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INDEPENDENT AUDITOR’S REPORT 
 
 
Board of Directors 
The People’s Light and Theatre Company 
 
Report on the Audit of the Consolidated Financial Statements 
 
Opinion 
 
We have audited the consolidated financial statements of The People’s Light and Theatre 
Company and its subsidiary, which comprise the consolidated statements of financial position 
as of August 31, 2022 and 2021, the related consolidated statements of activities, functional 
expenses, and cash flows for the years then ended, and the related notes to the consolidated 
financial statements. 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all material 
respects, the financial position of The People’s Light and Theatre Company and its subsidiary 
as of August 31, 2022 and 2021, and the changes in its net assets and its cash flows for the 
years then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America (GAAS). Our responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial 
Statements section of our report. We are required to be independent of The People’s Light and 
Theatre Company and its subsidiary and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audits. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Responsibilities of Management for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated 
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 consolidated financial statements that are 
free from material misstatement, whether due to fraud or error. 
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In preparing the consolidated financial statements, management is required to evaluate whether 
there are conditions or events, considered in the aggregate, that raise substantial doubt about 
The People’s Light and Theatre Company and its subsidiary’s ability to continue as a going 
concern for one year after the date that the consolidated financial statements are issued. 
 
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated 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 GAAS 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 likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the consolidated financial statements. 
 
In performing an audit in accordance with GAAS, we:  
 
 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 
 Identify and assess the risks of material misstatement of the consolidated 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 consolidated financial statements. 

 
 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 The People’s Light and Theatre Company and its 
subsidiary’s internal control. Accordingly, no such opinion is expressed. 

 
 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 consolidated financial statements. 

 
 Conclude whether, in our judgment, there are conditions or events, considered in the 

aggregate, that raise substantial doubt about The People’s Light and Theatre Company and 
its subsidiary’s ability to continue as a going concern for a reasonable period of time. 
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We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audits, significant audit findings, and certain 
internal control-related matters that we identified during the audits. 

January 24, 2023 



THE PEOPLE’S LIGHT AND THEATRE COMPANY
Consolidated Statements of Financial Position
As of August 31, 2022 and 2021

2022 2021

ASSETS
Current assets

Cash and cash equivalents 2,834,050$       3,589,751$       
Investments 2,270,553         4,736,037         
Contributions receivable 2,397,540         2,468,876         
Other receivables 48,526              4,836                
Prepaid expenses 375,985            266,197            
Deferred expenses 51,437              14,876              

Total current assets 7,978,091         11,080,573       

Non-current assets
Contributions receivable, net 1,728,021         2,855,169         
Property and equipment, net 2,812,724         2,932,995         
Deferred tax asset 101,632            185,433            
Long-term investments 8,719,124         7,369,124         

Total non-current assets 13,361,501       13,342,721       
Total assets 21,339,592$     24,423,294$     

LIABILITIES 
Current liabilities

Accounts payable and accrued expenses 315,379$          287,832$          
Deferred revenue 632,190            1,175,482         
Accrued interest 8,962                4,837                
Current portion of mortgage payable 84,270              81,008              

Total current liabilities 1,040,801         1,549,159         

Non-current liabilities
Loans payable 150,000            895,218            
Mortgage payable 928,528            1,012,797         

Total liabilities 2,119,329         3,457,174         

NET ASSETS
Without donor restrictions

Undesignated 3,203,629         2,601,156         
Board-designated endowment 1,973,874         4,736,037         

With donor restrictions 14,042,760       13,628,927       

Total net assets 19,220,263       20,966,120       
Total liabilities and net assets 21,339,592$     24,423,294$     

The accompanying notes are an integral part of these consolidated financial statements.
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THE PEOPLE’S LIGHT AND THEATRE COMPANY 
Consolidated Statements of Activities

                                                 
Without With Without With
Donor Donor Donor Donor

Restrictions Restrictions Total Restrictions Restrictions Total

Earned revenue and investment income 
Subscription series tickets 184,829$          -$                  184,829$          27,077$            -$                  27,077$            
Single ticket income 345,658            -                    345,658            54,444              -                    54,444              
Tuition and fees 36,668              -                    36,668              31,452              -                    31,452              
Other income 446,251            -                    446,251            180,926            -                    180,926            
Catering and restaurant 1,243,003         -                    1,243,003         583,897            -                    583,897            
Interest income 1,880                -                    1,880                2,138                -                    2,138                
Investment return appropriated from Board-designated funds for operations 988,932            -                    988,932            181,996            -                    181,996            

Total earned revenue and investment income 3,247,221         -                    3,247,221         1,061,930         -                    1,061,930         

Contribution revenue
Donations and government grants 2,169,554         1,079,875         3,249,429         1,637,635         357,484            1,995,119         
Fundraising event revenue 531,869            500                   532,369            190,677            1,500                192,177            
Cost of fundraising events (197,449)           -                    (197,449)           (32,199)             -                    (32,199)             
Net assets released from restrictions 1,786,145         (1,786,145)        -                    1,586,693         (1,586,693)        -                    

Total contribution revenue 4,290,119         (705,770)           3,584,349         3,382,806         (1,227,709)        2,155,097         
Total operating revenues and income 7,537,340         (705,770)           6,831,570         4,444,736         (1,227,709)        3,217,027         

Program services
Artistic and production 3,174,080         -                    3,174,080         1,532,178         -                    1,532,178         
Education 321,151            -                    321,151            239,502            -                    239,502            
Farmhouse operations 1,061,892         -                    1,061,892         726,733            -                    726,733            

