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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Trustees of
Preservation Virginia
Richmond, Virginia
Report on the Consolidated Financial Statements
We have audited the accompanying consolidated statement of financial position of
Preservation Virginia and subsidiary (collectively, the “Organization”) as of June 30,
2014, and the related consolidated statements of activities and cash flows for the
eighteen-month period then ended, and the related notes to the consolidated
financial statements.
Management's Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with accounting principles generally
accepted in the United States; 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 consolidated financial statements
based on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the consolidated 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 consolidated 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 consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
Certified Public
Accountants & Consultants
nd
4401 Dominion Boulevard, 2 Floor
Glen Allen, VA 23060
T:804.747.0000 F:804.747.3632
www.keitercpa.com

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Preservation Virginia and subsidiary as of June 30, 2014, and the
changes in their net assets and their cash flows for the eighteen-month period then ended in
accordance with accounting principles generally accepted in the United States.
Supplemental Information
Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The statement of financial position of the revolving fund held in trust for the
Commonwealth of Virginia as of June 30, 2014 and the related statement of activities for the
eighteen-month period then ended are presented for purposes of additional analysis and are not a
required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the consolidated financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States. In our opinion, the information is fairly stated in all material
respects in relation to the consolidated financial statements as a whole.
Emphasis of Matter – Change in Fiscal Year End
As discussed in Note 1 to the consolidated financial statements, the Organization’s fiscal year end
changed from December 31 to June 30 of each year effective January 1, 2013. The accompanying
consolidated financial statements report activity for the eighteen-month period ended June 30,
2014.

October 15, 2014
Glen Allen, Virginia

PRESERVATION VIRGINIA
Consolidated Statement of Financial Position
June 30, 2014

Assets
Current assets:
Cash and cash equivalents (Note 3)
Accounts receivable
Contributions receivable (Note 2)
Museum shop inventory, net
Prepaid expenses and other assets
Due from revolving fund held in trust
for the Commonwealth of Virginia
Revolving fund held in trust for the
Commonwealth of Virginia

$

2,922,360
51,004
785
562,344
27,584
14,638
741,990

Total current assets

4,320,705

Investments (Note 3)

11,545,952

Property and equipment:
Property and equipment, net of accumulated
depreciation (Note 5)
Historic properties

7,013,012
3,800,542

Property and equipment, net

10,813,554

Other assets:
Bond issuance costs, net

83,175

Total assets

$

See accompanying notes to consolidated financial statements.
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26,763,386

PRESERVATION VIRGINIA
Consolidated Statement of Financial Position, Continued
June 30, 2014

Liabilities and Net Assets
Current liabilities:
Accounts payable
Accrued expenses
Bond payable (Note 6)
Loan payable (Note 6)
Liability under agency agreement (Note 7)
Annuity liabilities on split-interest agreements (Note 11)
Liability under revolving fund held in trust for the
Commonwealth of Virginia

$

224,104
109,700
2,215,000
67,860
296
18,100
741,990

Total current liabilities

3,377,050

Annuity liabilities on split-interest agreements,
long-term (Note 11)
Loan payable, long-term (Note 6)

98,447
632,140

Total liabilities

4,107,637

Net assets:
Unrestricted
Temporarily restricted (Note 8)
Permanently restricted (Note 9)

14,566,362
5,980,058
2,109,329

Total net assets

22,655,749
$

Total liabilities and net assets

See accompanying notes to consolidated financial statements.
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26,763,386

PRESERVATION VIRGINIA
Consolidated Statement of Activities
Eighteen-Month Period Ended June 30, 2014

Unrestricted
Revenues, gains (losses), and
other support:
Admissions
Museum shop sales
Contributions
Property rentals
Change in value of split-interest
agreements (Note 11)
Interest and dividends
Unrealized gain on investments, net
Realized gain on investments, net
Earned income
Miscellaneous
Total revenues, gains,
and other support
Net assets released from
restriction

$ 1,412,705
1,391,295
2,187,458
103,860
(7,371)
407,676
414,955
1,359,270
289,229
4,861

