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Phone: (301) 279-2800 BOURNE, PAINTER & BRADLEY P.C. Fax: (301) 424-4063
Certified Public Accountants
416 Hungerford Drive
Suite 219
Rockville, MD 20850

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
National Genealogical Society
Arlington, Virginia

We have audited the accompanying financial statements of National Genealogical
Society (referred to as “the Society”), which comprise the statements of financial position
as of September 30, 2017, and the related statements of activities and changes in net
assets, functional expenses, and cash flows for the year 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on those financial statements based on our
audit. 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of National Genealogical Society as of September 30,
2017, and the changes in its net assets, and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of
America.

Report on Summarized Comparative Information

We have previously audited National Genealogical Society’s September 30, 2016
financial statements, and expressed an unmodified audit opinion on those audited
financial statements in our report dated May 1, 2017. In our opinion, the summarized
comparative information presented herein as of and for the year ended September 30,
2016 is consistent, in all material respects, with the audited financial statements from

which it has been derived. !
@W}QW% 4{ @%}Q,C,

Bourne, Painter & Bradley, P.C.

April 25,2018



NATIONAL GENEALOGICAL SOCIETY
STATEMENTS OF FINANCIAL POSITION
AS OF SEPTEMBER 30, 2017

(WITH COMPARATIVE INFORMATION AS OF SEPTEMBER 30, 2016)

Assets

Cash and cash equivalents
Certificates of deposit

Marketable securities, net
Accounts receivable, net

Inventory, net

Prepaid expenses and other assets
Property and equipment:

Office furniture and equipment:
Property and equipment, at cost
Internal use software

Subtotal
Accumulated depreciation
Property and equipment, net

Total Assets

Liabilities and Net Assets

Liabilities

Accounts payable and accrued expenses
Accrued leave
Deferred revenue:

Membership dues

Conference and other

Subtotal
Total liabilities

Net Assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets

Total Liabilities and Net Assets

See accompanying auditors' report and notes to financial statements.

2017 2016
$ 175283 $ 214,214
811,775 699,908
577,729 566,761
6,045 1,250
31,204 21,096
64,573 72,722
184,505 182,379
14,722 35,108
199,227 217,487
(181,688) (179,707)
17,539 37,780
$1,684,148  $1,613,731
$ 101,057 $ 92,290
16,803 18,889
465,926 467,627
91,910 81,890
557,836 549,517
675,696 660,696
985,638 931,420
22,814 21,615
1,008,452 953,035
$1,684,148  $1,613,731




NATIONAL GENEALOGICAL SOCIETY

STATEMENT OF ACTIVITIES & CHANGE IN NET ASSETS

YEAR ENDED SEPTEMBER 30, 2017

(WITH SUMMARIZED INFORMATION FOR THE YEAR ENDED SEPTEMBER 30, 2016)

2017
Temporarily Permanently

Revenue and Support Unrestricted Restricted Total 2016
Conferences and meetings $ 625647 625,647 $460,723
Educational services 35,820 35,820 52,113
Publication sales and advertising 8,896 8,896 13,633
Membership dues & subscriptions 558,580 558,580 547,168
Research & Special Activities 86,365 86,365 87,805
Bookstore sales 195,795 195,795 93,937
Contributions and donations 8,949 10,139 9,113
Investment income 28,272 28,281 41,256
Other miscellaneous 9,495 9,495 1,520

Total revenue and support 1,557,819 1,559,018 1,307,268

Expense

Program sevices:
Conferences and meetings 519,677 519,677 503,899
Educational services 121,735 121,735 125,196
NGS Quarterly publication 139,696 139,696 141,984
NGS News magazine 86,654 86,654 82,568
Membership programs 107,524 107,524 116,742
Research trips 60,702 60,702 59,150
Bookstore costs 156,481 156,481 94,319
Total program services 1,192,469 1,192,469 1,123,858
Supporting services:
Management and general 311,132 311,132 346,716
Total supporting services 311,132 311,132 346,716
Unrealized loss on investments - - -
Total expense 1,503,601 1,503,601 1,470,674
Change in Net Assets 54,218 55,417 (163,306)
Net assets, beginning of year 931,420 953,035 1,116,341
Net Assets, End of Year $ 985,638 $1,008452 $ 953,035

See accompanying auditors’ report and notes to financial statements.



