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INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Wenham Historical Association & Museum, Inc.
Wenham, Massachusetts

We have audited the accompanying financial statements of Wenham Historical Association & Museum, Inc. (a
nonprofit organization), which comprise the statement of financial position as of June 30, 2023, and the related
statements of activities, functional expenses and cash flows for the year then ended, and the related notes to the
financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Wenham Historical Association & Museum, Inc. as of June 30, 2023, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Wenham Historical Association &
Museum, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Prior Period Financial Statements

The 2022 financial statements were reviewed by us, and our report thereon, dated March 28, 2024 stated we were
not aware of any material modifications that should be made to those statements for them to be in accordance with
accounting principles generally accepted in the United States of America. However, a review is substantially less in
scope than an audit and does not provide a basis for the expression of an opinion on the financial statements as a
whole.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Wenham Historical Association & Museum, Inc.'s
ability to continue as a going concern within one year after the date that the financial statements are available to be
issued.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelithood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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
Wenham Historical Association & Museum, Inc.'s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Wenham Historical Association & Museum, Inc.'s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit.

Revocation of 501(c)(3) Status

As discussed in Note 1 to the financial statements, during the year ended June 30, 2023, the Museum received notice
from the IRS that their 501(c)(3) status was automatically revoked on November 15, 2022, due to not filing their
Form 990 for three consecutive years. Subsequent to June 30, 2023, the Museum received notice from the IRS that
their 501(c)(3) status was retroactively reinstated to the date of revocation. Our opinion is not modified with respect
to this matter.

Wakefield, Massachusetts
February 22, 2025



WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2023 AND 2022

ASSETS

CURRENT ASSETS:
Cash $
Accounts receivable
Bequest receivable
Grants receivable
Pledges receivable, net
Investments
Inventories
Prepaid expenses and other current assets

PROPERTY, PLANT AND EQUIPMENT, NET
TOTAL ASSETS $

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Line of credit $
Accounts payable and accrued expenses
Deferred revenue

Total current liabilities

NET ASSETS:
Without donor restrictions:
Undesignated
Invested in property and equipment
Designated by Board

With donor restrictions

Total net assets

TOTAL LIABILITIES AND NET ASSETS $

See Independent Auditor’s Report and Notes to Financial Statements.
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2023 2022
(Audited) (Reviewed)
378,058 131,849
2,450 3,142
190,846 -
92,655 -
37,627 -
891,153 567,526
33,576 19,544
5,428 6,484
1,631,793 728,545
580,805 641,933
2,212,598 1,370,478
- 39,000
81,277 55,740
95,575 31,076
176,852 125,816
(63,731) (58,997)
580,805 641,933
754,731 239,406
1,271,805 822,342
763,941 422,320
2,035,746 1,244,662
2,212,598 1,370,478




WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2023 AND 2022

June 30, 2023 June 30, 2022
(Audited) (Reviewed)
Net Assets Net Assets Net Assets Net Assets
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
REVENUE AND SUPPORT:
Contributions $ 800,425 382,318 § 1,182,743 155,142  $ 19,741 $ 174,883
Special events 76,000 76,000 17,430 17,430
Membership fees 63,324 63,324 52,378 52,378
Admissions and program fees 136,239 136,239 94,465 94,465
Shop sales 81,647 81,647 64,474 64,474
Rental income 20,435 20,435 12,003 12,003
Contributed materials and services 6,600 6,600 5,600 5,600
Interest and dividend income 8,584 7,686 16,270 5,781 7,346 13,127
Net realized and unrealized gains (losses)
on investments 27,012 16,542 43,554 (38,221) (55,535) (93,756)
Gain on extinguishment of debt - - 56,870 56,870
Other income 1,432 1,432 1,283 1,283
Net assets released from restrictions and
appropriation of cumulative gains 64,925 (64,925) - 56,439 (56,439) -
Total revenue and support 1,286,623 341,621 1,628,244 483,644 (84,887) 398,757
EXPENSES:
Program 623,547 623,547 490,090 490,090
Management and general 92,742 92,742 80,477 80,477
Fundraising 120,871 120,871 77,452 77,452
Total expenses 837,160 - 837,160 648,019 - 648,019
INCREASE (DECREASE) IN NET ASSETS 449,463 341,621 791,084 (164,375) (84,887) (249,262)
NET ASSETS, BEGINNING OF YEAR 822,342 422,320 1,244,662 986,717 507,207 1,493,924
NET ASSETS, END OF YEAR $ 1,271,805 763,941 § 2,035,746 822,342 § 422320 $ 1,244,662

See Independent Auditor’s Report and Notes to Financial Statements.



WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED JUNE 30, 2023 AND 2022

YEAR ENDED JUNE 30, 2023 YEAR ENDED JUNE 30, 2022
(Audited) (Reviewed)
Management Management
Program and General Fundraising Total Program and General Fundraising Total
Salaries and wages $ 207,361 § 32,058 $ 39,349 $ 278,768 $ 146,721 § 28,080 $ 36,445 $ 211,246
Repairs and maintenance 67,914 3,773 3,773 75,460 37,488 2,083 2,083 41,654
Collection, exhibit and program expenses 69,860 - - 69,860 53,889 - - 53,889
Depreciation 62,468 3,470 3,470 69,408 62,978 3,499 3,499 69,976
Fundraisers - - 61,867 61,867 - - 24,149 24,149
Shop costs of goods sold 45,037 - - 45,037 40,658 - - 40,658
Marketing 34,600 - - 34,600 18,942 - - 18,942
Professional fees - 33,307 - 33,307 - 31,600 - 31,600
Occupancy 28,212 1,567 1,567 31,346 30,790 1,711 1,711 34,212
Insurance 24,271 1,349 1,349 26,969 20,037 1,113 1,113 22,263
Payroll taxes 17,335 2,680 3,289 23,304 12,303 2,354 3,056 17,713
Casual labor 20,403 2,267 - 22,670 24,390 1,284 - 25,674
Office expense 15,352 1,919 1,919 19,190 14,011 1,751 1,751 17,513
Bank charges 13,467 5,307 - 18,774 8,764 4,168 - 12,932
Miscellaneous 6,111 1,019 4,288 11,418 5,195 865 3,645 9,705
Equestrian histories 7,867 - - 7,867 11,416 - - 11,416
Interest - 4,026 - 4,026 - 1,969 - 1,969
Dues and fees 3,289 - - 3,289 2,508 - - 2,508
Total expenses $ 623,547 § 92,742 $ 120,871 § 837,160 $ 490,090 $ 80,477 $ 77,452 $ 648,019

See Independent Auditor’s Report and Notes to Financial Statements.



WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2023 AND 2022

INCREASE (DECREASE) IN CASH

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from contributions and special events
Cash received from membership fees
Cash received from admissions and program fees
Cash received from shop sales
Cash received from rental income
Interest and dividends received
Other cash receipts
Cash payments for salaries, benefits and payroll taxes
Cash payments to vendors
Interest paid

Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of investments
Purchases of investments
Purchases of property, plant and equipment

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of line of credit

Net cash used in financing activities
NET INCREASE (DECREASE) IN CASH
CASH, BEGINNING OF YEAR

CASH, END OF YEAR

See Independent Auditor’s Report and Notes to Financial Statements.
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2023 2022
(Audited) (Reviewed)
778,448 $ 221,434
72,729 59,620
192,025 92,059
81,647 64,474
20,435 12,003
16,270 13,127
1,432 1,283
(291,054) (227,187)
(453,510) (327,394)
(4,026) (1,969)
414,396 (92,550)
527,888 34,331
(648,794) (19,816)
(8,281) -
(129,187) 14,515
(39,000) -
(39,000) -
246,209 (78,035)
131,849 209,884
378,058 $ 131,849




WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 1 - Summary of Significant Accounting Policies

Organization - The Wenham Historical Association & Museum, Inc. d/b/a Wenham Museum is a donor and visitor
supported nonprofit institution located in Wenham, Massachusetts. The museum was created in 1922 under the
auspices of the Wenham Village Improvement Society and separately incorporated in 1953. The mission of the
museum is to celebrate childhood, interpret history, and explore culture for the enrichment of all generations in the
greater North Shore community and beyond. The museum’s facilities include the Claflin-Gerrish-Richards House,
which is listed on the National Register of Historic Places and is one of the earliest surviving dwellings on the North
Shore. On an annual basis, the museum offers various exhibits, programs, and special events that advance its
mission. During the year ended June 30, 2023, the museum served approximately 30,000 visitors from across the
region.

Income Tax - For the year ended June 30, 2022, the Internal Revenue Service has recognized the Museum as a tax-
exempt organization under Section 501(c)(3) of the Internal Revenue Code which provides for the exemption of
organizations that are organized and operated exclusively for religious, charitable, scientific, literary or educational
purposes and whose net earnings do not inure to the benefit of any private shareholder or individual.

During the year ended June 30, 2023, the Museum received notice from the IRS that their 501(c)(3) status was
automatically revoked on November 15, 2022, due to not filing their Form 990 for the years ended June 30, 2022,
2021 and 2020. On September 23, 2024, the Museum filed for retroactive reinstatement of its 501(c)(3) status by
filing Form 1023 as well as Form 990 for the years ending June 30, 2022, 2021 and 2020. On January 8, 2025, the
Museum received notice from the IRS that their 501(c)(3) status was retroactively reinstated to the date of
revocation under Revenue Procedure 2014-11.