7,563,938

957,793

Temporarily Permanently
Restricted
Restricted

$

631,947
56,757
656,277
-

1,344,981

(957,793)

See accompanying notes to consolidated financial statements.
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$

11,380
-

Total

$ 1,412,705
1,391,295
2,830,785
103,860

-

(7,371)
464,433
1,071,232
1,359,270
289,229
4,861

11,380

8,920,299

-

-

PRESERVATION VIRGINIA
Consolidated Statement of Activities, Continued
Eighteen-Month Period Ended June 30, 2014

Unrestricted
Expenses:
Program services:
Historic Jamestowne
Programs
Contributions to other
organizations
Other properties

$ 3,888,108
479,296

Temporarily Permanently
Restricted
Restricted

$

-

$

Total

-

$ 3,888,108
479,296

1,573,797
1,553,504

-

-

1,573,797
1,553,504

7,494,705

-

-

7,494,705

636,789
301,313

-

-

636,789
301,313

938,102

-

-

938,102

Total expenses

8,432,807

-

-

8,432,807

Change in net assets

88,924

387,188

11,380

487,492

14,477,438

5,592,870

2,097,949

22,168,257

$ 14,566,362

$ 5,980,058

$ 2,109,329

$ 22,655,749

Total program services
Support services:
Administration
Fundraising
Total support services

Net assets, beginning of period
Net assets, end of period

See accompanying notes to consolidated financial statements.
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PRESERVATION VIRGINIA
Consolidated Statement of Cash Flows
Eighteen-Month Period Ended June 30, 2014

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash from operating activities:
Noncash contributions to other organizations
Depreciation and amortization
Contributions restricted for endowment
Investment income reinvested
Net unrealized and realized gain on investments
Change in value of split-interest agreements
Changes in operating assets and liabilities:
Accounts and contributions receivable
Museum shop inventory
Prepaid expenses
Due from revolving fund held in trust for the
Commonwealth of Virginia
Accounts payable
Accrued expenses
Liability under agency agreement
Net cash used in operating activities
Cash flows from investing activities:
Purchases of property and equipment
Purchases of investments
Proceeds from sale of investments

$

487,492

1,349,249
546,819
(11,380)
(464,433)
(2,430,502)
7,371
441,765
(22,139)
(18,315)
7,080
(96,635)
50,766
(59,726)
(212,588)

(146,577)
(1,320,995)
3,272,958

Net cash provided by investing activities
Cash flows from financing activities:
Payments on bond payable
Proceeds from loan issuance
Contributions restricted for endowment
Payments on split-interest agreements

1,805,386

(330,000)
700,000
11,380
(26,401)

Net cash provided by financing activities
Net change in cash and cash equivalents

354,979
1,947,777

See accompanying notes to consolidated financial statements.
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PRESERVATION VIRGINIA
Consolidated Statement of Cash Flows, Continued
Eighteen-Month Period Ended June 30, 2014

Net change in cash and cash equivalents, brought forward

$ 1,947,777
974,583

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$ 2,922,360

Supplemental disclosure of cash flow information:
Cash paid during the period for interest

$

See accompanying notes to consolidated financial statements.
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78,910

PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements

1.