NATIONAL GENEALOGICAL SOCIETY
STATEMENT OF CASH FLOWS

YEAR ENDED SEPTEMBER 30, 2017
(WITH COMPARATIVE TOTALS)

Cash Provided (Used) by Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided (used) by operating activities:
Depreciation and amortization
Provisions for bad debts expense
Unrealized (gain) loss on marketable securities
Changes in assets and liabilities:
Accounts Receivable
Inventory
Prepaid Expenses and other assets
Accounts Payable and accrued expenses
Accrued leave
Deferred revenue
Total adjustments
Net cash provided (used) by operating activities

Cash Provided (Used) by Investing Activities
investments/redemptions in certificates of deposit, net
Investment in marketable securities, net
Terminated contract for internal software
Purchases of property and equipment

Net cash provided (used) by investing activities

Cash Provided (Used) by Financing Activities
Net cash provided (used) by financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and cash equivalents, beginning of year
Cash and Cash Equivalents, End of Year
Supplemental Cash Flows Information

Cash paid for interest
Cash paid for income taxes

See accompanying auditors' report and notes to financial statements.

2017 2016
$ 55417 $ (163,306)
1,981 1,705
(2,578) (11,576)
(4,795) 13,883
(10,108) 6,763
8,149 (14,006)
8,767 29,223
(2,086) 3,765
8,319 (35,575)
7,649 (5,818)
63,066 (169,124)
(111,867) 201,410
(8,390) (61,543)
20,386 -
(2,126) (35,108)
(101,997) 104,759
(38,931) (64,365)
214,214 278,579
$ 175283 $ 214,214
$ - 8 -
$ — 3 -




NATIONAL GENEALOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2017

(WITH SUMMARIZED INFORMATION FOR THE YEAR ENDED SEPTEMBER
30, 2016)

Note A — Organization & Activities

Organization and Activities: The National Genealogical Society (the Society) was
founded in 1903 with the expressed purpose of promoting genealogical leadership and
education. The Society was incorporated in the Commonwealth of Virginia in January
1992 as a non-stock, nonprofit organization. The Society fulfills its purpose as a resource
for genealogists and family historians by providing educational programs, informative
publications, guided research trips, genealogical resources, and networking opportunities
for members. The Society is managed by its Board of Directors and Executive Director
and has approximately 10,000 members and subscribers.

Note B — Summary of Significant Accounting Policies

Basis of Accounting: The Society prepares its financial statements on the accrual basis of
accounting. Consequently, revenue is recognized when earned and expense when an
obligation is incurred.

Income Tax Status: The Society received a favorable tax determination letter from the
Internal Revenue Service in June 1957 setting forth its tax exemption under Section
501(c)(3) of the Internal Revenue Code (IRC) as a publicly supported organization under
Section 509(a)(1). The Society’s activities are generally exempt from the payment of
income taxes; however, any related business-type activities, such as publication
advertising, are subject to income taxes.

Cash and Cash Equivalents: For financial statement presentation purposes, the Society
considers highly liquid debt instruments with maturities of three months or less, including
money market funds, to be cash equivalents. The Society has had cash balances in excess
of Federal insurance available for such accounts in the past. As of neither September 30,
2017 nor September 30, 2016, were there any cash balances in excess of federally insured
amounts. :

Certificates of Deposit: The Society invests a certain portion of its savings in certificates
of deposit with original maturities of 18-30 months and stated annual interest rates that
range from 1.0 — 1.45 %. The certificates mature at various times during the fiscal years
ending from September 30, 2017 to 2018. As of both September 30, 2017 and September
30, 2016, all certificates of deposit were federally insured.

Marketable Securities: The Society’s marketable securities consist of mutual funds and a
United States Savings Bond that is reported at fair value based upon current published
market prices. The bond which is due to mature in January 2023 has a cost basis of



$5,000 and a face value of $10,000. The fair value as of September 30, 2017 was
$16,680, including an unrealized gain for the fiscal year then ended of $648, which was
included as a component of investment income. The fair value as of September 30, 2016
was $16,032, including an unrealized gain for the fiscal year then ended of $624, which
was included as a component of investment income.