Total program services 4,557,123         -                    4,557,123         2,498,413         -                    2,498,413         

Supporting services
General administration 1,420,358         -                    1,420,358         1,143,907         -                    1,143,907         
Marketing and patron services 1,058,299         -                    1,058,299         720,840            -                    720,840            
Fundraising 558,085            -                    558,085            490,504            -                    490,504            

Total supporting services 3,036,742         -                    3,036,742         2,355,251         -                    2,355,251         
Total expenses before taxes 7,593,865         -                    7,593,865         4,853,664         -                    4,853,664         

Operating revenues, contributions and gains, net of operating expenses
  and losses (56,525)             (705,770)           (762,295)           (408,928)           (1,227,709)        (1,636,637)        

Income tax benefit (expense) (83,801)             -                    (83,801)             63,879              -                    63,879              
Forgiveness of debt 745,218            -                    745,218            709,070            -                    709,070            
Donations and grants -                    1,119,603         1,119,603         -                    -                    -                    
Investment return appropriated from Board-designated funds for operations (988,932)           (988,932)           (181,996)           -                    (181,996)           
Dividend and interest income 261,516            -                    261,516            193,475            -                    193,475            
Net realized and unrealized (losses) gains (2,037,166)        -                    (2,037,166)        1,699,683         -                    1,699,683         

Total non-operating expenses and gains and losses (net) (2,103,165)        1,119,603         (983,562)           2,484,111         -                    2,484,111         

Change in net assets (2,159,690)        413,833            (1,745,857)        2,075,183         (1,227,709)        847,474            

Net assets, at beginning of year 7,337,193         13,628,927       20,966,120       5,262,010         14,856,636       20,118,646       
Net assets, at end of year 5,177,503$       14,042,760$     19,220,263$     7,337,193$       13,628,927$     20,966,120$     

Year Ended August 31, 2022 Year Ended August 31, 2021

The accompanying notes are an integral part of these consolidated financial statements.
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THE PEOPLE’S LIGHT AND THEATRE COMPANY 
Consolidated Statement of Functional Expenses
Year Ended August 31, 2022

    Program Services    
  Marketing Total

Artistic and Farmhouse General and Patron Expenses
Production Education Operations Total Administration Services Fundraising Total 2022

Salaries 1,652,850$    145,131$       477,987$       2,275,968$    485,234$       451,506$       322,306$       1,259,046$    3,535,014$    
Payroll taxes 155,698         13,002           43,449           212,149         38,382           41,582           22,345           102,309         314,458         
Employee benefits 324,141         24,062           67,964           416,167         78,856           69,735           58,555           207,146         623,313         
Fees 237,313         -                 -                 237,313         4,940             -                 -                 4,940             242,253         
Royalties 36,205           -                 -                 36,205           -                 -                 -                 -                 36,205           
Advertising expenses -                 6,730             31,101           37,831           -                 346,089         -                 346,089         383,920         
Audit and legal -                 -                 -                 -                 59,723           -                 -                 59,723           59,723           
Cost of goods -                 -                 308,826         308,826         -                 -                 -                 -                 308,826         
Donor relations -                 -                 -                 -                 -                 -                 41,736           41,736           41,736           
Dues and conferences -                 -                 -                 -                 16,029           6,537             926                23,492           23,492           
Insurance -                 -                 8,311             8,311             95,504           -                 -                 95,504           103,815         
Interest 9,151             9,151             98                  18,400           9,151             9,150             9,150             27,451           45,851           
Occupancy -                 -                 72,118           72,118           371,817         -                 -                 371,817         443,935         
Other 189,660         53,511           27,407           270,578         119,712         13,458           24,339           157,509         428,087         
Printing and supplies 1,939             5,632             3,460             11,031           24,284           1,530             8,927             34,741           45,772           
Production materials 275,709         -                 -                 275,709         -                 -                 -                 -                 275,709         
Software and equipment -                 -                 -                 -                 52,236           -                 -                 52,236           52,236           
Subscriptions -                 -                 -                 -                 -                 51,567           -                 51,567           51,567           
Supplies and tools 9,501             -                 -                 9,501             -                 -                 -                 -                 9,501             
Travel and housing 217,981         -                 -                 217,981         558                3,213             5,869             9,640             227,621         
Depreciation 63,932           63,932           21,171           149,035         63,932           63,932           63,932           191,796         340,831         

Total expenses 3,174,080$    321,151$       1,061,892$    4,557,123$    1,420,358$    1,058,299$    558,085$       3,036,742$    7,593,865$    

                          Supporting Services                     

The accompanying notes are an integral part of these consolidated financial statements.
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THE PEOPLE’S LIGHT AND THEATRE COMPANY
Consolidated Statement of Functional Expenses
Year Ended August 31, 2021

    Program Services    
  Marketing Total

Artistic and Farmhouse General and Patron Expenses
Production Education Operations Total Administration Services Fundraising Total 2021