Nature of Activities and Significant Accounting Policies:
Nature of Activities: The Association for the Preservation of Virginia Antiquities, doing
business as Preservation Virginia, (the “Association”) is a non-profit organization
involved in preserving and restoring historic real and personal property within the
Commonwealth of Virginia (the “Commonwealth”). In re-engineering this century old
organization, resources and attention are being focused in two areas—1) serving as a
statewide resources to local organizations for strategies, best practices and networking
and 2) concentration of five core properties—Historic Jamestowne, Cape Henry
Lighthouse, Bacon’s Castle, Patrick Henry’s Scotchtown and John Marshall House. Part
of this re-engineering involves restructuring the relationship between the statewide
organization and its traditional branch structure. Expanding the participation with all
types of local organizations will help Preservation Virginia be more effective in achieving
its mission and in partnerships across the Commonwealth.
Tucker Brothers Store, LLC (“Tucker Brothers”) was established to own, develop,
redevelop, lease, operate and sell real estate in Charlotte Court House, Virginia. The
Association is the controlling member of Tucker Brothers, whose primary asset is the
building and related improvements commonly known as Tucker Brothers Store.
Basis of Accounting: The accompanying consolidated financial statements have been
prepared on the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States ("GAAP") as determined by the Financial
Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC").
Principles of Consolidation: The consolidated financial statements include the
accounts of the Association and its controlled subsidiary, Tucker Brothers (collectively,
the “Organization”). All significant intercompany accounts and transactions have been
eliminated in consolidation.
Change in Fiscal Year-End: In December 2012, the Board of Trustees of the
Association approved a change in the Association’s fiscal year end from December 31 to
June 30 of each year. This change to the fiscal year reporting cycle became effective on
January 1, 2013.
Branches: The accompanying consolidated financial statements include the net assets
and financial activities of all branches of the Organization, which are fiscally responsible
to the Board of Trustees. In January 2012, the Board of Trustees approved restructuring
the relationship the Association maintains with its branches. The restructuring plan
enables branches to merge with other local organizations, to pursue an independent
501(c)(3) organization status, to become a friends group of the Association, or to
dissolve after combining their assets with the Association.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

1.

Nature of Activities and Significant Accounting Policies, Continued:
Branches, Continued: During the eighteen-month period ended June 30, 2014, a total
of fourteen branches were closed: two branches closed and their net assets, totaling
$139,385, were combined with headquarters and twelve branches were closed and their
net assets were contributed to other organizations as follows:
Cash and cash equivalents
Investments
Property and equipment
Museum shop inventory
Total assets contributed

$

214,320
221,908
1,122,418
15,151

$ 1,573,797

At June 30, 2014, one branch remained with total cash and net assets of $1,844.
Subsequent to June 30, 2014, the Association continued to implement the restructuring
plan and the final branch is in the process of dissolving.
Cash and Cash Equivalents: For the purposes of cash flows, cash equivalents include
two certificates of deposit with original maturities of three months or less.
Museum Shop Inventory: Museum shops are located at various historical properties.
Inventories are stated at the lower of cost or market value, with cost determined on an
average cost basis. Management evaluates inventory levels and expected usage on a
periodic basis and has recorded an inventory reserve of $59,819.
Investments: Investments in equity securities with readily determinable fair values and
all investments in debt securities are measured at fair value with gains and losses
included in operations (see Note 3). Unrealized gains and losses are included in the
statement of activities.
Revolving Fund Held in Trust for the Commonwealth of Virginia: As a result of the
privatization of the Virginia Historic Preservation Trust Fund (the “Revolving Fund”), the
Organization is the trustee and maintains a revolving fund for the purchase, restoration,
and sale of properties. Costs of restoration, as well as costs of ownership while
properties are held, are included in the carrying value of the properties. The properties
are not subject to depreciation. The corresponding asset and liability, for the
Organization’s role as trustee, are shown on the consolidated statement of financial
position. The activities of the revolving fund are not included on the Organization’s
consolidated statement of activities.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

1.

Nature of Activities and Significant Accounting Policies, Continued:
Property and Equipment: Property and equipment are recorded at cost. Depreciation
is recorded using the straight-line method over the estimated useful lives of the
respective assets, generally three to 39 years. The cost of routine maintenance and
repairs is expensed when incurred.
Historic Properties: Historic properties donated to the Organization are recorded at the
fair value established by the donee at the date of the deed of gift. All subsequent
restoration costs are capitalized and added to the cost of the historic property. Historic
properties are not subject to provisions for depreciation. Improvements (such as
modernized mechanical systems) and additions to historic properties are recorded as
building improvements in property and equipment, and are subject to depreciation.
Repairs and maintenance costs related to historic properties are expensed as incurred.
Permanently restricted properties are such that any sales proceeds are restricted by the
donor to the repurchase of similar property or the preservation, restoration and
improvement of existing properties.
Collections, Furnishings, and Artifacts: The Organization does not capitalize
collection items. However, the Organization has a policy whereby any de-accessioning
proceeds may only be spent on the acquisition of collection items. The collection is
insured by an all-risk fine arts policy for an approximate value of $3,500,000.
Bond Issuance Costs: Bond issuance costs are amortized over the period from the
year of issuance to the original stated maturity date using the straight-line method, which
approximates the interest method. Amortization expense was $12,477 during the
eighteen-month period ended June 30, 2014. Subsequent to year end, the bond was
paid in full and the associated bond issuance costs were charged to amortization
expense.
Financial Statement Presentation:
thereto are classified as follows:

Net assets of the Organization and changes

Unrestricted net assets are net assets that are not subject to donor-imposed
stipulations.
Temporarily restricted net assets are net assets subject to donor-imposed
stipulations that may or will be met, either by actions of the Organization and/or
the passage of time. When a restriction expires, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the consolidated
statement of activities as net assets released from restrictions.
Permanently restricted net assets are subject to donor-imposed stipulations that
they be maintained permanently by the Organization to use all or part of the
income earned on any related investments for general or specific purposes.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

1.

Nature of Activities and Significant Accounting Policies, Continued:
Contributions: All contributions are considered to be available for unrestricted use
unless specifically restricted by the donor. Contributions are recorded once an
unconditional promise to give has been received by the Organization. Amounts received
that are designated for future periods or restricted by the donor for specific purposes are
reported as temporarily restricted support, which increases that net asset class. When a
donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released
from restrictions. Amounts received that are restricted for perpetuity are reported as
permanently restricted support, which increases that net asset class. The donor can
permanently restrict endowment contributions.
Gifts of property and equipment are reported as unrestricted support, unless donor
stipulations specify how the donated assets must be used, and are recorded at fair
value. Contributions of donated services that create or enhance non-financial assets or
that require specialized skills, are provided by individuals possessing those skills, and
would typically need to be purchased if not provided by donation, are recorded at their
fair market value in the period received.
The Organization receives a significant amount of contributed services from unpaid
volunteers who assist the Organization on many projects. No amounts have been
recognized in the statement of activities because the criteria for accounting recognition
have not been satisfied.
Beneficial Interest in Assets Held in Trust: The Organization receives contributions
in which it is the trustee of the irrevocable trusts. For the charitable gift annuities and
charitable unitrusts, the assets are recorded at fair value on the date of gift and a liability
is recorded equal to the amount of the expected future distributions. The difference
between the assets received and the liability recorded is the amount of contributions
revenue recognized. These values are re-evaluated annually using appropriate discount
rates and actuarial assumptions.
The Organization has been named as the beneficiary in several trusts in which the
Organization is not the trustee. When the Organization is notified of the existence of the
trust, asset and contribution revenue are recorded at the fair market value of the
contributed assets. In some cases, the Organization has been unable to obtain certain
information from the trustee in order to reasonably estimate the present value of the
accounts. Should the Organization obtain such information, the present value of the
accounts will be recognized in the consolidated financial statements.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

1.

Nature of Activities and Significant Accounting Policies, Continued:
Estimates: The preparation of consolidated financial statements in conformity with
accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of public support and revenue, and expenses
during the reported period. Actual results could differ from those estimates.
Concentration of Credit Risks: Financial instruments that potentially subject the
Organization to concentrations of credit risk consist principally of cash, investments, and
contributions receivable. The Organization maintains its cash in several financial
institutions. Average amounts on deposit in these institutions occasionally exceed
insured limits. The Organization has not experienced any losses in such amounts and
believes it is not exposed to any significant credit risk on cash and temporary cash
investments.
The Organization invests in a professionally-managed portfolio that contains common
stocks and bonds of publicly-traded companies, U.S. obligations, mutual funds,
certificates of deposit, trusts, and money market funds. Such investments are exposed
to various risks such as interest rate, market and credit. Due to the level of risk
associated with such investments and the uncertainly related to changes in the value of
such investments, it is at least reasonably possible that changes in the near term would
materially affect investment balances and the amounts reported in the consolidated
financial statements.
Contributions receivable are from individuals, corporations and foundations located
primarily in the central Virginia area. The Organization believes their credit risk related
to these receivables is limited due to the nature of their donors.
Earned Revenue: The Organization generates its revenues from its historic properties
through admissions, membership dues, rentals and museum shop sales. Program fees
are recognized as revenue when earned. Membership revenue is recognized ratably
during the applicable membership period.
Income Taxes: The Organization is a not-for-profit corporation exempt from income
taxes under Section 501(c)(3) of the Internal Revenue Code.
Management has evaluated the effect of guidance surrounding uncertain income tax
positions and concluded that the Organization has no significant financial statement
exposure to uncertain income tax positions at June 30, 2014.
The Organization's
informational returns (Form 990) for years since 2011 remain open for examination by
tax authorities. The Organization is not currently under audit by any tax jurisdiction.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