Prepaid Expenses: The Society’s prepaid expenses and other assets consist primarily of
prepaid rent, postage, insurance, publication cost, conference and meeting expenses,
security and other deposits.

Accounts Receivable: The Society’s accounts receivables consist primarily of amounts
due from the publication advertisements and other member services and inventory sales.
Accounts receivable are reported in the accompanying financial statements at their net
realizable value. Periodically, the Society reviews its outstanding receivables for
collection purposes and to evaluate the necessity for an allowance for doubtful accounts.
There was no reserve for bad debts as of September 30, 2017, nor September 30, 2016.
There were $2,852 in bad debts expensed for the fiscal year ended September 30, 2016.
There were no bad debts expensed for the fiscal year ended September 30, 2017.

Inventory: Inventory consists primarily of educational publications, videos, materials, and
promotional items held for resale, which are valued at the lower of cost or market on a
first-in, first-out (FIFO) basis. Inventory is reported net of a reserve for inventory
obsolescence of $8,135 as of September 30, 2016 and of none as of September 30, 2017.

Property and Equipment: The Society capitalizes property and equipment acquisitions at
cost or fair value at time of donation and depreciates these items using the straight-line
method over estimated useful lives that range from 3-10 years.

Application development costs incurred to develop internal-use software are capitalized
and amortized over the expected useful life of the software application. Activities that are
considered application development include design of software configuration and
interfaces, coding, installation of hardware, and testing. All other expenses incurred to
develop internal-use software are expensed as incurred.

Depreciation and amortization expense was $1,981 and $1,705, respectively, for the
fiscal years ended September 30, 2017 and September 30, 2016.

Deferred Revenue: Deferred revenue consists principally of membership dues and
meeting registrations received in advance of the applicable membership period or
corresponding conference or meeting. Membership dues revenue is recognized ratably
over the membership.

Net Assets: The Society classifies its net assets based upon the existence or lack of donor
imposed restrictions. When the Society receives contributions that are restricted by the
donor or limited as to their use and the Society has not met the donor’s restriction by the



end of the fiscal year, then the Society reports these amounts as temporarily restricted or
permanently restricted depending upon the nature of the restriction.

It is the Society’s policy to report any temporarily restricted amounts that are recognized
and released from restriction during the same fiscal year are reported as unrestricted
revenue and support. For the years ended September 30, 2017 and September 30, 2016,
the Society did not report any temporarily restricted net assets. The permanently
restricted net assets pertain to amounts contributed and earnings on the Society’s 2"
Century Endowment Funds.

Contributions and Donations: Contributions and donations are recognized in the period in
which an unconditional promise-to-give is known or when a contribution is received, at
the earliest point the contribution is both determinable and measurable by the Society.
Contributions are recognized as unrestricted, temporarily restricted, or permanently
restricted based upon the existence or lack of donor-imposed restrictions. Any
temporarily restricted amounts released from the donor’s restriction are reported as net
assets released from restriction unless the amount is both recognized and release from
restriction during the same fiscal year at which point the amount is reflected as
unrestricted revenue and support in the statement of activities.

Revenue Recognition: The Society recognizes revenue when earned in accordance with
the accrual basis of accounting. Revenue from conferences and meetings and educational
programs are recognized when the conference or meeting is held. Revenue from regular
member dues is recognized ratably over the membership term, and revenue from life
member dues is recognized with the remaining balance of deferred life dues being
amortized over 15 years each fiscal year. Revenue from inventory sales and other
member services are recognized when goods or services are provided to members and
customers in the ordinary course of the Society’s activities.

Functional Allocation of Expenses: The Society summarizes the cost of providing its
various programs and activities on a functional basis in the accompanying financial
statements. Accordingly, certain expenses were allocated to the program and supporting
services benefited.

Advertising: The Society uses advertising to promote its activities. Advertising costs are
expensed as incurred. Advertising expensed for the years ended September 30, 2017 and
September 30, 2016 was $20,709 and $46,238, respectively.

Corporate Reporting: Not-for-profit organizations frequently present information for the
prior period in total, rather than by net asset class. In our opinion, the information
included for the prior period contains sufficient detail to constitute a fair presentation in
conformity with generally accepted accounting principles. The Permanently Restricted
activity for the fiscal year ended September 30, 2017 was $1,199. The Permanently
Restricted activity for the fiscal year ended September 30, 2016 was $480.




Estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates and any difference could be
significant.

Note C — Concentration of Risk

Financial instruments that subject the Society to concentrations or risk consist of deposits
with bank institutions that exceed the Federal insurance available for such accounts. As
of neither September 30, 2017 nor September 30, 2016, did the Society have any cash,
money market and certificate accounts in excess of Federal insurance amounts. The
amount at risk fluctuates daily. The Society does not anticipate any loss on these
balances.

Note D — Marketable Securities

The Society’s investments are reported at fair value in the accompanying statements of
financial position. The methods used to measure fair value may produce an amount that
may not be indicative of net realizable value or reflective of future 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.

U.S. generally accepted accounting principles establish a framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
markets for identical assets or liabilities (level 1 measurements) and the lowest priority to
unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy
are described below:

Level 1: Quoted market prices in active markets for identical assets or liabilities. An
active market for the assets or liability is a market in which the transaction for the
asset or liability occurs with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level 2: Observable market-based inputs or unobservable inputs that are corroborated
by market data, such as quoted prices for similar assets or liabilities or model-derived
valuations.

Level 3: Unobservable inputs that are not corroborated by market data. These inputs
reflect a company’s own assumptions about the assumptions a market participant
would use in pricing the asset or liability.



The asset or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.

Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs.

The following schedule presents the Society’s investments by level within the fair value
hierarchy as of September 30, 2017 and 2016:

Assets at Fair Value as of September 30, 2016

Level 1 Level 2 Level 3 Total
Government Securities $16,032 - - $16,032
Mutual Funds 550,729 550,729
Certificates of Deposit - 699.908 - 699.908
Total Investments $566,761 699,908 - $1,266,669

Assets at Fair Value as of September 30, 2017

Level 1 Level 2 Level 3 Total
Government Securities $16,680 - - $16,680
Mutual Funds 561,049 561,049
Certificates of Deposit - 811.775 - 811,775
Total Investments $577,729 811,775 - $1,389,504

For the years ended September 30, 2017 and 2016, the Society’s investments
appreciated(depreciated) in value by $2,578 and $11,576 respectively, as follows:

2017 2016

Investments at Fair Value as Determined by
Level 1 Measurements
Cash, Government Securities, $2,578 $11,576
Money Market and Mutual Funds

Investments at Fair Value as Determined by
Level 2 Measurements
Certificates of Deposit - -

Investments at Fair Value as Determined by
Level 3 Measurements
None - -

Net Change in Fair Value $2,578 $11,576

10



The Society’s marketable securities, which consist of mutual funds and a United States
Savings Bond, are reported at fair value with any unrealized gain or loss included as a
component of investment income. The Savings Bond is due to mature in January 2023.
As of September 30, 2017, the Society’s bond had an initial issue price and cost basis of
$5,000 and a fair value based upon published market values of approximately $16,680.
The Society recognized unrealized gains on the bond of $648 and $624 for the fiscal
years ended September 30, 2017 and September 30, 2016, respectively. The Society
recognized unrealized gains (losses) on the mutual funds of $1,930 and $10,952 for the
fiscal years ended September 30, 2017 and September 30, 2016, respectively. The
components of investment income for the fiscal years ended September 30, 2017 and
September 30, 2016, respectively consist of realized interest and dividends of $25,694
and $29,670, in addition to the unrealized gains (losses).

Note E — Personnel Costs

Personnel costs are allocated to the program and supporting services benefited in
accordance with the Society’s policies.

