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INDEPENDENT AUDITOR'S REPORT

Board of Curators
Georgia Historical Society, Inc.
Savannah, Georgia

We have audited the accompanying financial statements of the Georgia Historical Society, Inc. (the “Society”)(a
nonprofit organization), which comprise the statements of financial position as of June 30, 2014 and 2013, and the
related statements of activities, functional expenses, and cash flows for the years then ended, and the related notes
to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

200 GALLERIA PARKWAY S.E., SUITE 1700 « ATLANTA, GA 30339-5946 « 770-955-8600 « 800-277-0080 « FAX 770-980-4489 « www.mjcpa.com
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Georgia Historical Society, Inc. as of June 30, 2014 and 2013, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Mo e & &Aﬂw W

Atlanta, Georgia
January 12, 2015



GEORGIA HISTORICAL SOCIETY

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2014 AND 2013

ASSETS

CURRENT ASSETS
Cash and cash equivalents

Unconditional promises to give, net

Accounts receivable
Prepaid expenses
Inventory

Total current assets

OTHER ASSETS

Investments - endowment & endowment trust fund
Unconditional promises to give, net

Total other assets

PERMANENT COLLECTIONS

LAND, BUILDINGS AND EQUIPMENT, net

of accumulated depreciation

CONSTRUCTION IN PROGRESS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Deferred revenues
Note payable

Total current liabilities
LONG-TERM NOTE PAYABLE
Total liabilities
NET ASSETS
Unrestricted:
Endowment trust fund

Undesignated
Total unrestricted

Temporarily restricted
Permanently restricted

Total net assets

TOTAL LIABILITIES AND NET ASSETS

See Notes to Financial Statements.

2014 2013
980,663 $ 1,748,013
627,786 598,841
349,179 497,506

17,639 17,867
34,009 34,203
2,009,276 2,896,430
8,040,125 7,017,283
555,856 866,743
8,595,981 7,884,026
59,225 59,225
1,296,724 1,277,084
3,230,199 2,188,029

15,191,405 $ 14,304,794

181,223 $ 68,542

63,040 29,387
797,394 942,820

- 447,605
1,041,657 1,488,354
337,604 -
1,379,261 1,488,354
7,078,482 6,242,283
5,400,286 4,629,402

12,478,768 10,871,685
558,376 1,169,755
775,000 775,000

13,812,144 12,816,440

15,191,405 $ 14,304,794




GEORGIA HISTORICAL SOCIETY

STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2014 AND 2013

2014

Temporarily

Permanently

Unrestricted Restricted Restricted Total
OPERATING ACTIVITIES
Revenues and other support:
Contributions and grants $ 1,459,683 $ 101,200 $ - $ 1,560,883
In-kind donations 7,868 - - 7,868
Membership dues 277,340 - - 277,340
Merchandise sales and usage fees 46,366 - - 46,366
Record storage income 11,822 - - 11,822
Registration 73,670 - - 73,670
(Loss) on property and equipment disposals (1,250) - - (1,250)
Total revenues 1,875,499 101,200 - 1,976,699
Net assets released from restrictions:
Satisfaction of program restrictions 795,000 (795,000) - -
Total revenues and other support 2,670,499 (693,800) - 1,976,699
Expenses
Program services:
Membership 210,034 - - 210,034
Publications 176,477 - - 176,477
Education and Outreach 999,258 - - 999,258
Research Center 343,373 - - 343,373
Total program services 1,729,142 - - 1,729,142
Supporting services:
Management and general 258,451 - - 258,451
Development 74,686 - - 74,686
Total supporting services 333,137 - - 333,137
Total expenses 2,062,279 - - 2,062,279
Total operating activities 608,220 (693,800) - (85,580)
NON-OPERATING ACTIVITIES
Investment income 30,406 - - 30,406
Investment income from the endowment, net 968,457 82,421 - 1,050,878
Total non-operating activities 998,863 82,421 - 1,081,284
CHANGE IN NET ASSETS 1,607,083 (611,379) - 995,704
NET ASSETS, beginning of year 10,871,685 1,169,755 775,000 12,816,440
NET ASSETS, end of year $ 12,478,768 $ 558,376 $ 775,000 $ 13,812,144




