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Independent Auditors’ Report

We have audited the accompanying statements of financial
position of the American Historical Association as of June

30, 2002 and 2001 and the related statements of activities and
cash flows for the years then ended. These financial statements
are the responsibility of the Association’s management. Our
responsibility is to express an opinion on these financial state-
ments based on our audits.

We conducted our audits in accordance with auditing stan-
dards 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 of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
the management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a rea-
sonable basis for our opinion.

In our opinion, the financial statements referred to above pres-
ent fairly, in all material respects, the financial position of the
American Historical Association as of June 30, 2002 and 2001,
and its changes in net assets and its cash flows for the years then
ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were made for the purpose of forming an opinion
on the basic financial statements of the American Historical
Association taken as a whole. The accompanying supplemental
statements of expenses by program, net assets by classification,
and general operations for the years ended June 30, 2002 and
2001 are presented for the purpose of additional analysis and are
not a required part of the basic financial statements. The infor-
mation for the years ended June 30, 2002 and 2001 has been sub-
jected 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 whole.

McMaster, Ryan & Olsen, PLLC

October 17, 2002
Washington, DC

1. Description of the Organization

The American Historical Association (the Association) is a
District of Columbia non-stock corporation founded in 1884 and
incorporated by Congress in 1889 for the promotion of historical
studies, the collection and preservation of historical manu-
scripts, and the dissemination of historical research.

2. Summary of Significant Accounting
Policies

Basis of Accounting: The financial statements have been pre-
pared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of
America. Accordingly, revenues are recognized when earned
and expenses are recognized when incurred.

Estimates: The preparation of financial statements in conform-
ity with generally accepted accounting principles requires man-
agement to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Cash and Equivalents: The Association considers all highly
liquid investments purchased with an original maturity of three
months or less to be cash equivalents. 

Pledges Receivable: Pledges receivable represents amounts
that have been promised but not yet received. Pledges beyond
one year are discounted to reflect the present value of the
pledge.

Investments: Investments are recorded at market value.
Realized and unrealized gains and losses on investments are
reported on the statement of activities as they occur.

Fixed Assets: Furniture and equipment are reported at cost.
Assets and capital lease purchases are depreciated over a three
to five year estimated life using the straight line method. 

Deferred Revenue: The Association records income for mem-
bership dues, subscriptions and publication advertising which
have been paid in advance as deferred revenue.

Net Assets: Net assets are reported by the Association in
accordance with Financial Accounting Standards Board (FASB)
116 and 117. Accordingly, net assets have been reported using
the following categories.

Unrestricted: Unrestricted net assets represent resources over
which the Council has discretionary control and are used to
carry out operations of the Association in accordance with their
bylaws. The Council’s designated fund, included as part of the
unrestricted net assets, was established to accumulate a reserve
for the Association. 

Temporarily Restricted: Temporarily restricted net assets rep-
resent contributions and grants, which have been restricted by
donors for specific programs or activities. Restrictions, which
have been met by the passage of time or expenditure of net
assets, are reported as revenues released from restrictions on the
statement of activities. For the years ended June 30, 2002 and
2001, the Association received $542,959 and $431,190 in tem-
porarily restricted contributions and grants, respectively.

Permanently Restricted Funds: Permanently restricted net
assets represent contributions that have been restricted by
donors indefinitely. Investment income generated from the prin-

Financial Report 
for the year ended  June 30, 2002



Annual Report of the AHA for 2002 35

cipal of the permanently restricted net assets is used to fulfill
programs and the general operations of the Association. For the
years ended June 30, 2002 and 2001 the Association did not
receive any permanently restricted contributions. 

Gifts and bequests of property: Gifts and bequests of proper-
ty are recorded at the earlier of the date received or when the
bequest is no longer subject to probate and its value can be rea-
sonably estimated. Gifts and bequests are valued at their esti-
mated fair market value on the date they are recorded.

Donated Services and Materials: Contributions of services are
recognized if the services received create or enhance nonfinan-
cial assets or require specialized skills, and are provided by indi-
viduals possessing those skills and would typically need to be
purchased if not provided by donation. Contributed services
and promises to give services that do not meet the above criteria
are not recognized. During 2002 and 2001, the Association did
not receive any donated materials or services.

Income Taxes: The Association is a nonprofit organization,
which is exempt from federal income taxes under the provision
of Section 501 (c) (3) of the Internal Revenue Code. However, the
Association is subject to unrelated business income tax for activ-
ities conducted outside its tax-exempt purpose. The Association
conducted unrelated business activities that resulted in a
Federal income tax liability of $0 and $6,085 and a state income
tax liability of $0 and $4,606 during 2002 and 2001, respectively.

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 sup-
porting services benefited.

4. Retirement Plan

The Association maintains a qualifying defined contribution
retirement plan for qualifying full-time employees under
Internal Revenue Code Section 403(b). The Association con-
tributes up to a maximum of 10 percent of the employee’s total

annual compensation to the plan each year. The contributions
are fully vested and nonforfeitable. For the years ended June 30,
2002 and 2001, contributions to the plan were $74,952 and
$60,549, respectively. There were no contributions due to the
plan at June 30, 2002 and 2001, respectively.