Note F — Operating Lease

The Society moved to new offices in January of 2018. The lease lasts for five years and
nine months. Rent expense incurred by the Society totaled $51,982 and $51,642 for the
fiscal years ended September 30, 2017 and September 30, 2016, respectively. Future
minimum rental payments under the noncancelable operating lease agreements are as
follows for the fiscal year ended September 30:

FYE 9/30/18 $51,247
FYE 9/30/19 52,236
FYE 9/30/20 53,673
FYE 9/30/21 55,149
FYE 9/30/22 56,665

Note G — Permanently Restricted Net Assets

The Society’s permanently restricted net assets consist of amounts contributed to the 2nd
Century Endowment Fund and earnings thereon as stipulated with the contributors. The
Endowment Fund was established with the goal of raising $1,000,000 to ensure the future
viability of the Society and its programs. Funds were contributed to the Endowment Fund
with the understanding that no principal or income will be spent until the endowment
reaches $150,000 at which time 80% of the interest may be spent on programs as
approved by the Board of Directors. After the Endowment reaches $1,000,000, 100% of
the interest may be spent on programs as approved by the Board of Directors. The
Endowment Fund’s balance as of September 30, 2017 and September 30, 2016 was
$22.814 and $21,615, respectively.

11



Note H - Retirement Plan

The Society maintains a 401(k)-retirement plan covering substantially all employees
meeting certain minimum requirements. Eligible employees may make tax-deferred
contributions to the plan and participate in employer contributions. The Society adopted a
safe-harbor matching provision in which the Society makes matching contributions equal
to 50% of the participant’s elective deferrals which do not exceed 6% of the participating
employee’s compensation. Participants are immediately vested in the safe harbor
matching contributions.

The Society made safe harbor matching contributions totaling $10,097 to the plan during
the fiscal year ended September 30, 2017 and $10,543 to the plan during the fiscal year
ended September 30, 2016.

Note I — Contingencies & Commitments

Hotel Contracts: The Society has contracts with hotels and conference centers for future
meetings and conferences. These contracts contain cancellation clauses that require the
Society to pay certain liquidating damages in the event of cancellation. The amount of
damages varies depending upon the date of cancellation, numbers of rooms reserved,
percentage of rooms resold by the hotel, etc. Also, in the event of cancellation, the
Society risks forfeiture of any deposits held by the hotels. The Society obtains
cancellation insurance for its annual conference.

Editorial Contracts: The Society has several contracts with editors for its newsletters and
periodicals. The contracts have varying terms and contain performance and standards of
conduct and other clauses designed to protect the Society’s best interest. In the event of
cancellation of its newsletters or periodicals, the Society may be contractually liable to
the editor for compensation defined in the contract.

Note J — Unrelated Business Income Taxes

The Society obtained a favorable tax determination letter setting forth its exemption
under Section 501(c)(3) of the IRC. However, activities unrelated to the tax exemptions,
such as publication advertising, are subject to income taxes. The Society has accumulated
net operating losses totaling approximately $78,000 as of September 30, 2017 and
$67,000, as of September 30, 2016.

These net operating loss deductions may be carried forward to offset any taxable income
from unrelated business activities through the fiscal year ending September 30, 2037.
Management is currently unable to determine if or when the Society may benefit from the
net operating loss deductions and, therefore, any potential deferred tax asset is fully
reserved by a valuation allowance. The Society recognizes the effect of income tax
positions only if those positions are more likely than not to be sustained. There are no
income tax positions that The Society does not believe would be sustained. No income

12



tax expense was reflected by the Society in the accompanying financial statements for the
fiscal years ended September 30, 2017 or September 30, 2016.

Accounting principles generally accepted in the United States of America require
management to evaluate uncertain tax positions taken by the Society and recognize a tax
liability (or asset) if the Society takes a position that is more likely than not to be
sustained upon examination. Management has concluded that there are no uncertain
positions taken or expected to be taken for the year ended September 30, 2017.

The Society can be subject to routine audits by taxing jurisdictions; however, there are
currently no audits for any tax periods in progress. The Society is not subject to income
tax examinations prior to the year ended September 30, 2013.

Note K — Subsequent Events

The Society has evaluated subsequent events through the date the financial statements
were issued, April 25, 2018.

13



Phone: (301) 279-2800 BOURNE, PAINTER & BRADLE YP.C. Fax: (301) 424-4063
Certified Public Accountants
416 Hungerford Drive
Suite 219
Rockville, MD 20850

Independent Auditors’ Report on Other Supplemental Financial Information

Board of Directors
National Genealogical Society
Arlington, Virginia

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The other supplementary financial information included on page 15
is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audits
of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whol

&W/QM;&’\ X 6/%66’%/0C’

Bourne, Painter & Bradley, P.C.

April 25,2018
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