2013

Temporarily Permanently

Unrestricted Restricted Restricted Total
1,335,834 $ 800,000 $ - $ 2,135,834
10,878 - - 10,878
257,729 - - 257,729
48,665 - - 48,665
12,417 - - 12,417
55,140 - - 55,140
1,720,663 800,000 - 2,520,663
155,000 (155,000) - -
1,875,663 645,000 - 2,520,663
236,818 - - 236,818
143,697 - - 143,697
965,879 - - 965,879
318,979 - - 318,979
1,665,373 - - 1,665,373
217,273 - - 217,273
93,397 - - 93,397
310,670 - - 310,670
1,976,043 - - 1,976,043
(100,380) 645,000 - 544,620
65,122 - - 65,122
801,150 24,755 - 825,905
866,272 24,755 - 891,027
765,892 669,755 - 1,435,647
10,105,793 500,000 775,000 11,380,793
10,871,685 $ 1,169,755 $ 775,000 $ 12,816,440
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GEORGIA HISTORICAL SOCIETY

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2014 AND 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets

Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation
Unrealized and realized (gains) on investments
Loss on building and equipment disposal
Changes in assets and liabilities:
Decrease in unconditional promises to give
Decrease (increase) in accounts receivable
Decrease in prepaid expenses
Decrease in inventory
Increase in accounts payable
Increase (decrease) in accrued expenses
(Decrease) increase in deferred revenues
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of land, building and equipment
Purchase of construction in progress
Purchase of investments
Proceeds from sale of investments

Net cash (used in) provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of note payable
Net cash (used in) financing activities
NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

See Notes to Financial Statements.

2014 2013
$ 995704 $ 1,435,647
47,138 50,071
(926,197) (702,866)
1,250 -
281,942 174,858
148,327 (66,928)
228 11,496
194 546
112,681 15,600
33,653 (53,603)
(145,426) 77,983
549,494 942,804
(68,028) (5,975)
(1,042,170) (112,912)
(396,610) -
299,965 131,355
(1,206,843) 12,468
(110,001) (225,278)
(110,001) (225,278)
(767,350) 729,994
1,748,013 1,018,019
$ 980,663 $ 1,748,013




GEORGIA HISTORICAL SOCIETY
NOTES TO FINANCIAL STATEMENTS

NOTE 1.

NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities

The Georgia Historical Society, Inc. (the “Society”) is a not-for-profit corporation organized
under the laws of the State of Georgia that is the premier independent statewide institution
responsible for collecting, examining, and teaching Georgia history. The Society houses the
oldest and most distinguished collection of materials related exclusively to Georgia history in
the nation.

Founded in 1839, the Society is the oldest continuously operated historical society in the
South. As an educational and research institution, the Society teaches Georgia history through
a variety of educational programs, scholarly publications, and research services.

Significant Accounting Policies
Basis of Presentation

The financial statements have been prepared on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America. The financial
statements include the accounts maintained by and directly under the control of the Society.

The Society presents its financial statements in accordance with the Financial Accounting
Standards Board (FASB)'s Not-For-Profit presentation and disclosure guidance. Under this
guidance, the Society is required to report information regarding its financial position and
activities according to three categories of net assets:

Unrestricted net assets — Funds that are not subject to donor-imposed stipulations which
are used to account for resources available to carry out the purposes of the Society in
accordance with the limitations of its charter and bylaws.

Temporarily restricted net assets — Funds currently available for use, but expendable only
for purposes specified by the donor or grantor. Such resources originate from grants and
contributions restricted for specific purposes. When a donor or grantor restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the statement of activities as net assets released from restrictions. Furthermore, the
Society has established a policy stating that if temporarily restricted funds are spent within
the year received, temporarily restricted net assets are reclassified to unrestricted net
assets.

Permanently restricted net assets — Funds that have been restricted by donors to be
maintained by the Society in perpetuity. Unless explicitly stated in the gift instrument
accumulated investment income and realized and unrealized gains of the permanent
endowment funds have been classified as temporarily restricted net assets.



NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Significant Accounting Policies (Continued)

Use of Estimates

The Society prepares its financial statements in accordance with generally accepted accounting
principles which require management to make estimates and assumptions that affect reported
amounts of assets and liabilities at the date of the financial statements, as well as the amounts
of income and expenses during the reporting period. Actual results could differ from those
estimates.

Fair Value of Financial Instruments

As defined in the FASB issued guidance, fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. In determining fair value, the Society uses various methods including
market, income and cost approaches. Based on these approaches, the Society often utilizes
certain assumptions that market participants would use in pricing the asset or liability, including
assumptions about risk and or the risks inherent in the inputs to the valuation technique. These
inputs can be readily observable, market corroborated, or generally unobservable inputs.

The Society utilizes valuation techniques that maximize the use of observable inputs and
minimize the use of unobservable inputs. Based on the observability of the inputs used in the
valuation techniques, the Society is required to provide the following information according to
the fair value hierarchy. The fair value hierarchy ranks the quality and reliability of the
information used to determine fair values. Financial assets and liabilities carried at fair value
will be classified and disclosed in one of the following three categories:

Level 1 — Valuations for assets and liabilities traded in active markets, such as the New
York Stock Exchange. Valuations are obtained from readily available pricing sources for
market transactions involving identical assets or liabilities.

Level 2 — Valuations for assets and liabilities traded in less active dealer or broker markets.
Valuations are obtained from third party pricing services for identical or similar assets or
liabilities.

Level 3 — Valuations for assets and liabilities that are derived from other valuation
methodologies, including option pricing models, discounted cash flow models and similar
techniques, and not based on market exchange, dealer, or broker-traded transactions.

Level 3 valuations incorporate certain assumptions and projections in determining the fair value
assigned to such assets and liabilities.



NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Significant Accounting Policies (Continued)

Fair Value of Financial Instruments (Continued)

If listed prices or quotes are not available, fair value is based upon externally developed models
that use unobservable inputs due to the limited market activity of these instruments.

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the
Society believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain financial instruments could result in a different fair value measurement at the reporting
date.

For the fiscal years ended June 30, 2014 and 2013, the application of valuation techniques
applied to similar assets and liabilities has been consistent. The fair value of investment
securities is the market value based on quoted market prices, when available, or market prices
provided by recognized broker-dealers.

Contributions, Promises to Give, and Donated Services

All contributions are considered to be available for unrestricted use unless specifically restricted
by the donor. Amounts received that are designated for future periods or restricted by the
donor for specific purposes are reported as temporarily restricted or permanently restricted
support that increases those net asset classes. When a restriction expires, or a purpose
restriction is satisfied, temporarily restricted net assets are reclassified to unrestricted net
assets and are reported in the statement of activities as net assets released from restrictions.
Restricted contributions whose restrictions are met in the same reporting period are recorded
as unrestricted support. Gifts of long-lived assets with explicit restrictions that specify how the
assets are to be used, and gifts of cash or other assets that must be used to acquire long-lived
assets, are reported as restricted support.

Unconditional promises to give are recorded when received. Conditional promises to give are
recognized when the conditions on which they depend are substantially met.

Unconditional promises to give due in the next year are recorded at their net realizable value.
Unconditional promises to give due in subsequent years are reported at the present value of
their net realizable value, using risk-free interest rates applicable to the years in which the
contributions are to be received. When considered necessary, an allowance is recorded based
on management estimate of uncollectibility including such factors as prior collection history,
type of contribution, and the nature of the fund-raising activity.

10



NOTES TO FINANCIAL STATEMENTS

NOTE 1.

NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Significant Accounting Policies (Continued)

Contributions, Promises to Give, and Donated Services (Continued)

Contributed and discounted services are recorded by the Society when these services create or
enhance financial assets or require specialized skills, are provided by individuals possessing
those skills and would typically need to be purchased if not provided by donation.

Membership Dues

Membership dues from the Society’s members are recognized on the accrual basis.
Membership dues are good for one year from the date of purchase.