Salaries 910,453$       129,918$       347,343$       1,387,714$    374,445$       334,220$       269,865$       978,530$       2,366,244$    
Payroll taxes 51,598           8,802             28,250           88,650           28,494           19,528           14,370           62,392           151,042         
Employee benefits 249,991         18,429           65,365           333,785         62,570           54,023           56,420           173,013         506,798         
Fees 77,241           -                 -                 77,241           37,970           -                 -                 37,970           115,211         
Royalties 17,541           -                 -                 17,541           -                 -                 -                 -                 17,541           
Advertising expenses -                 1,395             26,075           27,470           -                 195,409         -                 195,409         222,879         
Audit and legal -                 -                 -                 -                 58,578           -                 -                 58,578           58,578           
Cost of goods -                 -                 155,601         155,601         -                 -                 -                 -                 155,601         
Donor relations -                 -                 -                 -                 -                 -                 10,759           10,759           10,759           
Dues and conferences -                 -                 -                 -                 24,430           673                1,591             26,694           26,694           
Insurance -                 -                 8,215             8,215             90,512           -                 -                 90,512           98,727           
Interest 10,441           10,441           1,092             21,974           10,441           10,441           10,441           31,323           53,297           
Occupancy -                 -                 48,056           48,056           248,099         -                 -                 248,099         296,155         
Other 47,167           9,326             25,231           81,724           73,224           12,692           56,645           142,561         224,285         
Printing and supplies 821                -                 430                1,251             8,244             582                8,280             17,106           18,357           
Production materials 80,369           -                 -                 80,369           -                 -                 -                 -                 80,369           
Software and equipment -                 -                 -                 -                 64,304           -                 -                 64,304           64,304           
Subscriptions -                 -                 -                 -                 -                 32,080           -                 32,080           32,080           
Supplies and tools 3,624             -                 -                 3,624             -                 -                 -                 -                 3,624             
Travel and housing 21,741           -                 3,000             24,741           1,404             -                 941                2,345             27,086           
Depreciation 61,191           61,191           18,075           140,457         61,192           61,192           61,192           183,576         324,033         

Total expenses 1,532,178$    239,502$       726,733$       2,498,413$    1,143,907$    720,840$       490,504$       2,355,251$    4,853,664$    

                          Supporting Services                     

The accompanying notes are an integral part of these consolidated financial statements.

7



THE PEOPLE’S LIGHT AND THEATRE COMPANY
Consolidated Statements of Cash Flows
Years Ended August 31, 2022 and 2021

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets (1,745,857)$      847,474$          
Adjustments to reconcile change in net assets to net 

cash provided by operating activities
Depreciation 340,831            324,033            
Net realized and unrealized losses (gains) 
  on investments 2,037,166         (1,699,683)        
Forgiveness of debt-principal portion (745,218)           (709,070)           
Change in operating assets and liabilities

Change in other receivables (43,690)             28,758              
Change in contributions receivable 1,198,484         2,534,609         
Change in prepaid and deferred expenses (146,349)           (19,301)             
Change in deferred tax asset 83,801              (63,879)             
Change in deferred revenue (543,292)           408,014            
Change in accounts payable and accrued 
  expenses 27,547              41,579              
Change in accrued interest 4,125                -                    

Net cash provided by operating activities 467,548            1,692,534         

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (220,560)           (302,846)           
Proceeds from sales of investments 988,930            843,178            
Purchase of investments (1,910,612)        (1,853,146)        

Net cash used in investing activities (1,142,242)        (1,312,814)        

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans payable -                    750,055            
Repayment of mortgage payable (81,007)             (77,872)             

Net cash (used in) provided by financing activities (81,007)             672,183            

Net (decrease) increase in cash and cash equivalents (755,701)           1,051,903         
                     
Cash and cash equivalents, at beginning of year 3,589,751         2,537,848         
Cash and cash equivalents, at end of year 2,834,050$       3,589,751$       

SUPPLEMENTAL DISCLOSURE
Interest paid 41,794$            44,931$            

The accompanying notes are an integral part of these consolidated financial statements.
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THE PEOPLE’S LIGHT AND THEATRE COMPANY  
Notes to Consolidated Financial Statements 
Years Ended August 31, 2022 and 2021 
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NOTE 1 ORGANIZATION 
 

The People’s Light and Theatre Company (the Theatre), located in Malvern, 
Pennsylvania, is a non-profit theatre exempt from income taxes under Section 
501(c)(3) of the Internal Revenue Code. The mission of the Theatre is to produce 
plays drawn from many sources to entertain, inspire, and engage its community. 
The mission is extended by making and experiencing theatre through arts 
education programs that excite curiosity about—and deepen an understanding 
of—the world around us. 

 
Arts Discovery, the Theatre’s arts education program, is an integral part of the 
Theatre. The six components of this program enable the Theatre to reach a 
broad cross-section of the community by bringing students and families to the 
Theatre, enabling teaching artists to share theater techniques with teachers and 
students in school residencies, and providing a creative, diverse, and supportive 
environment for young people to take risks and grow. Historically, the varied 
programs have reached approximately 11,000 youngsters and their families 
annually, and expenses are included in production and education costs. Due to 
the continuing effects of the COVID-19 pandemic, the Theatre’s program 
reached approximately 2,000 students in both fiscal years 2022 and 2021. 
 
The consolidated financial statements include the results of the Theatre’s wholly 
owned for-profit subsidiary, Actors’ Inn, Inc. (Actors’ Inn). Actors’ Inn is a full-
service restaurant and catering facility that provides hospitality services for both 
audience members and the surrounding community. All significant intercompany 
transactions have been eliminated in consolidation. 
 
 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
 
The accompanying consolidated financial statements have been prepared in 
accordance with accounting principles generally accepted in the United States 
(U.S. GAAP).  
 
Net Asset Classifications 
 
To ensure compliance with restrictions placed on the resources available to the 
Theatre, funds with similar characteristics have been classified into two net asset 
categories: net assets with donor restrictions and net assets without donor 
restrictions. 
 
Net Assets without Donor Restrictions are not subject to donor-imposed 
restrictions or the donor-imposed restrictions have expired. Net assets without 
donor restrictions may also be designated for specific purposes by action of the 
Board of Directors. 