2.

Contributions Receivable:
Contributions receivable at June 30, 2014 are to be used for general operations. All
pledges are scheduled to be paid during fiscal year 2015.

3.

Cash and Investments:
As of June 30, 2014, the composition of cash and cash equivalents were as follows:
Checking accounts
Certificates of deposit

$ 2,906,720
15,640
$ 2,922,360

As of June 30, 2014, the cost of investments and their fair values were as follows:

Cost
Money market funds
Corporate bonds
Mutual funds
Equities

$

611,694
617,262
810,183
7,915,893

$ 9,955,032

14

Fair Value
$

611,694
629,724
844,302
9,460,232

$ 11,545,952

Unrealized
Gain, Net
$

12,462
34,119
1,544,339

$ 1,590,920

PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

4.

Fair Value Measurements:
The FASB has issued guidance for measurement and disclosure of fair value and
establishes a three-tier fair value hierarchy, which prioritizes the inputs used in
measuring fair value as follows:
Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Organization has
the ability to access.
Level 2 Quoted prices for similar instruments in active and inactive markets; and
model driven valuations with significant inputs and drivers derived from
observable active markets.
Level 3 Inputs to the valuation methodology are unobservable for the instrument
and significant to the fair value measurement.
Valuation techniques used should maximize the use of observable inputs and minimize
the use of unobservable inputs. The following is a description of the valuation
methodologies used for investments carried or disclosed at fair value:
Money market funds: Valued at the realizable cash value equivalent to the specific sum
of money held by the Organization at year end.
Corporate bonds: Valued at original cost adjusted for any premium or coupon.
Mutual funds: Valued at the net asset value (“NAV”) of shares held by the Organization
at year end.
Equities: Valued at the closing price reported on the active market on which the
individual securities are traded.
Contributions receivable: Valued at the sum of future contributions adjusted to the
present value using an observable discount rate.
Annuity liabilities on split-interest agreements: Valued at present value of the future
payment obligations under the annuity agreement.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

4.

Fair Value Measurements, Continued:
Assets and liabilities measured at fair value on a recurring basis at June 30, 2014,
include the following:

Fair Value Using
Level 2

Level 1
Assets:
Investments:
Money market funds
Corporate bonds
Mutual funds
Equities:
Energy
Consumer staples
Financials
Healthcare
Consumer
discretionary
Utilities
Industrials
Information
technology
Other

$

611,694
844,302

$

Contributions
receivable

$

-

$

611,694
629,724
844,302

1,252,921
1,099,648
2,900,888
855,437

-

-

1,252,921
1,099,648
2,900,888
855,437

634,949
134,250
436,518

-

-

634,949
134,250
436,518

-

841,132
1,304,489
11,545,952

841,132
1,304,489
10,916,228

Total investments

629,724
-

Level 3

Assets/
liabilities at
Fair Value

629,724

-

-

785

785

Total assets

$ 10,916,228

$

629,724

$

785

$ 11,546,737

Liabilities:
Annuity liabilities on
split-interest
agreements

$

$

116,547

$

-

$

-

16

116,547

PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

4.