In determining the recognition of uncertain tax positions, the Museum applies a more-likely-than-not recognition
threshold and determines the measurement of uncertain tax positions considering the amounts and probabilities of
the outcomes that could be realized upon ultimate settlement with taxing authorities. As of June 30, 2023, the
Museum has no uncertain tax positions that qualify for either recognition or disclosure in the financial statements.
The Museum is generally subject to potential examination by taxing jurisdictions for the prior three years.

Basis of Accounting - The financial statements of the Museum have been prepared on the accrual basis of
accounting.

Basis of Presentation - The financial statements are prepared in accordance with U.S. generally accepted
accounting principles. U.S. generally accepted accounting principles establish standards for external financial
reporting by not-for-profit organizations and requires that resources be classified for accounting and reporting
purposes into two net asset categories according to externally (donor) imposed restrictions. The two net asset
categories are as follows:

Net Assets Without Donor Restrictions include net assets that are available for use in general operations and not
subject to donor (or certain grantor) imposed stipulations. These net assets include Operating net assets and
Board Designated net assets. Operating net assets represent amounts which bear no external restrictions and are
currently available for operations. Board Designated net assets represent amounts which have been allocated by
the Board of Trustees for future use.



WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 1 - Summary of Significant Accounting Policies (Continued)

Basis of Presentation (Continued)

Net Assets With Donor Restrictions include some net assets that are temporary in nature, which are subject to
donor (or certain grantor) imposed stipulations, that may or will be met by actions of the Museum and/or the
passage of time. Other donor (or certain grantor) imposed stipulations are perpetual in nature, whereas the donor
stipulates that these resources be maintained in perpetuity. Generally, the donors of these assets permit the
Museum to use all or part of the income earned on related investments for general or specific purposes. Donor
(or grantor) imposed restrictions are released when a restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, or both. Net assets
are then reclassified from net assets with donor restrictions to net assets without donor restrictions in the
statements of activities.

Estimates - The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Contributed Assets - Non-cash donations are recorded as contributions at their estimated fair values at the date of
donation. For the years ended June 30, 2023 and 2022, donated assets, consisting of investments, received by the
Museum were valued at approximately $178,200 and $6,200, respectively.

Contributions - In accordance with U.S. generally accepted accounting principles, contributions received are
recorded as support with or without donor restrictions depending on the existence and/or nature of any donor
restrictions. Support that is restricted by the donor is reported as an increase in net assets without donor restrictions
if the restriction expires in the reporting period. All other donor-restricted support is reported as an increase in net
assets with donor restrictions. When a restriction expires, net assets with donor restrictions are reclassified to net
assets without donor restrictions.

Pledges, Bequest, Grants and Accounts Receivable - U.S. generally accepted accounting principles require that
unconditional promises to give (pledges) be recorded as receivables and revenue in the period received and requires
the organization to distinguish between contributions received for each net asset category in accordance with donor-
imposed restrictions. Contributions to be received after one year are discounted at an appropriate discount rate
commensurate with the risks involved (4.04% at June 30, 2023). Amortization of discounts is recorded as additional
contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions.

Pledges, bequest, grants and accounts receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a charge to earnings and an
increase to a valuation allowance based on its assessment of the current status of individual accounts. Balances that
are still outstanding after management has used reasonable collection efforts are written off through a charge to the
valuation allowance and a reduction to accounts, grants, bequest or pledges receivable. Management has reviewed
accounts, grants, bequest and pledges receivable as of June 30, 2023 and 2022, and considers accounts, grants,
bequest and pledges receivable to be fully collectible and, accordingly, no allowance for doubtful accounts is
required.



WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 1 - Summary of Significant Accounting Policies (Continued)

Investments - The Museum reports its investments pursuant to U.S. generally accepted accounting principles.
Investments in marketable securities with readily determinable fair values and all investments in debt securities are
stated at fair value in the statements of financial position. Net realized and unrealized gains or losses in the fair
value of the investments are reflected in the statements of activities.

The fair value of publicly traded mutual funds is based upon quoted market prices and net asset values. Investments,
in general, are exposed to various risks, such as interest rate, credit, and overall market volatility. As such, it is
reasonably possible that changes in the values of investments will occur in the near term and those changes could
materially affect the amounts reported in the financial statements.