Inventory

Inventories are stated at the lower of cost or market and determined by the first-in, first-out
method. Inventories consist of reproductions of maps and prints, educational books, other
items for sale, and office supplies used in general and administrative operations.

Investments — Endowment & Endowment Trust Fund

Investments in debt and equity securities that have readily determinable market values are
accounted for and reported at fair value. Investments received by gift are initially recorded at
fair market value at the date of acquisition, and adjusted for changes in fair value. The Society
classifies its debt and equity securities as trading securities. Trading securities are bought and
held principally for the purpose of generating operating income. Proceeds from the sale of
trading securities appropriated for expenditure by the Board are reported as operating activities
in the statement of cash flows.

Dividend, interest, and other investment income are reported in the period earned as increases
in unrestricted net assets unless the use of the assets is limited by donor-imposed restrictions,
in which case they are reported as increases in temporarily restricted net assets. Realized and
unrealized gains and losses on investments are reported as increases or decreases in
unrestricted net assets unless their use is temporarily restricted by explicit donor stipulation or
law.

11



NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Significant Accounting Policies (Continued)

Permanent Collections

The Society’s collections are primarily related to the library and archives collection. The
Society receives numerous donations of reference materials and artifacts annually to add to the
Research Center. Items of immaterial or indeterminable value are not included in these
financial statements. Prior to 1986, the cost of the existing collection, which includes historical
documents, manuscripts, and artifacts were not readily determinable; therefore, these items are
not valued in these financial statements.

Land, Buildings and Equipment

Expenditures for the acquisition of land, buildings and equipment are capitalized at cost when
the cost exceeds $1,500. Depreciation computed using the straight-line method over the useful
lives of the assets, which are: equipment and fixtures — 5 to 10 years; buildings 50 years; and
building renovation & improvements — 5 to 25 years. Planned major maintenance activities
which significantly extend the useful life of the asset are capitalized.

Deferred Revenue and Accounts Receivable

The Society defers grant advance payments until the agreed upon services are performed.
Also, the Society defers conditional contributions that have been paid in advance until the
agreed upon conditions have been performed. In addition, the Society defers membership
dues received during 2014 and 2013 for the following fiscal years. The majority of accounts
receivable is made up of future membership dues that have been pledged by current members.

Income Tax Exemption

The Society is a not-for-profit organization and is exempt from federal and state income taxes
under Section 501(c)(3) of the U.S. Internal Revenue Code of 1986, as amended. Accordingly,
no provision for income taxes has been made in these financial statements.

Management has considered the tax positions taken in its tax returns and believes that all of
the positions taken by the Society in its federal exempt organization tax returns are more likely-
than-not to be sustained upon examination.

The Society files Form 990 in the U.S. federal jurisdiction and the State of Georgia. The

Society is generally subject to examination by the Internal Revenue Service for years after
2011.

12



NOTES TO FINANCIAL STATEMENTS

NOTE 1.

NOTE 2.

NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Significant Accounting Policies (Continued)

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis on the statements of functional expenses. Accordingly, certain costs have been
allocated among the programs and supporting services benefited as required by FASB's Not-

for-Profit presentation and disclosure guidance.

UNCONDITIONAL PROMISES TO GIVE

At June 30, 2014 and 2013, unconditional promises to give consisted of the following:

2014 2013
Unrestricted pledges $ 843,336 $ 1,149,241
Donor-restricted for specific purpose pledges 451,000 455,000
Unconditional promises to give before
discount and allowance for uncollectible pledges 1,294,336 1,604,241
Less unamortized discount 11,844 33,657
Subtotal 1,282,492 1,570,584
Less allowance for uncollectible pledges 98,850 105,000
$ 1,183,642 $ 1,465,584
2014 2013
Amount due in:
Less than one year $ 337,436 $ 703,841
One to five years 956,900 900,400
Total $ 1,294,336 $ 1,604,241

Discount rate used was 2.10 percent as a risk-free interest rate (approximately reflects the 5-year

treasury bill-rate).
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NOTES TO FINANCIAL STATEMENTS

NOTE 3.

NOTE 4.

