.

The FY2025-27 budget process and timeline are outlined below in Table 1. Specific dates, budget
postings and meeting recording are available under the Budget Development Process & Documents at
the Budget & Financials page of the industry website.
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Table 1: Budget Timeline

January 2025 °

Post Timeline and Process for FY25-26 Budget Development
Notification to Industry via Grapevine Newsletter

February 2025 °

Industry Partnership Committee Budget Input, 2/13/25
Public Posting of FY25-26 Draft Budget, 2/17/25
Public Presentation of FY25-26 Draft Budget, Input and Q&A, 2/25/25

March 2025 °

Finance Committee Review of Proposed Budget, 3/14/25
FY25-26 Budget Review, Discussion and Approval at Public Board
Meeting, 3/15/25

July 2025 °

Notification to Industry via Grapevine Newsletter

Industry Partnership Committee Budget Adjustments Input, 7/10/25
Public Posting of FY25-26 Proposed Budget Adjustments, 7/14/25
Public Presentation FY25-26 Proposed Budget Adjustments, Input and
Q&A, 7/22/25

August 2025 °

Finance Committee Review of Proposed Budget Adjustments, 7/28/25
FY25-26 Proposed Budget Adjustments, Discussion and Approval at
Public Board Meeting, 8/8/25

January 2026 °

Post Timeline and Process for FY26-27 Budget Development
Notification to Industry via Grapevine Newsletter

February 2026 °

Public Posting of FY26-27 Draft Budget, 2/10/26
Industry Partnership Committee Budget Input, 2/17/26
Public Presentation of FY26-27 Draft Budget, Input and Q&A, 2/19/26

March 2026 °

Finance Committee Review of Proposed Budget, 2/25/26
FY26-27 Budget Review, Discussion and Approval at Public Board
Meeting, 3/5/26

July 2026 .

Notification to Industry via Grapevine Newsletter

Public Posting of FY26-27 Proposed Budget Adjustments, 7/23/26
Industry Partnership Committee Budget Adjustments Input, 7/30/26
Public Presentation of FY26-27 Proposed Budget Adjustments, Input
and Q&A, 7/31/26

August 2026 °

Finance Committee Review of Proposed Budget Adjustments, 8/6/26
FY26-27 Proposed Budget Adjustments, Discussion and Approval at
Public Board Meeting, 8/13/26
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Section IV: Consumer Protection

OWSB is a non-licensing agency. Copies of our published Annual Reports for 2023-24 and 2024-25
provide performance insights to industry stakeholders; the reports are submitted as separate
documents with this report. Reports are published and posted on our website OWB Annual Reports.

Section V: Licensing Activities and Disciplinary Actions

This is not applicable to the Oregon Wine Board.

Section VI: Other Board Activities

Organizational Chart as of June 30, 2025

Executive Director

Gina Bianco
Executive Chief Financial
Assistant Officer
Stacey Kohler Sally Crawford
| |
Director of Director of
Research & Marketin
Education g
Jessica Willey Carissa Cook

Public Relations
Manager

TBD

Current OWB staff is available at our industry website, OWB Management Team.
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Agency Operations

Agency Operations are summarized in Exhibit 14.

Exhibit 14: Agency Operations

Board
Members -
Bimnnium Positions FTE Industry
20152017 g 9,00 :]
2017-2019 9 9.00 ;)
20192021 8 8.00 3
20212023 8 £8.00 ]
20232025 6 .00 ;)
2025-2027 (Proposed) B 8.00 :]

Board
Meetings
10
10
26
16
15
12

Director

Board Salary
Stipend  $/per Month

$14,000

$15,500

$19,700

§155/day  $19,700

$166/day  $17.500

§178/day  $18,375

Oregon Wine Board closed the 2023-25 biennium with 6 FTE positions. This is 2 less FTE positions than
planned. Due to organizational restructuring and revenue constraints, OWB plans to remain at 6 FTE in

the 2025-27 biennium.
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Board Best Practices

The Board Best Practices self-assessment was administered in person on December 4, 2025. Eight board
members were active on this date and all 8 completed the survey via a paper copy. The results were
collated by Sally Crawford, CFO, and are presented in Exhibit 15 below:

Exhibit 15: Board Best Practices

TotalYes: TotalNo

Best Practices Criteria HHEPUHEUE HBEPUHEUS
....... 1. Executiee Director's I:I-E‘I'T'l:l manca EKHEE[EI“I:IFIS are curment. g D
"""" 3. Executive Director receives annual performance feedback. a o
"""" 3. The agency's mission and high-level goals are curent and applicable. a o
....... 4. Theboard reviesvs annual I‘.'IEI‘TI:I”"I"IEII"IEE Prognass rEI‘.'II:II‘t. 7 1
"""" 5. Theboard is appropriately involved in review of agency's key communications. 5 ‘3
"""" 6. Theboard is appropriately involved in policy-making activities. 7 1
"""" 7. The agency's budget aligns with mission and goals. a o
"""" B. Theboard reviews all proposed budgets. a o
"""" 3. Theboard periodically reviews key financial information and audit findings. a o
"""" 10. The board is appropriately accounting for resources. & 2
"""" 11. Theagency adheres to accounting rules and other relevant financial controls. 8 o
"""" 12. Board members act in accordance with their roles and public representatives. 7 3
"""" 13, Theboard coordinates with others where responsibilities and interests overlap. 7 1
"""" 14. The board members identify and attend appropriate training sessions. & 2
15, Theboard reviews its management practices to ensure best practices are utilized. 5 3
106 14

Percentage of Total 88.33%  11.67%
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Key Performance Measures

Annual reports for 2023-24 and 2024-25 detail programing supporting Oregon Wine Board’s three

Strategic Priorities:
1. Enhance the Reputation of Oregon Wine - Define, protect, and promote the reputation of
Oregon Wine globally.

o

Establish a well-defined Oregon Wine brand with focused messages, attributes, and brand
guidelines

Promote statewide alignment to amplify and ensure consistency of brand message to
external audiences

Increase global awareness of the quality and breadth of the Oregon wine category

Fuel research that sustains and advances wine and grape quality

2. Deliver Knowledge & Insights - Advance collective intelligence in support of growing, making and
selling quality wines.

©)

Commission and curate technical, business, and market research to advance industry
practices

Be the experts on the Oregon wine industry in support of telling its stories and
communicating its impact

Make data and insights easily accessible to industry members at all times

Leverage funding and maximize knowledge-sharing through partnerships in research and
education

3. Provide Leadership & Partnership — Harness statewide strength to unite and empower the
Oregon wine industry

(@]

Prioritize activities that will have greatest impact on the advancement of the statewide
industry

Establish development opportunities for regional associations appropriate to their life
stage needs and in service to the advancement of Brand Oregon

Institutionalize venues for cooperation and input-gathering among regions and other
industry groups
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