Dividends, interest and net gains and losses on investments are reported as increases in net assets with donor
restrictions if the terms of the underlying gift require that they be added to the principal of a donor-restricted
endowment fund, or if the terms of the underlying gift or relevant state law impose restrictions on the use of the
income or net gains. Income and net gains on board designated funds are reported as an increase in net assets
without donor restrictions.

Investment Return Objectives and Parameters - The Museum's primary objective is long-term capital
appreciation which together with income will provide for the growth of the endowment while allowing support
for current activities. To satisfy its long-term rate-of-return objectives, the Museum 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 Museum targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term objectives within prudent risk constraints.

Spending Policy - Board Designated Endowment Funds - The Museum has adopted a spending policy for
board designated endowment funds whereby the amount available for distribution for operations will be a
percentage of the average market value of the board designated endowment funds for the preceding twelve (12)
quarters calculated as of June 30 of the current fiscal year. For the years ended June 30, 2023 and 2022, the
Museum elected to use a percentage of 4.0%.

Spending Policy - Net Assets with Donor Restrictions - In accordance with terms of the bequest from the Estate
of Rosemary M. Loring, the amount available for distribution to operations will be the greater of (1) 4% of the
average market value of the donor-restricted net assets for the preceding twelve (12) quarters calculated as of
June 30 of the current fiscal year, or (2) the earned income for the current fiscal year (further defined by the
Wenham Museum Board of Trustees to be the interest, dividends, capital gains distributions, and net realized
and unrealized capital gains (losses) earned by the donor-restricted net assets). The Museum has elected a policy
whereby no distributions will be allowed if due to market conditions the market value of the fund is less than its
donor-restricted balance.

Inventories - Inventories are stated at the lower of cost or net realizable value. Cost is determined by the first-in,
first-out method. Inventories consist principally of gift items held for sale in the Museum shop.

Property, Plant and Equipment - Acquisitions of property, plant and equipment are recorded at cost. Gifts of
property, plant and equipment are stated at fair market value at the date of donation. Depreciation is computed using
the straight-line method calculated to amortize the cost of the assets over their estimated useful lives.

Deferred Revenue - The Museum defers recognition of summer program and event revenue to the period in which
the related program or event is performed and the related expenses are incurred. Revenue from membership dues is
deferred and recognized over the life of the membership, typically one year.
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WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 1 - Summary of Significant Accounting Policies (Continued)

Concentration of Credit Risk - Financial instruments which potentially subject the Museum to concentration of
credit risk consist principally of temporary cash investments and marketable securities. The Museum places a
portion of its temporary cash investments with a Massachusetts-Chartered Bank which is a member of the
Depositors Insurance Fund ("DIF"). DIF insures all amounts in excess of FDIC insured limits deposited with
member banks. In addition, the Museum maintains a portion of its temporary cash investments in bank deposit
accounts, which, at times, may exceed current FDIC limits. As of June 30, 2023, the Museum had no balances over
federal insurance amounts.

Contributed Materials and Services - The Museum receives in-kind contributions consisting of various
contributed materials and services. The Museum recognizes contributed materials and services, that require
specialized skills and that would otherwise need to be purchased by the Museum if not provided by donation, as
contributions without donor restriction and simultaneously as expense, based on the estimated fair value at the time
the materials and services are donated. The Museum did not monetize any contributed materials or services. The
Museum also receives a substantial amount of volunteer services in various capacities, principally in membership
development and educational programs. No amounts have been recognized in the accompanying statements of
activities for those services since they do not meet the criteria for recognition under U.S. generally accepted
accounting principles.

Contributed materials and services for the years ended June 30, 2023 and 2022, included in the accompanying
statements of activities, were as follows:

Non-financial

Contribution Type of Contribution Valuation 2023 2022
Contributed materials ~ Office supplies Invoice $ 1,000 $ -
Standard industry
Contributed services Curator services pricing 5,600 5,600
$ 6,600 $ 5,600

Revenue - Under FASB ASC Topic 606, Revenue from Contracts with Customers, revenue is recognized when a
customer obtains control of promised goods or services (the performance obligation) in an amount that reflects the
consideration expected to be received in exchange for those goods or services (the transaction price).

Revenues from performance obligations satisfied over time consist of membership and program fees. These
revenues are recognized using an output method on the basis of time elapsed divided by the period the membership
or program service is provided. Prices are specific to a distinct performance obligation and do not consist of
multiple transactions. Revenues from performance obligations satisfied over time amounted to approximately
$111,000 and $73,000 for the years ended June 30, 2023 and 2022, respectively.

Membership and program fees paid to the Museum in advance represent contract liabilities and are recorded as
deferred revenue. Amounts billed but unpaid are contract assets and recorded as accounts receivable. As of July 1,
2021, accounts receivable amounted to $2,450 and deferred revenue amounted to $25,548.