INVESTMENTS - ENDOWMENT
The following table sets forth by level, within the fair value hierarchy, the Society’s investments-
endowment at fair value as of June 30, 2014:
Level 1 Level 2 Level 3 Total
Money market funds $ 1,191,307 $ $ - $ 1,191,307
Equity securities 4,939,692 - 4,939,692
Fixed income securities 1,909,126 - 1,909,126
Total investments at fair value $ 8,040,125 $ $ - $ 8,040,125
The following table sets forth by level, within the fair value hierarchy, the Society’s investments-
endowment at fair value as of June 30, 2013:
Level 1 Level 2 Level 3 Total
Money market funds $ 702,661 $ $ - $ 702,661
Equity securities 4,426,621 - 4,426,621
Fixed income securities 1,888,001 - 1,888,001
Total investments at fair value $ 7,017,283 $ $ - $ 7,017,283
For the years ending June 30, 2014 and 2013, investment fees related to investment —
endowment and endowment trust fund fees totaled $62,913 and $56,858, respectively.
LAND, BUILDINGS AND EQUIPMENT

Land, buildings and equipment at June 30, 2014 and 2013, consists of the following:

Land
Construction in progress
Buildings and building improvements

Furniture, fixtures and equipment
Research Center acquisitions

Less accumulated depreciation

Life 2014 2013

- $ 855,000 $ 855,000
- 3,230,199 2,188,029
5.50 2,570,876 2,555,723
3-10 187,506 202,263
3-10 107,621 105,447
6,951,202 5,906,462

(2,424,279) (2,441,349)
$ 4526923 $ 3465113

Depreciation expense totaled $47,138 and $50,071 for the year ending June 30, 2014 and 2013,

respectively.
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NOTES TO FINANCIAL STATEMENTS

NOTE 5.

NOTE 6.

NOTE PAYABLE

During the year ended June 30, 2013, the Society entered into a one year secured note to renew
the previous note payable acquired to purchase the Jepson House Education Center building.
The note accrues interest at 2.1%, with interest payments due monthly and one principal balloon
payment due on June 15, 2014. The note is secured by a certificate of deposit that is personally
owned by a board member.

During the year ended June 30, 2014, the Society entered into a two year secured note to renew
the previous note payable acquired to purchase the Jepson House Education Center building.
The notes accrue interest at the prime rate plus 2.0% (5.25% at June 30, 2014), with interest
payments due monthly and one principal balloon payment due on July 1, 2016. The note is
secured by capital campaign pledges restricted for the Jepson House Education Center
renovation project.

At June 30, 2014 and 2013, the balance on the note was $337,604 and $447,605, respectively.

Interest totaling $8,862 and $12,691 was capitalized during the years ended June 30, 2014 and
2013, respectively.

RESTRICTIONS ON NET ASSETS

Temporarily restricted net assets are available for the following purposes:

2014 2013
Jepson House — capital campaign $ 451,200 $ 1,145,000
Research Center 105,168 24,755
Education & Outreach 2,008 -
$ 558,376 $ 1,169,755

Temporarily restricted net assets consist of the following:

2014 2013
Cash and cash equivalents $ 200 $ 675,000
Unconditional promises to give 451,000 470,000
Investments - endowment 107,176 24,755
$ 558,376 $ 1,169,755

Permanently restricted net assets to be held indefinitely to generate earnings available for the
following purposes:

2014 2013
Research Center $ 750,000 $ 750,000
Education & Outreach 25,000 25,000
$ 775,000 $ 775,000
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NOTES TO FINANCIAL STATEMENTS

NOTE 6.

NOTE 7.

NOTE 8.

RESTRICTIONS ON NET ASSETS (Continued)
Permanently restricted net assets consist of the following:

2014 2013

Investments - endowment $ 775,000 $ 775,000

NET ASSETS RELEASED FROM RESTRICTIONS

Net assets were released from donor restrictions during 2014 and 2013 by incurring expenses
satisfying the restricted purpose specified by donees as follows:

Purpose restrictions accomplished:
2014 2013

Jepson House — capital campaign $ 795,000 $ 155,000

ENDOWMENT

Interpretation of Relevant Law

In approving endowment, spending and related policies, as part of the prudent and diligent
discharge of its duties, the Board of Curators of the Society, as authorized by the UPMIFA, has
relied upon the actions, reports, information, advice and counsel taken or provided by its duly
constituted committees and the duly appointed officers of the Society and in doing so has
interpreted the law to require the preservation of the historic dollar value of donor-restricted
endowment funds, absent explicit donor directions to the contrary.