  



THE PEOPLE’S LIGHT AND THEATRE COMPANY  
Notes to Consolidated Financial Statements 
Years Ended August 31, 2022 and 2021 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Asset Classifications (continued) 
 
Net Assets with Donor Restrictions are subject to donor-imposed stipulations that 
may be met by actions of the Theatre pursuant to those stipulated and or by the 
passage of time.  
 
Net assets subject to donor-imposed stipulations also include amounts that allow 
the principal to be invested in perpetuity and permit the income only be used to 
support Theatre operations. 
 
Revenue Recognition 
 
Contributions are recorded as revenue when received or pledged. Donor-
restricted contributions are reclassified as contributions without donor restrictions 
and reported as net assets released from restrictions when a stipulated time 
restriction ends or donor restrictions have been met. Ticket sales collected for the 
upcoming season are included in deferred revenue and recognized as increases 
in net assets without donor restrictions in the period performances are 
conducted. Revenue from service contracts is recognized as the performance 
obligation is met. 
 
Receipts of unconditional promises to give with payments due in future periods 
are recorded as contributions receivable at their fair value using a present value 
technique and recognized as increases to net assets with donor restrictions at 
the date of promise. Receipts of conditional promises to give, which depend on 
the occurrence of a specified future and uncertain event, are recognized when 
the conditions on which they depend are substantially met. 
 
Government grants revenue is recognized in the period in which they are 
expended for cost reimbursement agreements. In accordance with the Financial 
Accounting Standards Board (FASB) Accounting Standards Update (ASU) 2018-
08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting 
Guidance for Contributions Received and Contributions Made, this revenue is 
generally considered nonreciprocal transactions restricted by the awarding 
agency for certain purposes. The Theatre recognizes grant revenue when the 
qualified expenditures are incurred and conditions under the grant agreements 
are met. Grant advances not yet spent are recorded as deferred revenue. Other 
grant revenue considered contributions are recorded as revenue in the period in 
which they are received.  
 
Use of Estimates 
 
The preparation of the consolidated financial statements in conformity with U.S. 
GAAP 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 consolidated financial statements. Actual results could 
differ from those estimates. 

  



THE PEOPLE’S LIGHT AND THEATRE COMPANY  
Notes to Consolidated Financial Statements 
Years Ended August 31, 2022 and 2021 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include currency on hand and demand and time 
deposits with financial institutions with maturities of three months or less from the 
acquisition date. 
 
Receivables 
 
Contributions receivable represent donor promises to give that are documented 
in writing and legally binding. Contributions receivable are included in net assets 
with donor restrictions and without donor restrictions based on the existence and 
nature of donor-imposed restrictions and, if applicable, are released upon 
satisfaction of those restrictions. 
 
The Theatre provides an allowance for doubtful accounts for losses that may 
result from the inability of the debtor or donor to make payment on amounts 
owed or pledged to the Theatre. Such allowance is based on several factors, 
including, but not limited to, the age of the receivables and the Theatre’s 
historical collection experience. Receivables that are determined to be 
uncollected are charged against the allowance. As of August 31, 2022 and 2021, 
no allowance for doubtful accounts was deemed necessary. 
 
Investments 
 
Investments are recorded at fair value. 
 
Investments as of August 31, 2022 and 2021 consisted principally of shares in 
various mutual funds managed by the Vanguard Group. In October 2020, the 
Theatre engaged Vanguard’s Institutional Advisory Services to manage the 
investment portfolio. Investments are valued based on quoted market values as 
of August 31, 2022 and 2021. 
 
Realized and unrealized gains and losses are included in the consolidated 
statements of activities as increases or decreases in net assets without donor 
restrictions, unless donor or relevant laws place restrictions on these gains and 
losses. For purposes of determining the gain or loss on a sale, the cost of the 
securities sold is based on the average cost of each security held at the date of 
sale. Purchases and sales are recorded on a trade-date basis. 
 
Property and Equipment 
 
Furniture and equipment, building improvements, and buildings are recorded at 
cost and depreciated on a straight-line basis over the estimated useful lives of 
the respective assets. Property and equipment additions with a useful life over 
two years are capitalized, with no restrictions on the cost of the asset. These 
assets are depreciated over periods of three to 39 years. Depreciation is 
recorded on a half-year convention in both the year of asset acquisition and 
disposal.  



THE PEOPLE’S LIGHT AND THEATRE COMPANY  
Notes to Consolidated Financial Statements 
Years Ended August 31, 2022 and 2021 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Property and Equipment (continued) 
 
The Theatre evaluates long-lived assets, which are held for use, for impairment 
whenever events or circumstances indicate that impairment may exist. An 
impairment loss is recorded if the net carrying value of the asset exceeds the 
undiscounted future net operating cash flows attributable to the asset. The 
impairment loss recognized equals the difference between cost and cash flows.  
 
The Theatre has determined that no long-lived assets were impaired as of 
August 31, 2022 and 2021.  
 
Deferred Expenses 
 
Expenses for the upcoming season’s performances are primarily advertising 
costs, which are included in deferred expenses and recognized as decreases in 
net assets without donor restrictions in the period that performances are 
conducted. 
 
Functional Allocation of Expenses 
 
The costs associated with providing the Theatre’s programs have been 
summarized on a functional basis in the accompanying consolidated statements 
of activities, which includes all expenses incurred during the year. Accordingly, 
certain costs, including salaries, have been allocated among the programs and 
supporting services benefited. Salaries and benefits have been allocated based 
on job function. Occupancy expenses have been allocated based on square 
footage. Interest and depreciation expenses have been allocated evenly across 
the Theatre’s functional departments.  
 