Revenues from performance obligations satisfied at a point in time consist of special event revenue, shop sales and
admission fees. Revenues are recognized when earned. Revenues from performance obligations satisfied at a point
in time amounted to approximately $247,000 and $156,000 for the years ended June 30, 2023 and 2022,
respectively.

-10 -



WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 1 - Summary of Significant Accounting Policies (Continued)

Revenue (Continued) - Accounts receivable require payment on a short-term basis and as such the Museum does
not have any significant financing components.

Collections - In conformity with the practice followed by most museums, historical objects purchased and donated
are not capitalized. Collections that belong to the Museum include antique dolls, dollhouses and other toys. Part of
the Museum is a 17" century house complete with period furnishings. The cost of all objects purchased, together
with the value of objects acquired by gift if any, less proceeds from deaccessions of objects, is reported as a separate
expense. There were no deaccessions of collections during the years ended June 30, 2023 and 2022.

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 functional expenses. Certain categories of expenses are
attributable to more than one program or supporting function. Accordingly, certain costs have been allocated
among the programs and supporting services benefited. The expenses that are allocated include occupancy,
insurance, and depreciation, which are allocated on a square footage basis. All other expenses are allocated on the
basis of estimates of time and effort.

Advertising - The Museum expenses advertising costs as incurred. Advertising expense amounted to
approximately $35,000 and $19,000 during the years ended June 30, 2023 and 2022, respectively.

Funds with Deficiencies - 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 the Uniform Prudent Management of Institutional
Funds Act requires the Museum to retain as a fund for perpetual duration. There were no deficiencies at June 30,
2023 and 2022.

Recently Adopted Accounting Pronouncement - In February 2016, the Financial Accounting Standards Board
(FASB) issued Accounting Standards Codification (ASC) 842, Leases. This new standard was issued to increase
transparency and comparability among entities by requiring the recognition of right-of-use (ROU) assets and lease
liabilities on the statement of financial position. Most notable among the changes in the standard is the recognition
of ROU assets and lease liabilities by lessees for those leases classified as operating leases. Additionally, under the
new standard, disclosures are required to meet the objective of enabling users of financial statements to assess the
amount, timing, and uncertainty of cash flows arising from leases.

The Museum adopted the new lease standard effective July 1, 2022 and recognized and measured leases existing at
July 1, 2022 (the beginning of the period of adoption) through a cumulative effect adjustment, with certain practical
expedients available. Lease accounting and disclosures for the year ended June 30, 2022 are made under prior lease
guidance in FASB ASC 840 in which future payments to be made under operating leases, other than deferred rent,
were not recorded on the statement of financial position but rather classified and disclosed as commitments and
certain long-term lease transactions relating to the financing of property and equipment were classified as capital
leases.

The Museum elected the available practical expedients to account for existing capital leases and operating leases as
finance leases and operating leases, respectively, under the new guidance, without reassessing (a) whether the
contracts contain leases under the new standard, (b) whether classification of capital leases or operating leases would
be different in accordance with the new guidance, and (c) whether the unamortized initial direct costs before
transition adjustments would have met the definition of initial direct costs in the new guidance at lease
commencement. Adoption of the new lease standard did not have any impact on the Museum’s statement of
financial position, statements of activities, functional expenses, nor cash flows.
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WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 1 - Summary of Significant Accounting Policies (Continued)

Leases - The Museum leases certain office equipment under a long-term, non-cancelable lease agreement.
Operating leases, when applicable, are included in as ROU assets and current and long term operating lease
obligations on the Museum’s statement of financial position. At June 30, 2023, the Museum has determined that the
ROU asset and lease liability from the lease arrangement is not material to the financial statements and has not been
recorded.

The Museum determines if an arrangement is a lease at inception. In evaluating contracts to determine if they
qualify as a lease, the Museum considers factors such as if it has obtained substantially all of the rights to the
underlying asset through exclusivity, if the Museum can direct the use of the asset by making decisions about how
and for what purpose the asset will be used and if the lessor has substantive substitution rights. The evaluation may
require significant judgement. The Museum has elected to apply the short-term lease exemption to all asset classes.

ROU assets represent the Museum’s right to use an underlying asset for the lease term and lease liabilities represent
the obligation to make lease payments arising from the lease. Operating lease ROU assets and liabilities are
recognized at commencement date based on the present value of lease payments. Lease expense for operating lease
payments is recognized on a straight-line basis over the lease term which includes both amortization of the ROU
asset and other lease expense. In determining the discount rate used to measure the right-of-use asset and lease
liability, the rate implicit in the lease is used, or if not available, the Museum uses a risk-free rate for all classes of
assets based on the information available at commencement date in determining the present value of lease payments.
The risk free interest rate is based on the U.S. Daily Treasury Par Yield Curve Rates for terms similar to lease terms.
The ROU asset also includes any lease payments made at or before commencement, less any incentives received.
Lease terms may include options to extend or terminate the lease when it is reasonably certain that such option will
be exercised. The Museum’s lease agreements do not contain any material residual value guarantees or material
restrictive covenants.

