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(D PERKINS &CO

1211 SW Fifth Avenue, Suite 1000 Telephone: 503.221.0336
Portland, Oregon 97204-3710 Fax: 503.294.4378

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Portland Playhouse
Portland, OR

We have audited the accompanying financial statements of Portland Playhouse (a non-profit organization)
which comprise the statement of financial position as of July 31, 2017, and the related statements of
activities and changes in net assets, functional expenses and cash flows for the year then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Portland Playhouse as of July 31, 2017, and the changes in its net assets and its cash

flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.



Report on Summarized Comparative Information

We have previously audited Portland Playhouse’s 2016 financial statements, and our report dated
November 22, 2016 expressed an unmodified opinion on those financial statements. In our opinion, the
summarized comparative information presented herein as of and for the year ended July 31, 2016, is
consistent an all material respects with the audited financial statements from which it has been derived.

Q@(‘L&(\S l% Cbh\qﬁ(\\/, QC

November 14, 2017



PORTLAND PLAYHOUSE
STATEMENT OF FINANCIAL POSITION
JULY 31, 2017
(with comparative totals for 2016)

2017 2016
ASSETS
Cash and cash equivalents $ 745,763 $ 276,565
Investments 36,523 38,146
Pledges receivable - net 737,903 620,547
Prepaid expenses and other assets 29,930 39,304
Property and equipment - net 212,835 124,732
Total assets $ 1,762,954 $ 1,099,294
LIABILITIES AND NET ASSETS
LIABILITIES:
Accounts payable $ 561  $ 2,576
Accrued payroll liabilities 4,966 4,879
Deferred revenue 47,698 31,185
Total liabilities 53,225 38,640
COMMITMENTS AND CONTINGENCIES
NET ASSETS:
Unrestricted:
Board designated reserve 10,000 10,000
Available for programs and operations 293,288 169,035
Total unrestricted net assets 303,288 179,035
Temporarily restricted 1,406,441 881,619
Total net assets 1,709,729 1,060,654

$ 1,762,954 $ 1,099,294

See notes to financial statements.
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PORTLAND PLAYHOUSE
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JULY 31, 2017

(with comparative totals for 2016)

OPERATING SUPPORT AND REVENUE:
Support:
Corporations
Foundations
Government grants
Individuals
In-kind support
Special projects
Total operating support

Revenue:
Educational services
Season subscriptions
Single tickets
Other income
Total operating revenues

Net assets released from restrictions
Total operating support and revenues

OPERATING EXPENSES:
Artistic expenses
Education expenses
Management and general expenses
Fundraising expenses
Total operating expenses

Net operating income (loss)

NON-OPERATING INCOME AND (EXPENSE):

Unrealized loss on investments

Non-operating expenses

Capital campaign contributions

Capital campaign funds released from restrictions

Total non-operating income and expense

INCREASE IN NET ASSETS
NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

Temporarily Total
Unrestricted Restricted 2017 2016
$ 18,741 $ - $ 18,741 $ 2,943
259,575 - 259,575 238,500
54,282 - 54,282 59,784
253,049 32,500 285,549 331,063
21,907 - 21,907 81,197
23,752 - 23,752 30,090
631,306 32,500 663,806 743,577
40,982 - 40,982 33,259
62,964 - 62,964 58,129
178,371 - 178,371 184,710
31,244 - 31,244 30,836
313,561 - 313,561 306,934
60,500 (60,500) - -
1,005,367 (28,000) 977,367 1,050,511
571,080 - 571,080 550,956
128,081 - 128,081 114,564
138,508 - 138,508 131,626
138,168 - 138,168 162,658
975,837 - 975,837 959,804
29,530 (28,000) 1,530 90,707
(1,623) - (1,623) (10,425)
(81,566) - (81,566) (24,299)
- 730,734 730,734 867,313
177,912 (177,912) - -
94,723 552,822 647,545 832,589
124,253 524,822 649,075 923,296
179,035 881,619 1,060,654 137,358
$ 303,288 $ 1,406,441 $ 1,709,729 $ 1,060,654