5. Line of Credit

The Association has entered into an agreement for an $180,000
line of credit that expires on October 10, 2002. Interest is charged
at the lender’s prime rate plus .50 percent. The line of credit is
collateralized by approximately $200,000 of U.S. Treasury Bonds
and Notes. There was no balance on the line of credit as of June
30, 2002 and 2001, respectively. Interest expense for the years
ended June 30, 2002 and 2001 was $0 and $0, respectively.

6. Commitments

The Association entered into an agreement with three other
collaborators for the purpose of producing electronic versions of
journals published by the Association and one of the other sign-
ers. The terms of the agreement provide for the Association to
contribute $35,000 each year for the three years beginning
January 2001.

7. Concentration of Risk

The Association maintains cash balances in a financial institu-
tion that is insured by the Federal Deposit Insurance
Corporation for amounts up to $100,000. The Association is
exposed to concentrations of credit risk at times when cash bal-
ances exceed the FDIC limit. The Association has not experi-
enced any losses and believes they are not exposed to significant
risk.

8. Prior Period Adjustment

Errors in recording several transactions in prior years were
discovered during 2001. Accordingly, the following adjustments
were made at the beginning of the year:

Increase in market value of investments $   50,172

Decrease in deferred revenue – grants ( $706,140)
Increase in deferred revenue – life memberships 70,550
Increase in deferred revenue – AHR Cooperative 10,000
Increase in accrued expenses – income taxes      4,550
Net prior period adjustments $ ( 570,868)

The above prior period adjustments increased net assets as fol-
lows:

Increase (Decrease)

Market valuation of investments $   50,172
Temporarily restricted grants 706,140
Deferred revenue – life memberships (  70,550)
Deferred revenue – AHR Cooperative (  10,000)
Accrued expenses – income taxes   (   4,550)
Net prior period adjustments $  671,212

U.S. Treasury 
notes and bonds $436,571 441,169 682,582 687,086

Mutual funds 551,129 538,530 707,030 648,999

Corporate bonds 24,889 25,306 50,389 49,913

Corporate 
securities 1,256,459 2,119,427 1,188,845 2,612,022

Total 2,269,048 3,124,432 2,628,846 3,998,020

June 30, 2002 June 30, 2001

Cost CostMarket Market

The market value of stocks is estimated based on quoted market prices for
those investments. None of the investments are held for trading purposes.

3. Investments

The value of investments  was as follows: 
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ASSETS

Current assets:
Cash and equivalents 1,070,103
Investments 3,124,432
Accounts receivable 68,473 
Grants receivable 6,100 
Interest and dividends receivable 15,818 
Prepaid expenses 47,128 

Total current assets 4,332,054 
Fixed assets:

Land 8,000
Building and improvements 455,802
Furniture and equipment 651,833

1,115,635

Less: accumulated depreciation (675,342)

Net fixed assets 440,293
Other assets
Deposits 1,000

Total assets $4,773,347

LIABILITIES AND NET ASSETS
Current liabilities:

Accounts payable 152,344
Accrued expenses 78,270
Deferred revenue:

Memberships 501,046
Subscriptions~AHR 184,198
Subscriptions~ISP 141,482
Annual Meeting 85,525
AHR Cooperative --
Life memberships~current portion 11,692

Total current liabilities 1,154,557
Life memberships~long term 50,463

Total liabilities 1,205,020
Net assets:

Unrestricted:
Undesignated (407,330)
Designated 2,192,714

Total unrestricted 1,785,384
Temporarily restricted 1,260,823
Permanently restricted 522,120
Total net assets 3,568,327

Total liabilities and net assets $4,773,347

Statement of Financial Position on June 30, 2002

Statement of Activities for the Year Ended June 30, 2002

REVENUE AND SUPPORT
Membership dues $983,371 $- $- $983,371
Annual Conference 562,960 - - 562,960
American Historical Review 481,409 - - 481,409
Publications 589,274 - - 589,274
Grants - 542,959 - 542,959
Contributions 49,582 - - 49,582
Interest and dividends 70,216 26,221 - 91,757
Realized gains 

and losses on investments (1,225) (376) - (1,601)
Unrealized losses  on investments (543,128) (166,565) - (709,693)
Miscellaneous 3,392 - - 3,392
Net assets released from restrictions 675,577 (675,577) - - 

Total revenue and support 2,871,428 (278,018) - 2,593,410
EXPENSES
Programs:

American Historical Review 747,835 - - 747,835
Annual Meeting 403,994 - - 403,994
Membership 283,105 - - 283,105
Publications 670,067 - - 670,067
Grants 671,332 - - 671,332
Special Funds and Prizes 169,085 - - 169,085

Total programs 2,945,418 - - 2,945,418
Support services:

General and Administrative 191,016 - - 191,016
Council 448,740 - - 448,740

Total support services 639,756 - - 639,756
Total expenses 3,585,174 - - 3,585,174

Change in net assets (713,746) (278,018) - (991,764)
Net assets, beginning of year 2,499,130 1,538,841 522,120 4,560,091 
Prior period adjustment -- -- - 671,212 
Net assets, end of year $1,785,384 $1,260,823 $522,120 $3,568,327

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total
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