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VIRGINIA HISTORICAL SOCIETY

Statements of Financial Position
December 31, 2007 and 2006

Assets

Current assets:
Cash and cash equivalents
Accrued interest and dividends
Contributions receivable, current (Note 3)
Grants receivable
Other current assets

Total current assets

Investments (Note 2)

Contributions receivable (Note 3)
Beneficial interest in a trust

Bond issuance costs, net

Property and equipment, net (Note 5)

Total assets

Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued expenses and other liabilities
Current portion of bonds payable (Note 6)
Deferred revenue (Note 8)

Total current liabilities
Bonds payable, less current portion (Note 6)
Total liabilities

Net assets:
Unrestricted
Temporarily restricted (Note 12)
Permanently restricted (Note 13)

Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.
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2007 2006
8,675,973 § 3,924,716
101,180 116,743
1,423,615 3,316,506
396,645 1,595,534
297,269 409,236
10,894,682 9,362,735
58,337,514 55,702,410
3,367,931 4,705,196
416,516 389,461
474,296 501,613
26,974,914 27,920,845
$ 100,465,853 $ 98,582,260
252,099 111,688
871,962 597,654
725,000 320,000
211,683 173,390
2,060,744 1,202,732
15,490,000 16,165,000
17,550,744 17,367,732
40,839,966 38,886,170
12,835,218 13,216,673
29,239,925 29,111,685
82,915,109 81,214,528

$ 100,465,853 $ 98,582,260




VIRGINIA HISTORICAL SOCIETY

Statements of Activities
Year Ended December 31, 2007, with Comparative Totals for 2006

2007 2006
Temporarily Permanently
Unrestricted Restricted Restricted Total Total
Support and revenue:
Membership dues $ 234,291 $ - $ - $ 234,291 $ 245,745
Annual giving 1,100,095 - - 1,100,095 1,070,380
Investment return (Note 2) 6,981,097 358,939 - 7,340,036 6,975,131
Contributions 164,595 600,183 128,240 893,018 4,875,324
Grants 338,556 1,318,095 - 1,656,651 2,233,154
Publications and merchandise sales 377,052 - - 377,052 244,077
Royalties 2,822 - - 2,822 5,208
Rental income (Note 8) 282,420 - - 282,420 277,289
Fees and admissions 225,578 10,455 - 236,033 227,728
Other 3,068 - - 3,068 16,745
Net assets released from restriction 2,669,127 (2,669,127) - - -
Total support and revenue 12,378,701 (381,455) 128,240 12,125,486 16,170,781
Expenditures:
Program services:
Library 2,397,937 - - 2,397,937 2,118,867
Publications/education 1,605,950 - - 1,605,950 1,539,208
Museums/exhibits 3,212,367 - - 3,212,367 3,086,665
Supporting services:
General administration 1,550,924 - - 1,550,924 1,708,847
Fund raising/public relations 1,353,680 - - 1,353,680 1,221,012
Total expenditures 10,120,858 - - 10,120,858 9,674,599
Fair value change of interest rate swaps (304,047) - - (304,047) 39,147
Change in net assets 1,953,796 (381,455) 128,240 1,700,581 6,535,329
Net assets, beginning of year 38,886,170 13,216,673 29,111,685 81,214,528 74,679,199
Net assets, end of year $ 40,839,966 $ 12,835,218 $ 29,239,925 $ 82,915,109 $ 81,214,528

See accompanying notes to financial statements.



VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Summary of Significant Accounting Policies, Continued:

Collection Objects: In conformity with the practice followed by most museums, the
Society’s financial statements exclude the value of the collection objects and library
holdings, and no determination has been made as to the aggregate value of such items.
Purchases of collection items are recorded as decreases in unrestricted net assets or
temporarily restricted net assets if the assets used to purchase collection items are
restricted by the donor. See Note 4 for a description of the collection objects and library
holdings.

Deferred Revenue: Deferred revenue consists of advance payments related to rental
income and state appropriations.

Functional Allocation of Expenses: The costs of providing the various programs and
other activities have been summarized on a functional basis in the statement of
activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

Income Taxes: The Society received a favorable determination letter from the Internal
Revenue Service dated May 16, 1961, stating that it is exempt from income taxes under
Section 501(a) of the Internal Revenue Code as an organization described in Section
501(c)(3).

Contributed Services: The Society receives services from volunteers for support of the
Society’s activities. The value of these services is not clearly measurable and is not
recorded in the financial statements.