As a result of this interpretation, for accounting and financial statement purposes, the Society
classifies as permanently restricted net assets the historic dollar value of assets held as donor-
restricted endowment, including any subsequent gifts and any accumulations to donor-restricted
endowments made in accordance with the direction of the applicable gift instruments.

The portion of the donor-restricted endowment fund that is not classified as permanently

restricted net assets is classified for accounting and financial statement purposes in accordance
with requirements of the Financial Accounting Standards Board and the law.
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NOTES TO FINANCIAL STATEMENTS

NOTE 8.

ENDOWMENT (Continued)

Funds with Deficiencies

From time to time, the fair value of the assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires the Society to retain
as a fund of perpetual duration. In accordance with GAAP, deficiencies of this nature are
reported in unrestricted net assets. At June 30, 2013, the Society did have deficiencies of $544
due to unfavorable market conditions. At June 30, 2014, the Society did not have any
deficiencies.

Return Objectives and Risk Parameters

The Society has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the historic dollar value of the endowment assets. Endowment assets include those
assets of donor-restricted funds that the organization must hold in perpetuity as well as board-
designated funds. Under this policy, as approved by the Endowment Trust, the endowment
assets are invested in a manner that is intended to produce results that exceed the price and
yield results of benchmark indexes of similar assets classes while assuming a moderate level of
investment risk.

Strategies Employed for Achieving Objectives

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 to
achieve its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Society’s Endowment Trust determines the method to be used to appropriate endowment
funds for expenditure. The Society has a spending policy whereby 5% of its endowment fund’s
prior 3 year rolling fair value average may be distributed for purposes of supporting unrestricted
and temporarily restricted activities.

The Society’s Endowment Trust reviews spending policies annually and approve distributions
they deem to be prudent.
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NOTES TO FINANCIAL STATEMENTS

NOTE 8. ENDOWMENT (Continued)

The Endowment Net Asset Composition by Type of Fund for the year ended June 30, 2014 are:

Endowment Net Asset Composition by Type of Fund
as of June 30, 2014

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ - $ 107,626 $ 775,000 $ 882,626
Endowment trust fund 7,078,482 - - 7,078,482
$ 7,078,482 $ 107,626 $ 775,000 $ 7,961,108

The Changes in Endowment Net Asset for the year ended June 30, 2014 are:

Changes in Endowment Net Asset for the Fiscal Year Ended
June 30, 2014

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,

beginning of year $ 6,217,528 $ 24,755 $ 775,000 $ 7,017,283
Investment return:

Investment income, net of investment fees 110,499 14,181 - 124,680

Realized and unrealized gains below the

permanent corpus balance 544 - - 544

Net appreciation (realized and unrealized) 820,491 105,162 - 925,653
Total investment return 931,534 119,343 - 1,050,877
Contributions 209,017 - - 209,017
Appropriation of endowment assets for

expenditure (279,597) (36,472) - (316,069)
Endowment net assets, end of year $ 7,078,482 $ 107,626 $ 775,000 $ 7,961,108

Description of Amounts Classified as Permanently Restricted Net Assets and
Temporarily Restricted Net Assets (Endowment Only)

Permanently Restricted Net Assets
The portion of perpetual endowment funds that is required
to be retained permanently either by explicit donor stipulations

or by UPMIFA $ 775,000
Total endowment funds classified as permanently
restricted net assets $ 775,000

Temporarily Restricted Net Assets
The portion of perpetual endowment funds subject to a
time restriction under UPMIFA:

Without purpose restrictions $ -
With purpose restrictions 107,626
Total endowment funds classified as temporarily
restricted net assets $ 107,626
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NOTES TO FINANCIAL STATEMENTS