Fair Value Measurements, Continued:
The following table provides a reconciliation between the beginning and ending balances
of assets measured at fair value on a recurring basis in the table above that used
significant unobservable inputs (Level 3):
Year Ended
June 30:
2015
2016
2021

Corporate
Bonds
$ 518,799
83,050
27,875
$

629,724

The Organization’s investments in corporate bonds are subject to restrictions on the
frequency of redemptions without penalty. At June 30, 2014, the redemption periods
and related amounts were as follows:

Balance, December 31, 2012
New pledges
Payments
Bad debt write off

Contributions
Receivable
$ 352,887
84,430
(434,532)
(2,000)

Balance, June 30, 2014

$

The Organization has no unfunded commitments at June 30, 2014.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

5.

Property and Equipment:
Property and equipment at June 30, 2014 consisted of:
Buildings and improvements
Furniture and equipment
Vehicles

$ 8,481,301
632,329
31,574
9,145,204
2,132,192

Less accumulated depreciation

$ 7,013,012

The Organization recorded depreciation expense of $534,342 during the eighteen-month
period ended June 30, 2014.
6.

Bond and Loan Payable:
In 2004, the Organization entered into an agreement with Wells Fargo Bank (the “Bank”)
and the Economic Development Authority of James City County, Virginia (the “Issuer”) to
issue $6,000,000 of Variable Rate Demand Revenue Bonds, Series 2004 (“Series 2004
Bonds”). The Series 2004 Bonds are secured by an annually renewable Letter of Credit
Facility (the “Facility”) from Wells Fargo Bank that expires on November 17, 2014. The
expiration date may be extended from time to time by agreement between the Bank and
the Issuer. The new expiration date may itself be extended in a like manner for
additional periods. The Bank has no obligation to agree to any extension, and all terms
of any such other extension shall be mutually acceptable to the Bank and the Issuer. If
the Bank and the Issuer agree to any such extension, the Bank shall provide the trustee
with a written extension of the Facility, with a copy to the Issuer. The Series 2004 Bonds
bear a variable interest rate, which was .02% as of June 30, 2014. The Series 2004
Bonds were issued for the (1) construction, equipping and development of a 7,500
square foot building to be called the “Archaearium,” (2) the renovation, equipping and
development of an existing building known as the “Dale House,” and (3) the acquisition,
construction and equipping of mobile units for exhibit space and other improvements at
Historic Jamestowne.
The Organization entered into a loan agreement with the Economic Development
Authority of James City County, Virginia whereby the Organization became obligated
under the above-described Series 2004 Bonds. The trust indenture places further
restrictions on future borrowings and the disposition of certain assets. In addition, under
the trust indenture, the Organization is required to make monthly deposits with the
trustee for payment of the Series 2004 Bonds’ principal and interest as they come due.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

6.

Bond and Loan Payable, Continued:
The final bond maturity is on November 1, 2024, with the first principal payment paid on
November 1, 2006 and the final principal payment due on November 1, 2024. On July 1,
2014, the Organization repaid the Series 2004 bonds amounting to $2,215,000 using the
proceeds received from a term loan and proceeds from the sale of investments. The
cash required to repay the bonds is included in cash and cash equivalents on the
accompanying consolidated statement of financial position at June 30, 2014.
On May 21, 2014, the Organization entered into a term loan agreement with the bank for
$700,000. The term loan bears interest at a fixed rate of 3.15% and payments of
$27,955 are due quarterly beginning on October 1, 2014.
Scheduled maturities of the loan payable at June 30, 2014 are as follows:
Year Ended
June 30:
2015
2016
2017
2018
2019
Thereafter

Amount
$
67,860
93,000
95,965
99,024
102,180
241,971
$

700,000

Interest expense and fees on the bond amounted to $78,910 during the eighteen-month
period ended June 30, 2014.
7.

Liability under Agency Agreement:
The Organization has an agency agreement with the National Park Service (“NPS”) to
cooperatively manage and operate the historical park, Historic Jamestowne.
Preservation Virginia has received funds from or on behalf of NPS to implement capital
and operating improvements at the park. The funds will be expended on behalf of NPS
to sustain the ongoing mission of preserving Jamestowne, to enhance national and
international educational programs relating to Jamestowne, Virginia and to improve
infrastructure and archaeological research activities relating to Jamestown, Virginia.
Funds available for these purposes were $296 at June 30, 2014.
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PRESERVATION VIRGINIA
Notes to Consolidated Financial Statements, Continued

8.