Income Taxes 
 
The Theatre evaluates tax positions taken or expected to be taken in the course 
of preparing its tax returns to determine whether it is more-likely-than-not (i.e., 
greater than 50%) that each tax position will be sustained upon examination by a 
taxing authority based on the technical merits of the position. Tax positions not 
deemed to meet the more-likely-than-not threshold are recorded as a tax benefit 
or expense in the current year. If applicable, the Theatre recognizes interest 
accrued related to uncertain tax positions in interest expense in the consolidated 
statements of activities. However, management’s conclusions regarding tax 
positions taken may be subject to review and adjustment at a future date based 
on factors including, but not limited to, examination by tax authorities, ongoing 
analysis of and changes to tax laws, and related regulations and interpretations. 
The Theatre did not incur any interest or penalties for the years ended August 
31, 2022 and 2021. 
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Notes to Consolidated Financial Statements 
Years Ended August 31, 2022 and 2021 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Income Taxes (continued) 
 
Management has evaluated the tax positions of the Theatre and concluded that 
there are no uncertain tax positions that require recognition or further disclosure 
in the notes to the consolidated financial statements. The Theatre is subject to 
audits by taxing jurisdictions; however, no audits for any periods are currently in 
progress. Management believes that the Theatre is no longer subject to such 
audits for years prior to 2019 under Federal, state, and local tax jurisdictions.  

 
During the year ended August 31, 2022, the Theatre had taxable income from its 
wholly owned subsidiary, Actors’ Inn. This income decreased the net operating 
loss (NOL) carryforward. The NOL carryforward for the Theatre as of August 31, 
2022 and 2021 was approximately $324,891 and $587,120, respectively. Due to 
the Tax Cuts and Jobs Act legislation enacted in 2017, the NOL carryforward will 
not expire. A valuation allowance has not been established as management 
anticipates using the NOL in future years.  
 
Recent Accounting Pronouncement 
 
In February 2016, the FASB issued ASU 2016-02, Leases. ASU 2016-02 
changes the accounting for leases, primarily by lessees in operating leases, by 
requiring (a) the recognition of (i) a lease asset (right of use) and a lease liability, 
initially measured at the present value of the lease payments, in the statement of 
financial position and (ii) a single lease cost, calculated so that the cost of the 
lease is allocated over the lease term, generally on a straight-line basis, and (b) 
the classification of all lease payments within the operating activities in the 
statement of cash flows. In June 2020, the effective date of ASU 2016-02 was 
deferred to fiscal years beginning after December 15, 2021, which will be fiscal 
year 2023 for the Theatre. The Theatre is evaluating the requirements of ASU 
2016-02 and its impact on the presentation of its consolidated financial 
statements and disclosures. 
 
Reclassifications  
 
Certain accounts in the prior-year consolidated financial statements have been 
reclassified for comparative purposes to conform with the presentation in the 
current-year consolidated financial statements. 
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NOTE 3 CONTRIBUTIONS RECEIVABLE, NET 
 

The anticipated collection of net contributions receivable was as follows:   
 

2022 2021

Within one year 2,397,540$       2,468,876$       
One to five years 1,858,418         2,883,750         

Total contributions receivable 4,255,958         5,352,626         
Net present value discount (130,397)           (28,581)             

Net contributions receivable 4,125,561$       5,324,045$       

 
Contributions expected to be collected beyond one year are adjusted to net 
present value by discounting future cash flows. Management used a discount 
factor based on the one- to two-year Treasury rate of 4.00% and 0.70% for the 
years ended August 31, 2022 and 2021, respectively. The change in the net 
present value discount was $101,816 and $39,053 as of August 31, 2022 and 
2021, respectively, and is reflected in donations and government grants on the 
consolidated statements of activities. No allowance for doubtful amounts was 
considered necessary as of August 31, 2022 or 2021. 
 
 

NOTE 4 INVESTMENTS 
   

Fair value is defined as the price that the Theatre would receive upon selling an 
investment in a timely transaction to an independent buyer in the principal or 
most advantageous market of the investment. A three-tier hierarchy is utilized to 
maximize the use of observable market data and minimize the use of 
unobservable inputs to establish the classification of fair value measurements for 
disclosure purposes. Accordingly, the fair value hierarchy gives the highest 
priority to quoted market prices (unadjusted) in active markets for identical assets 
and liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). 
 
The three levels of the fair value hierarchy are described below: 

 
Level 1: Unadjusted quoted prices in active markets for identical, 

unrestricted assets, or liabilities that the Theatre has the ability to 
access at the measurement date. 

 
Level 2:  Quoted prices that are not active or inputs that are observable 

(either directly or indirectly) for substantially the full term of the asset 
or liability.  

 
Level 3:  Prices, inputs, or exotic modeling techniques that are both 

significant to the fair value measurement and unobservable 
(supported by little or no market activity). 

 
The inputs or methodology used for valuing securities are not necessarily an 
indication of the risk associated with investing in those assets. 
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NOTE 4 INVESTMENTS (continued) 
 

As required by U.S. GAAP, an investment’s level within the fair value hierarchy is 
based on the lowest level of any input that is significant to the fair value 
measurement. 
 
