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Ronald E. Grund, C.P.A.
P.Q. Box 420163

San Diego, Ca 92142
(619) 602-4294

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
CYGNET THEATRE COMPANY
San Diego, California

| have audited the accompanying financial statements of Cygnet Theatre Company, which comprise the
statement of financial position as of June 30, 2015 and 2014, and the related statements of activities,
functional expenses and cash flows for the years then ended, and the related notes to the financial
statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United Slates of America, this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

My responsibility is to express an opinion on these financial staltements based on my audits. | conducted my
audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that | plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence aboul the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of risks of material misstatement of the financiat statements, whether due to fraud or error. In making those
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effecliveness of the entity’s internal control, Accordingly,
I express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

I believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit
opinion.

Opinion
In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Cygnet Theatre Company as of June 30, 2015 and 2014, and the changes in its net assets, and

its cash flows for the years then ended in accordance with accounting principtes generally accepted in the
United States of America.

RONALD E. GRUND, C.P.A.
San Diego, California

September 8, 20156




Cash (including £ 40,000 pledged as security for theatre lease)
Accounts receivable

Prepaid expenses

Deposits

Propesty and equipment, net of accumulated depreciation

Total Assets

Liabiliies:

Accounts payable

Accrued vacation/payrol|

Advance ticket sales

Notes payable to officers/directors/majordonor

Total Liabilities

Commitments and contingencies

Net Assets:

Unrestricted
Temporarily restricted
Total Net Assets

Total Liabilities and Net Asseis

SEE NOTES TO FINANCIAL STATEMENTS

CYGNET THEATRE COMPANY
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2015
(with combined fund totals for 2014)

2015
$ 179,229.64
122,895.00
68,088.97
24,554.58
421,590.76

$ 816,366.95

I

$ 8500693
36,802.53
315,578.21
135,745.19

573,132.86

154,990.09

88,244.00

243.234.09

$ 816,366.95

e —————

2014
$ 118,793.40
106,839.00
63,283.07
29,564.51
457,610.31

$  784,090.29

b ———————

$  128,476.36
21,315.52
311,948.88
57,885.94

e e

519,627.70

183,462.59

81,000.00

264,462.59

$  784,090.28




SUPPORT AND REVENUE

SUPPORT:
CONTRIBUTIONS
FUND RAISING

TOTAL SUPPORT

REVENUE:

TICKET SALES
CONCESSIONS AND OTHER
GOVERNMENT GRANTS
INVESTMENT INCOME

NET ASSETS RELEASED FROM RESTRICTIONS:

SATISFACTION OF PROGRAM RESTRICTIONS

TOTAL REVENUE

TOTAL SUPPORT AND REVENUE
EXPENSES

PROGRAM EXPENSES
FUND RAISING EXPENSES

TOTAL EXPENSES
INCREASE {DECREASE) IN NET ASSETS
NET ASSETS, BEGINNING OF THE YEAR

NET ASSETS, END OF THE YEAR

SEE NOTES TO FINANCIAL STATEMENTS

CYGNET THEATRE COMPANY
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

{with combined fund totals for 2014}

+ 2016
TEMPORARILY COMBINED
UNRESTRICTED RESTRICTED FUNDS
$  723337.23 % BB,244.00 § B11,581.23
160,818.05 - i60,818.05
884,155.28 88,244.00 972,393.28
1,156,604,36 - 1,1566,604.36
67,460.69 - 67,450.69
128,610.00 - 128,610.00
207.78 - 207.78
81,000.00 {81,000.00) -
1,433,882.83 {81,000,00) 1,352,882.83
2,318,038.11 7,244.00 2,325,282.11
2,174,786.90 - 2,i74,785.90
174,723.71 - 171,723.71
2,348,610.61 - 2,346,610.61
(28,472.50) 7.244.00 {21,228.50)
183,462.6¢ 81,000.00 264,462.59
§  154,880.00 $ 8824400 5 243,234,09

2014

T COMBINED

FUNDS

§ 663,015.03

144,662.97

807,678.00

1,050,764.48
71,086.19
117,356.00
305.47

1,239,512.14

2,047,1980.14

1,947,078.39

148,741.09

2,095,819.48

(48,620.34)

313,091.93

§  264,462.59




CASH FLOWS FROM OPERATING ACTIVITIES:
Increass (decrease) in net assels
Adjustments to reconcde change in net assets
to net cash provided twiused In) operating activitles
Depreclation
(ncrease) decrease in operating assets:
Actounts recetvable
Ciher assels
Increase (decrease) in operating BabBides:
Accounts payable
Accrued vacation/payrod
Advance tickel sa'es
Notes payable-officers'diretiors/maior donor
NET CASH FLOWS PROVIDED BY {USED iN) OPERATING ACTMITIES
CASH FLOWS USED IN CAPITAL/FIMAMCING ACTIVITIES
Addtions {disposals) of property and equipment {nat)
HET CASH FLOWS USED IN CAPITAL/FINANCING ACTIVITIES
INCREASE [DECREASE) 11l CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS ¢
Beginnng of the vear
End of the year