Temporarily Restricted Net Assets:
Temporarily restricted net assets are available for the following purposes as of June 30,
2014:

Historic properties
Maple Roads Fund
John Marshall House
Collections Acquisitions
Murphy Fund
Sea Wall Fund
Anonymous donor
Other

Cash and Contributions Property and
Investments Receivable Other Assets
Total
$
$
$ 3,905,449 $ 3,905,449
49,406
49,406
8,642
8,642
335,742
16,092
351,834
276,035
276,035
93,392
93,392
58,713
58,713
1,235,802
785
1,236,587
$ 2,057,732

$

785

$ 3,921,541

$ 5,980,058

Other temporarily restricted funds consist of net assets held for subsequent years’
activities or for a specific purpose.
9.

Permanently Restricted Net Assets:
Permanently restricted net assets were restricted to investment in perpetuity, income
from which is expendable for general support or restricted to a particular use (see Note
14). The permanently restricted net assets were as follows at June 30, 2014:
Cash and cash equivalents:
Hopkins Bros.
General Statewide endowment
Beville endowment for Bacon's Castle
Bacon's Castle Garden endowment
Historic Jamestowne endowment
Property:
Historic property - Hollybrook

$

50,000
14,411
10,000
75,658
1,617,130
342,130

$ 2,109,329
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10.

Commitments and Contingencies:
The Organization leases office and equipment under non-cancelable operating leases.
As of June 30, 2014, future equipment lease payments are:
Year Ended
June 30:
2015
2016

Amount
$
4,798
2,840
$

7,638

Rent expense was $12,199 for the eighteen-month period ended June 30, 2014.
The Organization has an independent contractor agreement with The Colonial
Williamsburg Foundation (the “Foundation”); whereas, the Foundation operates Historic
Jamestowne for a minimum guaranteed annual fee of approximately $100,000 through
December 31, 2014.
11.

Irrevocable Split-Interest Agreements:
The Organization is the trustee for three charitable gift annuity agreements with donors.
Under the gift annuity agreements, the Organization pays a benefit to the beneficiaries
throughout their lives based on a fixed amount defined in the gift annuity agreement.
The present value of the annuity obligation is recorded as a liability on the consolidated
statement of financial position. The fair market value of the gift annuities is included in
investments in the consolidated statement of financial position. Changes in the value of
the annuity obligation are recorded on the consolidated statement of activities.
The present value of the future payments to the annuity beneficiaries is based on
expected life span, actuarial factors derived from IRS Publication 1458, and a discount
rate of 2.2% as of June 30, 2014, per Internal Revenue Code Section 7520(a).

12.

Pension Plan:
The Organization established a 403(b) retirement plan in 1990. The Organization
temporarily suspended the employer match in 2010 and there were no employer
contributions to the plan during the eighteen-month period ended June 30, 2014.
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13.

Indemnification:
The Organization has certain obligations to indemnify its current and former officers and
trustees for certain events or occurrences while the officer or trustee is, or was serving,
at the Organization’s request in such capacities. The maximum liability under these
obligations is limited by the Code of Virginia. The Organization’s insurance policies
serve to limit its exposure. The Organization believes that the estimated fair value of
these indemnification obligations is minimal.

14.

Endowment Funds:
The Organization’s endowment consists of seven individual funds and one property
established for a variety of purposes. The endowment funds include both donor
restricted endowment funds and funds designated by the Board of Directors to function
as endowments. As required by accounting principles generally accepted in the United
States (“GAAP”), net assets associated with endowment funds, including funds
designated by the Board of Directors to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions.
The Board of Trustees of the Organization has interpreted Uniform Prudent
Management of Institutional Funds Act (“UPMIFA”) as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds
absent explicit donor stipulations to the contrary. As a result of this interpretation, the
Organization classifies as permanently restricted net assets (a) the original value of gifts
donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (c) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by
the Organization in a manner consistent with the standard of prudence prescribed by
UPMIFA. In accordance with UPMIFA, the Organization considers the following factors
in making a determination to appropriate or accumulate donor-restricted endowment
funds:








The duration and preservation of the fund
The purposes of the organization and the donor-restricted endowment fund
General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the organization
The investment policies of the organization
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14.