The tables below set forth information about the level within the fair value 
hierarchy at which the Theatre’s investments were measured as of August 31, 
2022 and 2021: 

 
 August 31, 2022 
 Total  Level 1  Level 2  Level 3 

        
Cash equivalents        
  Money market funds $ 1,669,868  $ 1,669,868  $ -      $ -     
Investments        
  Money market fund 296,679  296,679  -      -     
  Equity mutual funds 6,849,457  6,849,457  -      -     
  Fixed-income mutual fund 3,843,541  3,843,541  -      -     

Total $ 12,659,545  $ 12,659,545  $ -      $ -     
 

 August 31, 2021 
 Total  Level 1  Level 2  Level 3 

        
Cash equivalents        
  Money market funds $ 2,657,082  $ 2,657,082  $ -      $ -     
Investments        
  Equity mutual funds 7,893,515   7,893,515  -      -     
  Fixed-income mutual fund 4,211,646  4,211,646  -      -     

Total $ 14,762,243  $ 14,762,243  $ -      $ -     
 

 
NOTE 5 PROPERTY AND EQUIPMENT, NET 

 
Property and equipment, net as of August 31, 2022 and 2021 consisted of the 
following: 
 

2022 2021

Land 124,494$          124,494$          
Buildings 4,907,752         4,907,750         
Building improvements 3,079,578         2,962,507         
Furniture and equipment 1,602,814         1,499,326         

Subtotal 9,714,638         9,494,077         

Less : Accumulated depreciation (6,901,913)        (6,561,082)        
Total 2,812,725$       2,932,995         
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NOTE 6 DEBT 
 

During fiscal 2017, the Theatre refinanced its existing mortgage. The loan bears 
interest at a rate of 3.90% and is being amortized over 20 years, with a balloon 
payment due on August 12, 2024. 
 
The Theatre has a line of credit with the same lending institution in the amount of 
$500,000, which matures on demand. The interest rate on this facility at August 
31, 2022 and 2021 was the prime rate plus 0.50%. The line is secured by land, 
buildings, and improvements. There were no outstanding borrowings against the 
line of credit as of August 31, 2022 and 2021, respectively. 
 
The following table summarizes the principal and interest payments due for debt 
through maturity, as of August 31, 2022: 
 

Fiscal Year Principal Interest Total

2023 84,271$          38,533$          122,804$        
2024 928,526          35,237            963,763          

Total 1,012,797$     73,770$          1,086,567$     
 

 
NOTE 7  LOANS PAYABLE 
 

On April 11, 2020, the Theatre and its wholly owned subsidiary, Actors’ Inn, were 
granted forgivable loans (the loans) from Customers Bank (Lender) in the 
amount of $620,803 and $88,267, respectively, under the U.S. Small Business 
Administration’s (SBA) Paycheck Protection Program (PPP). The PPP, 
established as part of the Coronavirus Aid, Relief and Economic Security Act 
(CARES Act), provides for loans to qualifying businesses for amounts up to 2.5 
times the average monthly payroll expenses of the qualifying business.  

 
The loans both bore interest at a rate of 1% per year. As of August 31, 2020, the 
balance outstanding on the loans was $709,070. On March 11, and March 22, 
2021, the loans to the Theatre and Actors’ Inn were fully forgiven by the SBA, 
respectively. These amounts are included in the consolidated statements of 
activities as forgiveness of debt for the year ended August 31, 2021. 

 
On February 18, 2021, Actors’ Inn was granted a second PPP loan from the SBA 
in the amount of $122,588. On March 25, 2021, the Theatre was also granted a 
second PPP loan from the SBA in the amount of $619,416. Both of these loans 
were made with the same interest and forgiveness provisions as the first round of 
PPP loans. Actors’ Inn applied for forgiveness of its second PPP loan on 
September 10, 2021 and was granted full forgiveness by the SBA on September 
20, 2021. This was an expedited process directly with the SBA as the loan was 
under the $150,000 threshold. The Theatre applied for forgiveness of its second 
PPP loan on November 23, 2021 and was granted full forgiveness by the SBA on 
February 22, 2022. These amounts are included in the consolidated statements 
of activities as forgiveness of debt, including interest of $3,214 for the year ended 
August 31, 2022. 
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NOTE 7  LOANS PAYABLE (continued) 
 

On June 29, 2020, the Theatre also received an Economic Injury Disaster Loan 
(EIDL) loan in the amount of $150,000. The EIDL program was expanded under 
the CARES Act to provide economic relief to small businesses and non-profits 
experiencing income loss due to the COVID-19 pandemic. Interest accrues at 
2.75% per year. On March 16, 2021, the SBA extended the deferment period for 
all EIDL loans to 24 months from 12 months. On March 15, 2022, the SBA 
extended the deferment period for all EIDL loans by an additional six months. 
Installment payments, including principal and interest, of $641 monthly will now 
begin on December 1, 2022. All remaining principal and accrued interest is due 
and payable 30 years from the date of the note (maturity date June 29, 2050). 
The loan is collateralized by the Theatre’s property. As of August 31, 2022, the 
balance outstanding on the loan was $150,000, plus accrued interest of $8,962. 
 
 

NOTE 8 RELATED-PARTY NOTE RECEIVABLE (PAYABLE) 
 
On November 9, 2020, the Theatre executed a loan agreement with Actors’ Inn 
in the amount of $150,000. Interest under the loan accrues at a rate of 0.39% per 
year, with principal and interest of $1,414 due monthly beginning six months from 
the date of the note. The balance of principal and interest will be payable nine 
years from the date of the note (maturity date November 9, 2029). As of August 
31, 2021, the balance outstanding on the loan was $150,000, plus accrued 
interest of $474, which was reflected as a note receivable on the Theatre’s 
records and a corresponding note payable on Actors’ Inn. The note has been 
eliminated during consolidation. On November 16, 2021, the note was paid in full 
by Actors’ Inn. 
 