Use of Estimates: Management of the Society has made a number of estimates and
assumptions relating to the reporting of assets, liabilities, revenues and expense and
disclosure of contingent assets and liabilities to prepare these financial statements in
conformity with accounting principles generally accepted in the United States. Actual
results could differ from those estimates.



VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Investments:

Investments at December 31, 2007 and 2006 are comprised of the following:

2007 2006
Market Cost Market Cost

Cash equivalents $ 827481 § 825663 $ 4,502,380 $ 4,500,618
U. S. government

obligations 3,492,313 3,464,152 4,169,566 4,197,190
Marketable equity

securities 6,546,305 5,236,127 6,672,124 4,865,480
Mutual funds 42,596,220 32,473,458 35,785,511 29,723,091

Corporate obligations 4,875,195 4,918,185 4,572,829 4,632,632

$ 58,337,514 § 46,917,585 § 55,702,410 $ 47,919,011

Investment return for 2007 and 2006 is as follows:

2007 2006
Interest and dividends $ 1,357,096 $ 1,407,184
Unrealized gains, net 3,636,531 201,243
Realized gains, net 2,346,409 5,366,704
Total $ 7,340,036 $ 6,975,131
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Contributions Receivable:

As of December 31, 2007 and 2006, contributors to the Society have made
unconditional written and oral promises to give that relate to the following purposes:

2007 2006
Unrestricted - split interest agreements $ 962,392 $ 1,029,293
Temporarily restricted:
New wing 2,784,126 5,434,982
Exhibitions 270,406 602,050
Education 282,062 314,948
Split interest agreements 458,588 575,239
Total temporarily restricted 3,795,182 6,927,219
Permanently restricted 33,972 65,190

Total contributions receivable

$ 4791546 § 8,021,702

The Society projects that contributors will remit these contributions as follows:

2007 2006
Year ending December 31:

Less than one year $ 1,423615 $ 3,316,506
One year to five years 1,966,218 3,539,808
Thereafter 3,009,086 3,100,753
Gross contributions receivable 6,398,919 9,957,067

Less discount to present value, discount rates
ranging from 5.15% to 7.2% 1,607,373 1,935,365
$ 4791546 $ 8,021,702

11



VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Contributions Receivable, Continued:

At December 31, 2007, the Society had received conditional promises to give and
indications of intention to give of approximately $13,980,000. In accordance with
accounting principles generally accepted in the United States these conditional promises
to give are not recorded in these financial statements. These potential contributions
consist primarily of bequests and charitable remainder trusts. If received, approximately
$9,820,000 would be included as permanently restricted net assets, approximately
$635,000 would be included as temporarily restricted net assets, and approximately
$3,525,000 would be included as unrestricted net assets.

Collections:

The Society collects manuscripts, books, maps, newspapers, photographs, portraits, and
other works of art, as well as museum artifacts that are related to Virginia and American
history. The Society’s collections are maintained for research, education, and public
exhibition in furtherance of public service rather than for financial gain. Collections are
the most valuable assets of the Society and are protected, kept unencumbered, cared
for, and preserved. As steward for many treasures relating to the state’s and the
nation’s history, the Society maintains meticulous records and is nationally noted for the
depth and detail of its descriptive cataloging for its library holdings.

Intellectual as well as physical control of all collections is maintained by an extensive
paper trail including provenance of origin; accession date; terms of gift or purchase
price, whichever is applicable; physical description and condition report; location; and
conservation record. To more efficiently manage its extensive record keeping, the
Society is embarking upon an automation project, which will convert its records to a
computer format.

In conformity with the American Association of Museum guidelines, collections are
deaccessioned rarely and in close adherence to specific steps, culminating in approval
from either the Society’s director or board of trustees. Proceeds derived from the sale of
any deaccessioned collections are applied to resources restricted to the purchase of
library or museum collections.

The Society does not include either the cost or the value of its collections in the
statements of financial position, nor does it recognize gifts of collection items as
revenues in the statements of activities. Because items acquired for collections by
purchase are not capitalized, the cost of those acquisitions is reported as a decrease in
net assets in the statement of activities.
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Property and Equipment:

A summary of property and equipment at December 31, 2007 and 2006 is as follows:

2007 2006
Land $ 436,301 $ 436,301
Buildings and improvements 29,336,191 29,210,591
Equipment and furnishings 8,025,867 7,955,906
Total 37,798,359 37,602,798
Less accumulated depreciation 10,823,445 9,681,953
Property and equipment, net $ 26,974,914 $ 27,920,845

Bonds Payable:

In 1996, the Society issued $8,045,000 of Museum Facilities Revenues Refunding
Bonds, Series 1996 (“Series 1996”), issued by the Industrial Development Authority of
the City of Richmond, Virginia to refund all outstanding Museum Facilities Revenue
Bonds, Series 1990 (“Series 1990”) bonds which were issued to finance certain costs of
renovating, expanding, and equipping Battle Abbey, the principal facility of the Society.
Upon the issuance of the Series 1996 bonds, the Series 1990 bonds were in-substance
defeased but remained outstanding, secured exclusively by escrowed U.S. Treasury
securities and not by any obligation of the Society.