SEE ROTES TO FANICIAL STATEMENTS

CYGHET THEATRE COMPANY
STATERENY OF CASH FLOVYS
FORTHE YEAR ENDED JUNE 30, 2014
{with combined fund tolals for the year 2013}

2048 2014

$ (2122850 $ (45629.34)
75,652,060 75.962.00
{18,056.00) 5§.595.60
196.03 (25.522.69)
{43.469.43) 1235523
15.487.01 593040
362033 (6,675.46)
77,858.25 1207281
92,376.6% 75.539.49
(29,842 45) (29,001. 16}
(29.242.45) {29,001.16}
6243624 4553833
116.793.40 1025507

$ 179.92564 § 116,793.40




EXPENSE CATEGORY

COMPENSATION AND BENEFITS
PRODUCTION EXPENSES
ADVERTISING AND MARKETING
OCCUPANCY

COST OF CONCESSION SALES
OFFICE EXPENSE

BANK AND CREDIT CARD FEES
BOX OFFICE EXPENSE
DEPRECIATION

INSURANCE

DUES AND SUBSCRIPTIONS
PROFESSIONAL SERVICES
FUND RAISING EXPENSES
OTHER, MISCELLANEQUS

GRAND TOTAL

SEE NOTES TO FINANCIAL STATEMENTS

CYGNET THEATRE COMPANY

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2016
fwith combined fund totals for 2014)

2015
PROGRAM EFUND
SERVICES RAISING JOTAL

$ 1,318,400.86 $ 86,328.14 $ 1,404,729.10
224,806.04 - 224,806.04
236,549.15 - 236,649.15
202,891.82 - 202,691.82
20,861.60 - 20,861.60
14,326.51 - 14,325.51
44,639.78 - 44,639.78
5,945.32 - 5,945.32
75,962.00 - 75,862.00
12,622.04 - 12,622.04
5,376.54 - 5,376.54
8,775.00 - 8,776.00
- 86,395,567 85,395,57
3,631.14 - 3,63i.14
$ 2,174,786.90 § 171.723.71 $ 2,346,510.61

2014

TOTAL

$ 1,253,045.23
222,853 33
175,466.15
176,487.75
20,767.14
7.836.22
37,174.99
8,929.69
75,962.00
11,568,23
7,850.54
7,880.00
68,807.10

23,091.11



CYGNET THEATRE COMPANY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

Note 1. Nature of Organization and Summary of Significant Accounting Policies

Nature of Organization:

Cygnet Theatre Company was incorporated in December 2002 under the laws of the
State of California as a nonprofit public benefit corporation. Believing in the power of theatre
to startle the soul, ignite, debate and embrace the diversity of the community in which it
serves, the Company, is fearlessly committed to the dissection, examination and celebration
of the human story through the medium of live theatre.

The Company promotes and produces live theatre performances in San Diego,
California. In addition, the Company plans to establish a professional training program for
local theatre artists who seek to improve their craft and skills in a professional environment
under the mentorship of teachers recognized for their skills and experience. The Company's
programs are funded by a combination of grants from governmental and private agencies,

public donations and ticket sales.
A summary of the Company's significant accounting policies follows:

Adoption of new accounting standards:

in 2009 the FASB (Financial Accounting Standards Board) amended the current hierarchy
of GAAP (generally accepted accounting principles) and identified the FASB ASC
(Accounting Standards Codification) as the single source of GAAP recognized by the FASB.
Although the FASB ASC did not change current GAAP, it superseded ali existing standards
applicable to the Company as of the effective date of the new standard The Company has

accordingly, adopted the FASB ASC.
Method of accounting:

The accompanying financial statements have been prepared in accordance with the accrual
method of accounting.

Subsequent events:

The Company has evaluated subsequent events through September 8, 2015 which is the
date the financial statements were first available to be issued.
6



Financial statement presentation:

The Company complies with the FASB ASC in respect to its financial position and activities.
The Company reports information regarding its financial position and activities according to
its three classes of net asseis: unrestricted, temporarily restricted, and permanently
restricted. The combined fund information for the year 2014 has been extracted from the
audited financial statements for the year ended June 30, 2014. Certain reclassifications were
made to the financial statements for the year 2014 to conform to the presentation for 2015.