 

NOTE 9 NET ASSETS WITH DONOR RESTRICTIONS 
  
Net assets with donor restrictions as of August 31, 2022 and 2021 are as follows: 
 
 2022  2021 
    
Subject to expenditure for specified purposes    
Artistic and production $ 1,033,615  $ 356,222 
Contributions receivable restricted for artistic 

purposes 3,247,428  2,977,825 
    
Subject to passage of time    
Contributions receivable that are not 

purpose-restricted, but are time restricted 1,042,593  2,925,757 
    

Endowments subject to endowment spending 
policy and appropriation    
Restricted by donors for the following    

Artistic and production 8,719,124  7,369,123 
Total $ 14,042,760  $ 13,628,927 
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NOTE 9 NET ASSETS WITH DONOR RESTRICTIONS (continued) 
 
Net assets were released from restrictions for the years ended August 31, 2022 
and 2021, as follows: 
 
 2022  2021 
    
Subject to expenditure for specified purposes    
Artistic and production $ 579,388  $  228,285 

    
Expiration of time restrictions 1,206,757  1,358,408 

Total $ 1,786,145  $  1,586,693 
 

 
NOTE 10 ENDOWMENTS 

 
U.S. GAAP provides guidance on the net asset classification of donor-restricted 
endowment funds for a not-for-profit organization that is subject to an enacted 
version of the Uniform Prudent Management of Institutional Funds Act of 2006 
(UPMIFA). As required by U.S. GAAP, net assets associated with endowment 
funds are classified and reported based on the existence or absence of donor-
imposed restrictions.  
 
Interpretation of Relevant Law 
 
The Commonwealth of Pennsylvania has not adopted UPMIFA. State law allows 
non-profit organizations to adopt a total return investment policy as provided by 
Act 141 (1988) of Pennsylvania legislature 15 Pa.C.S.A Section 5548 (“total 
return election”). During fiscal 2015, the Theatre elected that its endowment fund 
(the Fund) be governed by the provisions of Section 5548.  

 
Endowment Investment Return Objectives and Risk Parameters 
 
Under this election, the Investment Committee of the Board of Trustees annually 
determines the average fair value of the assets of the Fund over the three 
preceding fiscal years (Fund Value), and selects a percentage of no less than 2% 
or more than 7% of the Fund Value to determine the income from the Fund. The 
percentage elected annually is consistent with the long-term preservation of the 
real value of the Fund.  

 
Strategies Employed for Achieving Objectives 
 
To satisfy its long-term rate-of-return objectives, the Theatre 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 Theatre targets a diversified asset allocation that places a greater emphasis 
on equity-based investments to achieve its long-term return objectives within 
prudent risk constraints. 
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NOTE 10 ENDOWMENTS (continued) 
 

Spending Policy 
 
The Theatre periodically makes distributions from the endowment funds for 
purposes designated by donors. Per the Theatre’s Board-approved spending 
policy, an annual distribution is taken each August. The Board approves the size 
of the annual withdrawal with approval of the budget each fiscal year. The 
withdrawal is between 2% and 10% of the three-year average of the total 
portfolio as of June 30 in each fiscal year.  
 
Board-Designated Endowment Funds 
 
The Board-designated fund is made up of contributions without donor 
restrictions. These funds may be spent at the discretion of the Board or on 
specific programs. 

 
As of August 31, 2022 and 2021, endowment funds were composed of the 
following: 
 

August 31, 2022  

Without 
Donor 

Restrictions  
With Donor 
Restrictions  Total 

       
Board-designated endowment fund  $ 1,973,874  $ -      $ 1,973,874 
Donor-restricted endowment funds       
Original donor-restricted 

endowment fund  -      8,719,124  8,719,124 

Total  $ 1,973,874  $ 8,719,124  $ 10,692,998 
 

August 31, 2021  

Without 
Donor 

Restrictions  
With Donor 
Restrictions  Total 

       
Board-designated endowment fund  $  4,736,037  $ -      $ 4,736,037 
Donor-restricted endowment funds       
Original donor-restricted 

endowment fund  -      7,369,124  7,369,124 

Total  $   4,736,037  $ 7,369,124  $ 12,105,161 
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NOTE 10 ENDOWMENTS (continued) 
 

Board-Designated Endowment Funds (continued) 
 
Changes in endowment funds for the years ended August 31, 2022 and 2021 
were as follows: 
 

August 31, 2022  

Without 
Donor 

Restrictions  
With Donor 
Restrictions  Total 

       
Endowment, beginning of year  $ 4,736,037  $ 7,369,124  $ 12,105,161 
Investment return, net  (1,773,231)  -      (1,773,231) 
Contributions  -      1,350,000  1,350,000 
Appropriations of endowment 

assets under spending rate policy  (988,932)  -      (988,932) 

Endowment, end of year  $ 1,973,874  $ 8,719,124  $ 10,692,998 
 

August 31, 2021  

Without 
Donor 

Restrictions  
With Donor 
Restrictions  Total 

       
Endowment, beginning of year  $ 3,026,386  $ 6,369,124  $ 9,395,510 
Investment return, net  1,891,647  -      1,891,647 
Contributions  -      1,000,000    1,000,000 
Appropriations of endowment 

assets under spending rate policy  (181,996)  -      (181,996) 

Endowment, end of year  $ 4,736,037  $ 7,369,124  $ 12,105,161 
 

Endowment funds with permanent donor restrictions are to be held in perpetuity. 
Investment income earned on donor restricted endowment funds are recorded as 
net assets with or without donor restrictions based on donor stipulations. 
 