The Series 1996 bonds were defeased in 2006, by issuance of the Series 2006 bonds.
Total interest expense for the Series 1996 bonds for 2006 was $387,215. For the year
ended December 31, 2006, $93,413 was included as a gain in the fair value of the
interest rate swap in the accompanying statements of activities.

Series 2006

In 2006, the Society entered into an agreement with SunTrust Capital Markets and the
Virginia Small Business Financing Authority to issue $6,625,000 of Variable Rate
Revenue Refunding Bonds, Series 2006 (“Series 2006”). The bonds are secured by an
irrevocable 10-year Letter of Credit Facility which is scheduled to expire on August 1,
2016. The bonds were issued to defease the remaining 1996 bonds outstanding as of
September 2006.
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Bonds Payable, Continued:

The Society entered into a forward interest rate swap agreement in March 2005, which
included a declining notional amount (originally $6,615,000). Under this swap
agreement expiring September 2019, the Society pays SunTrust a fixed rate of 3.529%
and SunTrust pays the Society the variable interest rate of 67% of the 1 month LIBOR.
The change in the fair value of the interest rate swap is recognized as a yield
adjustment. For the years ended December 31, 2007 and 2006, $159,296 and $37,847,
respectively, are included for the loss in the fair value of the interest rate swap in the
accompanying statements of activities. At December 31, 2007 and 2006, $194,932 and
$37,847, respectively, are included in accrued expenses and other liabilities in the
accompanying statements of financial position to reflect the fair value of the interest rate
swap.

The amortization schedule for the Series 2006, with total outstanding of $6,625,000, is
as follows:

Year Principal

2008 $ 725,000
2009 425,000
2010 445,000
2011 465,000
2012 485,000
2013 510,000
2014 535,000
2015 555,000
2016 580,000
2017 605,000
2018 635,000
2019 660,000

Total interest expense for the Series 2006 bonds was $279,797 for 2007 and $81,315
for 2006.
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Bonds Payable, Continued:
Series 2004

In 2004, the Society entered into an agreement with SunTrust Capital Markets and the
Industrial Development Authority of the City of Richmond, Virginia to issue $14,165,000
of Variable Rate Revenue Bonds, Series 2004 (“Series 2004”). The bonds are secured
by an irrevocable 10-year Letter of Credit Facility which is scheduled to expire on July
15, 2014. The bonds were issued for the construction of a new wing at Battle Abbey,
the Society’s principal facility. The Society entered into a loan agreement with the
Industrial Development Authority of the City of Richmond, Virginia whereby the Society
became obligated under the above described Series 2004 Bonds. The trust indenture
places further restrictions on future borrowings and the disposition of certain assets.

The final bond maturity is on July 1, 2034 with the first principal payment due on July 1,
2006 and the final principal payment on July 1, 2034. The amortization schedule for the
2004 series, with total outstanding of $9,590,000, is as follows:

Year Principal Year Principal
2018 $ 5,000 2027 $ 600,000
2019 450,000 2028 625,000
2020 465,000 2029 650,000
2021 485,000 2030 670,000
2022 500,000 2031 695,000
2023 520,000 2032 720,000
2024 540,000 2033 750,000
2025 560,000 2034 775,000
2026 580,000

Total interest expense for the Series 2004 Bonds was $421,872 for 2007 and $385,705
for 2006.
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Bonds Payable, Continued:

The Society entered into a variable-to-fixed interest rate swap transaction on August 2,
2004. The Society’s interest rate swap agreement includes a notional amount of
$12,155,793 that effectively converted a portion of the Society’s variable rate financing
instrument to a fixed rate. Under this swap agreement, expiring in 2010, the Society
pays SunTrust a fixed interest rate of 2.69% and SunTrust pays the Society a variable
interest rate equal to 67% of the 1-month LIBOR. The change in the fair value of the
interest rate swap is recognized as a yield adjustment of the hedged debt obligation in
the same period in which the related interest affects earnings. For the years ended
December 31, 2007 and 2006, $144,751 and $16,419, respectively, are included for the
loss in the fair value of the interest rate swap in the accompanying statements of
activities. At December 31, 2007 $8,733 is included in accrued expenses and other
liabilities and at December 31, 2006 $136,018 is included in other current assets in the
accompanying statement of financial position to reflect the fair value of the interest rate
swap.