Subsequent Events - The date to which events occurring after June 30, 2023 have been evaluated for possible
adjustment to the financial statements or disclosure is the date of the Independent Auditor’s Report, which is the
date the financial statements were available to be issued.

Note 2 - Availability and Liquidity

The Museum regularly monitors liquidity required to meet its operating needs and other contractual commitments,
while also striving to maximize the investment of its available funds. The Museum has various sources of liquidity
at its disposal, including cash, accounts receivable, grants receivable, pledges receivable and investments. To help
manage unanticipated liquidity needs, the Museum has a line of credit with available borrowings amounting to
$150,000 which it could draw upon. For purposes of analyzing resources available to meet general expenditures
over a twelve-month period, the Museum considers all expenditures related to program, management and general
and fundraising to be general expenditures.

The Museum’s goal is generally to maintain financial assets to meet 90 days of operating expenses (approximately
$190,000). As part of its liquidity plan, excess cash is invested in short-term investments, including money market
accounts.

The Museum’s governing board has designated a portion of its unrestricted resources for endowment and other
certain programs. Those amounts are identified as board designated investments in the table below. The funds are
invested for long-term appreciation and current income but remain available and could be spent at the discretion of
the Board.
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WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 2 - Availability and Liquidity (Continued)

The following table represents the Museum’s financial assets as of June 30, 2023 and 2022 available to meet general
expenditures within one year of the statement of financial position date.

2023 2022
Financial assets at year-end:
Cash $ 378,058 § 131,849
Accounts receivable 2,450 3,142
Bequest receivable 190,846 -
Grants receivable 92,655 -
Pledges receivable, net 37,627 -
Investments - board designated 538,805 239,406
Investments - Loring fund assets available under spending policy 24,228 1,832
Financial assets available to meet general expenditures
over the next twelve months 1,264,669 376,229
Liquidity resources - line of credit borrowings 150,000 111,000
Total financial assets and liquidity resources available over the next twelve
months $ 1,414,669 $ 487,229
Note 3 - Pledges Receivable
Pledges receivable at June 30, 2023 and 2022 are as follows:
2023 2022
Pledges expected to be collected in:
Less than one year $ 24,000 $ -
One to five years 14,750 -
38,750 -
Less present value discount 1,123 -
Pledges receivable, net $ 37,627 $ -

Note 4 - Fair Value Measurements

Fair value is defined under U.S. generally accepted accounting principles as the price that would be received to sell
an asset, or paid to transfer a liability, in an orderly transaction between market participants. Valuation techniques
used to measure fair value under U.S. generally accepted accounting principles must maximize the use of observable
market inputs, minimize the use of unobservable market inputs, and disclose in the form of an outlined hierarchy the
details of such fair value measurements. The accounting standards specify a hierarchy of valuation techniques based
on whether the inputs to a fair value measurement are considered to be observable or unobservable in a marketplace.
Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect the
Museum’s market assumptions.
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NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 4 - Fair Value Measurements (Continued)

This hierarchy requires the use of observable market data when available. These inputs have created the following
fair value hierarchy:

Level 1 - Quoted market prices in active markets for identical assets or liabilities.

Level 2 - Observable inputs other than those included in Level 1. For example, quoted prices for similar
assets in active markets or quoted prices for identical assets in inactive markets.

Level 3 - Unobservable inputs reflecting management’s own assumptions about the inputs used in
estimating the value of the asset.

The following is a description of the Museum’s valuation methodologies used for instruments measured at fair
value:

Money Market Funds

These investments are valued based on quoted prices and are actively traded. Investments in money market funds
are classified within Level 1 of the valuation hierarchy.

Mutual Funds

These investments are public investment vehicles valued using the net asset value provided by the administrator
of the fund and calculated at the close of business on the NYSE. The net asset value is based on the value of the
underlying assets owned by the fund, minus its liabilities, and then divided by the number of shares outstanding.
Investments in mutual funds are classified within Level 1 of the valuation hierarchy.