From time to time, the fair value of assets associated with donor-restricted 
endowment funds may fall below the level that the donor or UPMIFA requires to 
retain as a fund of perpetual duration. There were no such deficiencies as of 
August 31, 2022 and 2021. 
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NOTE 11 LIQUIDITY AND AVAILABLE RESOURCES 
 
Financial assets available for general expenditures within one year of the date of 
the consolidated statements of financial position consisted of the following: 
 
 2022  2021 
    
Financial assets at year end    
Cash and cash equivalents $ 2,834,050  $ 3,589,751 
Investments 2,270,553  4,736,037 
Contributions receivable 2,397,540  2,468,876 
Other receivables 48,526  4,836 

Total financial assets 7,550,669  10,799,500 
    
Less: Amounts not available to be used within 

one year 
   

Amounts restricted by donors as to purpose 2,389,843  3,404,634 
Board-designated endowment fund 1,973,874  4,736,037 
 4,363,717  8,140,671 

Financial assets available to meet general 
expenditures over the next 12 months $ 3,186,952 

 

$ 2,658,829 
 

As of August 31, 2022, the Board reserved $1,973,874 in investments to 
maintain a stable source of income for the future charitable operations of the 
Theatre. These amounts, although not intended to be spent, could be made 
available in the event of financial distress or a liquidity need. Investments reflect 
marketable securities. Other receivables are subject to implied time restrictions 
but are expected to be collected within one year. 

 
As part of its liquidity management, the Theatre actively manages operating cash 
balances to ensure that sufficient cash is available to fund general expenditures 
as they come due. The Theatre is typically able to generate enough operating 
cash from its ongoing operations to fund general expenditures but has 
procedures in place to utilize other financial assets if necessary. The Theatre 
invests a portion of its cash in excess of daily requirements in various short-term, 
highly liquid investments that can be converted to cash in a short period of time 
in the event of projected shortfall in operating cash or an unanticipated cash 
need. 
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NOTE 12 LEAGUE OF RESIDENT THEATRES 
 
The Theatre is a member of the League of Resident Theatres (LORT), which 
entered into an agreement (the LORT Agreement) with the Actors’ Equity 
Association on May 31, 1991. The LORT Agreement requires the Theatre to 
contribute a fixed amount per week, per actor, to the Equity-League Health 
Benefits Trust Fund, to provide hospitalization and medical benefits. Health 
benefit expenses were $88,754 and $36,074 for the years ended August 31, 
2022 and 2021, respectively. The LORT Agreement also requires the Theatre to 
contribute to the Equity-League Pension Trust Fund a fixed percentage of gross 
actor payroll to provide pension benefits. Pension expenses under the agreement 
for the years ended August 31, 2022 and 2021 were $34,772 and $1,490, 
respectively. 
 
In addition, the Theatre extended its two letters of credit in the amounts of 
$28,550 and $31,923, which can only be drawn by the Actors’ Equity Association 
in the case of non-payment of payroll and related benefits. The letters of credit 
are secured by certificate of deposits in the amount of $28,550 and $31,923, 
respectively. The letters were not drawn on during the fiscal year ended August 
31, 2022.  
 
 

NOTE 13 PENSION PLAN 
 
The Theatre offers a defined contribution salary deferral plan covering all full-
time, non-union, and non-commissioned employees. Under the terms of the plan, 
the Theatre’s contributions are based on years of service and the employee’s 
contribution election. Plan expenses for the years ended August 31, 2022 and 
2021 were $104,688 and $88,403, respectively. 
 
 

NOTE 14 ADVERTISING EXPENSES 
   
The Theatre employs several methods of advertising to market its programs to 
the public. Advertising expenses in fiscal 2022 and 2021 were $383,920 and 
$222,879, respectively.  
 
 

NOTE 15  LEASE COMMITMENT 
 
On March 25, 2004, the Theatre executed an operating lease for parking and 
storage space expiring in 2029. Per the agreement, the Theatre has the option to 
renew the lease for two additional 15-year periods. Effective in 2009, the 
minimum rent payable is adjusted every four years based on the Consumer Price 
Index. The minimum rate could have been adjusted in fiscal year 2022 per the 
agreement, but the monthly rent amount was not changed.  
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NOTE 15  LEASE COMMITMENT (continued) 
 
On June 1, 2021, the Theatre entered into an operating lease for storage space 
expiring on May 31, 2026. During the year, annual base rent under the 
agreement is $31,344, increasing by approximately 3% each year, to a maximum 
annual rent of $34,635. In addition to base rent, the Theatre also pays its share 
of monthly operating expenses of $980, which is subject to increase during the 
remaining lease years. 
 
Rental expense for the years ended August 31, 2022 and 2021, was $58,735 
and $24,611, respectively.  

 
Minimum future rentals to be paid on non-cancelable leases as of August 31, 
2022, for each of the next five years and in the aggregate are: 
 
Year Ending August 31,  Amount 
   

2023  $ 47,753 
2024  48,576 
2025  49,409 
2026  41,396 
2027  15,420 
Thereafter   30,840 

Total  $ 233,394 
 

 
NOTE 16 SUBSEQUENT EVENTS 
 

In preparing the consolidated financial statements, the Theatre evaluated events 
and transactions for potential recognition or disclosure through January 24, 2023, 
the date that the consolidated financial statements were available to be issued. 
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