Endowment Funds, Continued:
Endowment Investing and Spending Policies: The Organization 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 purchasing power of the endowment assets. Under this policy, as
approved by the Board of Trustees, the endowment funds are invested in a manner that
is intended to produce stated investment results while assuming a moderate level of
investment risk. The Organization’s spending and investment policies work together to
achieve this objective. The investment policy establishes an achievable return objective
return through diversification of asset classes. The current long-term return objective is
to earn a total investment return in excess of inflation over five-year periods.
Additionally, the overall returns should be comparable to other professionally managed
endowments with diversified endowments and similar objectives. Actual returns in any
given year may vary from this amount.
To satisfy its long-term rate of return objectives, the Organization 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 Organization
targets a diversified asset allocation of equity securities, fixed-income securities, and
short-term investments to achieve its long-term return objectives within prudent risk
parameters. The spending policy calculates the amount of money annually distributed
from the Organization’s various endowed funds for support. The current spending policy
is to distribute an amount up to 5% of a moving three-year average. This is consistent
with the Organization’s objective to maintain the purchasing power of endowment assets
as well as to provide additional real growth through new gifts and investment return.
Funds with Deficits: From time to time, the fair value of assets associated with
individual donor-restricted endowment funds may fall below the level that the donor or
UPMIFA requires the Organization to retain as a fund of perpetual duration. There were
no funds with deficits as of June 30, 2014.
Endowment net asset composition by type of fund was as follows as of June 30, 2014:
Temporarily Permanently
Unrestricted Restricted Restricted
Donor-restricted
endowment funds

$

-

23

$ 888,151

$2,109,329

Total

$ 2,997,480
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14.

Endowment Funds, Continued:
Changes in endowment net assets were as follows for the eighteen-month period ended
June 30, 2014:
Temporarily Permanently
Unrestricted Restricted Restricted

Net assets, beginning of period

$

Investment return:
Investment income
Unrealized and realized gain
on investments, net
Total investment return
New gifts
Appropriation of endowment
assets for expenditure
Net assets, end of period

15.

-

$ 231,874

-

94,303

-

94,303

-

706,739
801,042

-

706,739
801,042

11,380

11,380

$

-

(144,765)
$ 888,151

$2,097,949

Total

$2,109,329

$ 2,329,823

(144,765)
$ 2,997,480

Subsequent Events:
Management has evaluated subsequent events for potential recognition and/or other
disclosure through October 15, 2014, the date the consolidated financial statements
were available to be issued, and has determined there are no subsequent events to be
reported in the accompanying consolidated financial statements, other than those
reported in Notes 1 and 6.
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PRESERVATION VIRGINIA
Statement of Financial Position for the Revolving Fund
June 30, 2014

Assets
Cash and cash equivalents
Investments
Note receivable
Total assets

$

263,698
347,989
130,303

$

741,990

$

14,638

Liabilities and Net Assets
Due to Preservation Virginia
Total liabilities

14,638

Temporarily restricted net assets

727,352
$

Total liabilities and net assets

See report of independent accountants.
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741,990

PRESERVATION VIRGINIA
Statement of Activities for the Revolving Fund
Eighteen-Month Period Ended June 30, 2014

Revenues, gains (losses) and other support:
Interest and dividends
Unrealized gain on investments
Other investment loss

$

Total revenues, gains, and other support

16,902
21,856
(1,151)
37,607

Expenses:
Loss on sale of historic properties held for resale
Insurance
Utilities
Maintenance and restoration
Legal fees

68,630
1,522
4,291
865
8,049
83,357

Total expenses
Change in net assets

(45,750)

Net assets, beginning of period

773,102
$

Net assets, end of period

See report of independent accountants.
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