The following table summarizes the Museum’s financial assets measured at fair value on a recurring basis in
accordance with U.S. generally accepted accounting principles as of June 30, 2023 and 2022:

2023 2022
Level 1
Short-term investments:
Money market funds $ 169312 $ 35,746
Mutual funds:
Bond investments 212,798 187,034
Stock investments:
International 229,886 76,425
Growth and income - 82,873
Large cap 198,293 122,383
Mid cap 80,864 34,693
Real estate - 28,372
Total Level 1 Investments $ 891,153 $ 567,526
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WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 5 - Property, Plant and Equipment

Property, plant and equipment at June 30, 2023 and 2022 consist of the following:

2023 2022
Buildings and improvements $ 2,083,846 $ 2,080,026
Equipment 40,419 38,021
Furniture and fixtures 60,224 58,161
2,184,489 2,176,208
Less accumulated depreciation 1,603,684 1,534,275
Property, plant and equipment, net $ 580,805 § 641,933

Note 6 - Line of Credit

The Museum has a revolving line of credit agreement with a bank. The maximum borrowings available under the
agreement are $150,000. The agreement provides that any borrowings are due on demand, and bear interest at the
bank’s prevailing prime lending rate plus 0.25%. The interest rate at June 30, 2023 and 2022 was 8.50% and
5.00%, respectively. The agreement is collateralized by substantially all assets of the Museum. There were no
borrowings outstanding under this agreement at June 30, 2023. As of June 30, 2022, borrowings outstanding
under this agreement amounted to $39,000.

The Museum is subject to certain covenants relating to the achievement of certain financial ratios, including a
minimum debt service coverage ratio of 1.25 and must also maintain a zero balance for thirty consecutive days each
fiscal year. As of June 30, 2023, the Museum is not aware of any violations to its covenants.

Note 7 - Gain on Extinguishment of Debt

In March 2021, the Museum obtained a Paycheck Protection Program loan from Salem Five Cents Savings Bank in
the amount of $56,870 pursuant to the Federal Consolidated Appropriations Act signed in December 2020. The
unsecured loan, which was guaranteed by the U.S. Small Business Administration (“SBA”), was to be forgiven if
certain conditions were met. In order to qualify for forgiveness, funds from the loan may only be used for eligible
payroll costs, employee benefits, rent, utilities, and certain other covered expenses as defined in the Act, and certain
wage and employment levels need to be maintained. On September 17, 2021, the Museum was granted full
forgiveness by the SBA. As a result, the Museum recorded a gain on extinguishment of debt in the amount of
$56,870 on the accompanying statement of activities for the year ended June 30, 2022.

Note 8 - Endowment

The Museum’s endowment consists of four individual funds established to fund the Museum’s operational needs
based on the individual fund’s annual spending policies. Its endowment includes both the donor-restricted
endowment fund and funds designated by the Board of Trustees to function as endowments. As required by U.S.
generally accepted accounting principles, net assets associated with endowment funds are classified and reported
based on the existence or absence of donor-imposed restrictions.
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NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 8 - Endowment (Continued)

The Museum has interpreted the Massachusetts Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the fair value of original gift as of the gift date of the donor-restricted
endowment funds absent explicit donor stipulations to the contrary. As a result, the Museum classifies as donor-
restricted endowment funds (a) the original value of gifts donated to the endowment, (b) the original value of
subsequent gifts to the endowment, and (c) accumulations to the 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 net assets is those amounts subject to being appropriated for expenditure by the
Museum. In accordance with UPMIFA, the Museum 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 Museum 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 Museum

The investment policies of the Museum

Nk W=

The endowment net asset composition by type of fund as of June 30, 2023 is as follows:

Without Donor With Donor
Restrictions Restrictions Total
Donor-restricted endowment fund:
Loring fund $ - $ 326,060 $ 326,060
Board designated endowment funds:
Louis A. Dodge fund 32,385 - 32,385
Ruth Simonds West fund 30,464 - 30,464
Other 380,947 - 380,947
$ 443,796 $ 326,060 $ 769,856

The endowment net asset composition by type of fund as of June 30, 2022 is as follows:

Without Donor With Donor
Restrictions Restrictions Total
Donor-restricted endowment fund:
Loring fund $ - $ 301,832 $ 301,832
Board designated endowment funds:
Louis A. Dodge fund 30,404 - 30,404
Ruth Simonds West fund 28,600 - 28,600
Other 180,402 - 180,402
$ 239,406 $ 301,832 §$ 541,238
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Note 8 - Endowment (Continued)

The changes in endowment net assets for the years ended June 30, 2023 and 2022 is as follows:

Without Donor With Donor
Restrictions Restrictions Total

Endowment Net Assets, July 1, 2021 $ 299,488 $ 350,021 $ 649,509

Investment loss, net (36,887) (48,189) (85,076)

Annual appropriation of cumulative gains (23,195) - (23,195)
Endowment Net Assets, June 30, 2022 239,406 301,832 541,238

Investment income, net 29,890 24,228 54,118

Contributions 194,500 194,500

Annual appropriation of cumulative gains (20,000) (20,000)
Endowment Net Assets, June 30, 2023 $ 443,796 $ 326,060 $ 769,856

The Louis A. Dodge fund are board designated net assets consisting of monies collected in memory of Louis A.
Dodge, a charter member, former trustee, and long-time friend of the Museum, for his loyalty and devotion to the

Museum.