Contributions:

The Company complies with FASB ASC as to its accounting for contributions. Contributions
are defined as an unconditional transfer of cash or other assets to an entity or a settlement
or cancellation of Its liabilities in a voluntary non-reciprocal transfer. Other assets in this
connecfion include use of facilities (or utilities), services and unconditional promises to give
these items in the future. Contributions received are recorded as unrestricted, temporarily
restricted, or permanently restricted depending on the existence and/or nature of any donor
restrictions. Generally contributions received, including unconditional promises to give, are
recognized as revenues in the period received at fair value. |n situations where promises to
give are conditioned on the Company incurring certain qualifying expenses such promises
become unconditional when the expenses are incurred. Accordingly, these revenues and
costs are recognized as costs are incurred.

The Company reports grants, contracts, and gifts of cash and other assets as temporarily
restricted suppoit if they are received with stipulations that limit the use of the assets. When
a restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from restrictions.
However, the Company follows a practice of recording as unrestricted income all
contributions (grants) where restrictions lapse in the same fiscal year in which they are

received.

Cash and cash equivalents:

For purposes of reporting cash, the Company considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents.

Property and equipment:

Property and equipment are recorded at cost for purchased assets and fair market value at
the date of acquisition for donated assets. Property and equipment acquired with grant
funds are considered to be owned by the granting agency and accordingly reflected as
program expenditures and are not capitalized by the Company. Donations of assets are

7




recorded as unrestricted support uniess the donor stipulates a specific period over which the
asset must be used by the Company.

Depreciation is provided on the straight-line basis over the estimated useful lives of the
assets.

Special Events:

For special fund raising events, which are significant and ongoing, revenues and expenses
are reported gross.

Donated services:

The Company follows the practice of recording donated services only in instances where
non-financial assets are thereby created or enhanced or where services are provided which
require specialized skills, are provided by such skilled individuals and would typically need to
be purchased. In addition, the Company's programs and fund raising activities have
benefited from the significant amounts of time donated by other volunteers; however, no
accounting recognition has been given to these additional donated services.

Use of Estimates:

The preparation of financial statements in conformity with 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 the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Fair value of financial instruments:

The recorded value of the Company's financial instruments approximates their fair values.
Financial instruments include cash, accounts receivable and accounts payable.

Economic Concentrations:

The Company's operations are concentrated in San Diego County. Management is not
aware of the existence of any severe or substantial cut backs pending due to the described

concentrations of economic risk.

Note 2. Property and Equipment
Property and equipment are stated and cost and consists of the following:
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Tenant improvements $ 468,178.83

Equipment 503,730.80
Less : accumulated depreciation (650,318.87)
Net property and equipment $_421,590.76

Note 3. Commitments and contingencies

The Company leases its office facility under a month to month rental agreement. The
Company leases its rehersal facility under a lease requiring monthly payments of $ 2,400
through its expiration in July 2017. In addition, the Company has entered into a
Concession Agreement with the State of California which requires percentage rentals of
3% on gross receipts against minimum annual rentals of $ 40,000 through 2018. Total rental
expense was $ 102,248 for the year ended June 30, 2015.

The Company receives funding from government agencies which is restricted under the
terms of the related funding agreements. Expenditures are charged against these restricted
funds are subject to audit by the funding agencies. It is possible future audits will result in
expenditure disallowances; however, based on their knowledge of the funding agencies and
the fact that no material cost disallowances have occurred in the past, management believes
that any such disallowances will not be material.

Note 4. Notes Payable to Officers/Directors/Major Donor

At June 30, 2015 the Company is indebted to officers/directors/major donor in the amount
of $ 135,745.19 for cash advances to the Company. The notes are due in full by June 30,

2018.

Note 5. Pension Costs

The Company's employees are not covered by a Company sponsored pension plan.

Note 6. Income Tax Status
No provision for income taxes has been provided in the financial statements as the

Company has qualified for exemption from income taxes under Federal and State
Revenue Codes. The Company is subject to income taxes on unrelated business

income, if any. )
Note 7. Supplementary information on Program Outputs (Measures of Performance)
The Company presents a year — long series of main stage productions that reflect a wide

9




diversity of material drawn from comedies to dramas, cutting edge work to classical
musicals, and the season typically includes aitistically challenging plays that are not often
seen in the San Diego community.

For the year ended June 30, 2015 the Company produced a fofal of 238 performances at
the Old Town theatre. Total attendance for the main stage productions was 40,017.

In addition, the Company held free abridged performances of Shakespeare and other
classics in Old Town Historic State park three times a week. More than 10,000 people saw
these outdoor performances.

Note 8 Temporarily Restricted and Permanently Restricted Net Assets

At June 30, 2015 the Company has no permanently restricted net assets. Temporarily
restricted net assets of $ 88,244 are earmarked for expenditures in fiscal 2014.
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