NOTE 8. ENDOWMENT (Continued)

The Endowment Net Asset Composition by Type of Fund for the year ended June 30, 2013 are:

Endowment Net Asset Composition by Type of Fund
as of June 30, 2013

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ (544) $ 24,755 $ 775,000 $ 799,211
Endowment trust fund 6,218,072 - - 6,218,072
$ 6,217,528 $ 24,755 $ 775,000 $ 7,017,283

The Changes in Endowment Net Asset for the year ended June 30, 2013 are:

Changes in Endowment Net Asset for the Fiscal Year Ended
June 30, 2013
Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,
beginning of year $ 5,670,772 $ - $ 775,000 $ 6,445,772

Investment return:

Investment income, net of investment fees 108,347 13,992 - 122,339
Realized and unrealized gains below the
permanent corpus balance 34,805 - - 34,805
Net appreciation (realized and unrealized) 621,659 46,402 - 668,061
Total investment return 764,811 60,394 - 825,205
Contributions 51,700 - - 51,700
Appropriation of endowment assets for
expenditure (269,755) (35,639) - (305,394)
Endowment net assets, end of year $ 6,217,528 $ 24,755 $ 775,000 $ 7,017,283

Description of Amounts Classified as Permanently Restricted Net Assets and
Temporarily Restricted Net Assets (Endowment Only)

Permanently Restricted Net Assets
The portion of perpetual endowment funds that is required
to be retained permanently either by explicit donor stipulations

or by UPMIFA $ 775,000
Total endowment funds classified as permanently
restricted net assets $ 775,000

Temporarily Restricted Net Assets
The portion of perpetual endowment funds subject to a
time restriction under UPMIFA:

Without purpose restrictions $ -
With purpose restrictions 24,755
Total endowment funds classified as temporarily
restricted net assets $ 24,755
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NOTES TO FINANCIAL STATEMENTS

NOTE 9.

NOTE 10.

NOTE 11.

NOTE 12.

GRANTS AND CONTRACT REVENUES

The Society received grant and contract revenues for the years ended June 30, 2014 and 2013
as follows:

2014 2013
GA Department of Economic Development $ 100,000 $ 59,000
National Endowment for the Humanities 16,954 145,651
National  Historical Publications and
Records Commission 35,508 25,580
Various others - 21,667

$ 152,462 § 251,898

RETIREMENT PLAN

The Society sponsors a defined contribution plan and employees are eligible to participate upon
beginning employment with the Society. The plan qualifies as tax exempt under Section 403(b)
of the Internal Revenue Code. In addition, the Society sponsors an Executive 457(b) retirement
plan. Under this plan, a select group of management employees can defer compensation on a
pre-tax basis. Retirement plan expense totaled $49,522 and $48,091 for the years ending June
30, 2014 and 2013, respectively.

LEASES

The Society leases office equipment, video surveillance equipment, and office space under non-
cancelable operating leases with varying terms through January 2015. Rent expense under
these leases was $14,212 and $15,268 for the years ended June 30, 2014 and 2013,
respectively.

Minimum future rental payments under the non-cancelable operating leases having a remaining
term in excess of one year as of June 30, 2014, are:

Year ending June 30,

2015 $ 48,717
2016 13,363
2017 13,363
2018 9,471
2019 8,173
Thereafter 1,403
Total minimum future rental payments $ 94,490
COMMITMENTS

In July 2013, the Society entered into an agreement with a general contractor to renovate the
Jepson House building facility. The estimated remaining construction commitment at June 30,
2014, is approximately $150,683.
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NOTES TO FINANCIAL STATEMENTS

NOTE 13. RELATED PARTY TRANSACTIONS

The Georgia Historical Society’s Endowment Trust was established in 1973 and is administered
by the Society’s Endowment Trust, and is considered a related party due to common board
members. The fund was originated as a means of providing financial security for the Society. A
portion of the investment income generated by this fund is transferred to the operating fund to
assist in paying current expenditures.

NOTE 14. SUBSEQUENT EVENTS

The Society has evaluated subsequent events occurring through January 12, 2015, the date on
which the financial statements were available to be issued.
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