The Ruth Simonds West fund are board designated net assets consisting of monies received from a bequest from her
estate in memory of her participation at the Museum as a long-time trustee, honorary trustee, and president of the

Museum.

Note 9 - Board Designated Net Assets

Board designated net assets consist of amounts segregated by the Board to fund certain programs and future
expenses. At June 30, 2023 and 2022, board designated net assets consist of the following:

Board designated endowment funds
Other designated funds
Staffing
Capital improvements
Operating
Collections-related projects
Advertising
Guidebook
Technology

2023
$ 443,796

112,000
77,864
60,000
33,500
14,895
10,000

2,676

2022

$ 239,406

$ 754,731

$ 239,406
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WENHAM HISTORICAL ASSOCIATION & MUSEUM., INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2023 AND 2022

Note 10 - Net Assets with Donor Restrictions

At June 30, 2023 and 2022, net assets with donor restrictions are restricted for the following purposes or periods:

2023 2022
Subject to expenditure of specified purpose:
Town of Wenham CPA Funds for outdoor gathering space $ 87,255 § -
Equestrian - Phases [ & 11 34,821 22,063
Loring grant 22,707 45,554
WVIS summer camp 21,250 -
Accessions 16,162 16,606
Trains 6,142 5,376
Claflin-Gerrish-Richards House painting 4,281 5,942
Art Grows Here 3,505 3,505
Doll conservation 1,600 1,600
Patton Archives 1,600 600
Clark Archive of the Wenham Community Band 1,150 1,150
Storybook quilts 1,000 1,000
Albert Dodge Fund 1,000 1,000
Mass Humanities Bridge Street sponsorship 573 1,073
Dehumidifier for collections storage 500 500
The Perkin Family Fund (Ice Book) 300 300
Weaver grant 162 162
Mass Humanities SHARP sponsorship - 10,044
Brooks calendar - 2,244
Discovery Gallery - 1,500
Attic Treasures - 269
204,008 120,488
Subject to passage of time:
Bequest receivable 190,846 -
Grants receivable 5,400 -
Pledges receivable 37,627 -
233,873 -
Restricted in perpetuity (including historical gift value of $300,000 in
2023 and 2022):
Subject to endowment spending policy and appropriation:
The Estate of Rosemary M. Loring 326,060 301,832
Total net assets with donor restrictions $ 763,941 $ 422,320

The Museum received a Community Preservation Act grant during the year ended June 30, 2023. These monies are
restricted to create an outdoor common area or gathering space. The balance outstanding on this grant receivable at
June 30, 2023 amounted to $87,255.
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NOTES TO FINANCIAL STATEMENTS
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Note 10 - Net Assets with Donor Restrictions (Continued)

The Estate of Rosemary M. Loring donor-restricted endowment allows the Museum to use the greater of the income
or 4% of the average market value of the funds. The Museum has elected a policy whereby no distributions will be
allowed if due to market conditions the market value of the fund is less than its donor-restricted balance.

Note 11 - Leasing Arrangements

The Museum leases certain office equipment under a long-term, non-cancelable lease agreement that expires in June
2026. For each of the years ended June 30, 2023 and 2022, rent expense under this agreement amounted to $3,000.
As of June 30, 2023, future minimum lease payments of $3,000 are due under the non-cancelable operating lease for
each of the years ended June 30, 2024, 2025 and 2026.

The Museum also leases space for one of its collections under a short term rental agreement. For the years ended
June 30, 2023 and 2022, rent expense under this agreement amounted to approximately $5,500 and $6,000,
respectively.

Note 12 - Retirement Plan

Effective July 2014, the Museum established a retirement plan under Section 401(k) of the IRC Code covering
eligible participating employees. The Plan allows employees to make voluntary contributions up to the Internal
Revenue Code limitations. Employer contributions to the Plan are at the discretion of the Board of Trustees, but
may not exceed the maximum allowable deduction permitted under the Internal Revenue Code at the time of the
contribution. The Museum elected not to make any contributions to the Plan during the years ended June 30, 2023
and 2022. Effective June 30, 2023, the Museum terminated the Plan. As a result of the termination, the entire
amount contributed under the Plan was applied to the payment of benefits to the participants or their beneficiaries.
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