Line of Credit:

As of December 31, 2007 and 2006, the Society has a line of credit with a bank with a
maximum available amount of $1,000,000. The line carries interest at the 30-day LIBOR
rate plus 75 basis points (5.77% at December 31, 2007). There were no amounts
outstanding under the line of credit as of December 31, 2007 and 2006, nor were there
any draw-downs during 2007 and 2006. Any borrowings under the line of credit are
secured by the Society’s cash accounts at the bank.

Rental Income:

During 1996, the Society agreed to the terms of an operating lease covering certain
space with the Department of Historic Resources of the Commonwealth of Virginia. The
commencement date of the lease was March 1, 1998. Rent is to be paid annually on
July 1 for the lease term of 20 years. Thus, deferred revenue equal to six months of the
annual payment will be recorded on the statement of financial position at each
December 31. Annual payments will escalate at a rate of 50% of the previous year’s
increase in the Consumer Price Index. Rental income was $282,420 for 2007 and
$277,289 for 2006.
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Defined Contribution 401(k) Retirement Plan:

The Society began a 401(k) retirement plan in 1997. Under the plan, employees who
have attained the age of 21 and have six months of service may elect to contribute up to
100% of their compensation to the Plan. An employee’s contribution is also limited by
Internal Revenue Service regulations. The Society matches 100% of an employee’s
contribution, up to 6% of compensation. Employees are vested in employer
contributions as follows:

Years Vesting
of service percentage
1 33%

2 66%

3 or more 100%

Employees are allowed to borrow from their accounts subject to the provisions of the
plan document. The total expense for 401(k) contributions was $153,079 for 2007 and
$141,092 for 2006.

Executive Retirement Plan — 457(f):

The Society began a 457(f) Nonqualified Executive Retirement Plan (the “Plan”) effective
December 1, 2003. Under the Plan, administrative staff and other highly compensated
employees may participate upon approval of the Board-designated Administrative
Committee, which has discretionary authority to make determinations as to eligibility and
benefits under the Plan. There is no cap on participant deferrals. The participants’
accrued benefits shall be fully vested providing they remain in continuous service with
the Society until they leave under a qualifying event. If participants terminate under a
nonqualifying event they forfeit all accrued benefits. The Society matches 100% of an
employee’s contributions up to 6% of compensation. Employees are vested in employer
contributions as follows:

Years Vesting
of service percentage
1 33%

2 66%

3 or more 100%

On July 31, 2007 the Plan was frozen and contributions were discontinued for all
participants. All benefits will be fully vested and distributed as of the last business day of
2008 or as soon as practicable thereafter, and in all events within the 24 months of the
date of the board resolution, or June 30, 2009. The total expense for the Plan was
$2,262 for 2007 and $23,405 for 2006.
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VIRGINIA HISTORICAL SOCIETY

Notes to Financial Statements, Continued

Executive Retirement Plan — 457(b):

The Society began a 457(b) Nonqualified Executive Retirement Plan (the “Plan”)
effective August 1, 2007. Under the Plan, administrative staff and other highly
compensated employees may participate upon approval of the Board-designated
Administrative Committee, which has discretionary authority to make determinations as
to eligibility and benefits under the Plan. Employee contribution is also limited by
Internal Revenue Service regulations. The Society matches 100% of the employee
contribution up to 6% of compensation. Employees are vested in employer contributions
as follows:

Years Vesting
of service percentage
1 33%
2 66%
3 or more 100%

The total expense for the Plan was $16,229 for 2007.
Temporarily Restricted Net Assets:

Temporarily restricted net assets available were $12,835,218 at December 31, 2007 and
$13,216,673 at December 31, 2006, including:

2007 2006
Time restricted $ 1,558,085 $ 1,936,391
Stated purposes of 1995 general campaign 51,464 196,612
Stated purposes of new wing 10,983,218 10,861,149
Program services 242,451 222,521

Total temporarily restricted net assets $ 12,835,218 $ 13,216,673

Permanently Restricted Net Assets:

Permanently restricted net assets were $29,239,925 at December 31, 2007 and
$29,111,685 at December 31, 2006. These net assets are restricted to investment in
perpetuity, the income from which is expendable to support general or specific purposes
as stipulated by the donor.
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