See notes to financial statements.
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PORTLAND PLAYHOUSE
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JULY 31, 2017
(with comparative totals for 2016)

Program Services Total Supporting Services Total
Artistic Education Program Management Supporting Total
Services Services Services and General Fundraising Services 2017 2016

Salaries $ 149,830 $ 50,640 $ 200,470 $ 63,253 $ 72,023 $ 135,276 $ 335746 3 359,331
Prospecting - - - - 19,768 19,768 19,768 13,898
Professional fees - - - 23,187 - 23,187 23,187 22,538
Supplies - - - 4,269 - 4,269 4,269 3,857
Gifts in kind - - - - 22,660 22,660 22,660 22,587
Postage and shipping - - - 2,011 - 2,011 2,011 1,155
Occupancy 31,147 4,450 35,597 8,899 - 8,899 44,496 45,137
Education programs - 56,057 56,057 - - - 56,057 38,151
Production sets and costumes 30,471 - 30,471 - - - 30,471 32,841
Advertising and marketing 67,738 16,935 84,673 - - - 84,673 94,571
Royalties 18,719 - 18,719 - - - 18,719 20,570
Atrtistic costs 16,162 - 16,162 - - - 16,162 11,282
Printing and publications - - - 1,090 - 1,090 1,090 1,952
Travel - - - 817 - 817 817 493
Conferences and meetings - - - 8,072 - 8,072 8,072 8,420
Director, stage production, and actor fees 257,012 - 257,012 - - - 257,012 219,066
Recognition awards - - - 405 - 405 405 297
Insurance - - - 3,898 - 3,898 3,898 6,684
Special events - - - - 23,717 23,717 23,717 26,729
Other expenses - - - 11,587 - 11,587 11,587 19,309
Total other expenses 571,080 128,081 699,161 127,488 138,168 265,656 964,817 948,868
Expenses before depreciation 571,080 128,081 699,161 127,488 138,168 265,656 964,817 948,868
Depreciation of property and equipment - - - 11,020 - 11,020 11,020 10,936
TOTAL FUNCTIONAL EXPENSES $ 571,080 3$ 128,081 $ 699,161 $ 138,508 3 138,168 3$ 276,676 $ 975,837 3 959,804

See notes to financial statements.
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PORTLAND PLAYHOUSE
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JULY 31, 2017

(with comparative totals for 2016)

CASH FLOWS FROM OPERATING ACTIVITIES:
Increase in net assets $
Adjustments to reconcile increase in net assets to net

cash provided by operating activities:
Unrealized loss on investments
Depreciation
In-kind contributions of property and equipment
Contribution of investments
Amortization of discount on multi-year pledge
Net changes in:
Receivables
Prepaid expenses and other assets
Accounts payable
Accrued payroll liabilities
Deferred revenue

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Proceeds from sale of investments

Net cash provided by (used in)
investing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR $

2017 2016
649,075 923,296
1,623 10,425
11,020 10,936
- (53,610)
(155,168) (48,571)
(9,689) 16,686
(107,667) (588,630)
9,374 14,011
(2,015) 2,576
87 4,879
16,513 (12,384)
413,153 279,614
(99,123) (24,804)
155,168 -
56,045 (24,804)
469,198 254,810
276,565 21,755
745,763 276,565

See notes to financial statements.
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PORTLAND PLAYHOUSE
NOTES TO FINANCIAL STATEMENTS
JULY 31, 2017
(with comparative totals for 2016)

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - The Portland Playhouse (“the Organization”) is a professional theatre that serves the
Portland, Oregon community. It was founded in 2008 with the mission of producing quality, intimate,
performances in which the interaction between artists and audience is paramount. The Organization holds
theatre to be in a space in which people of all social, economic, racial, sexual and political backgrounds
can come together to celebrate the complexity of shared human experience. The Organization also
provides educational services to the community.

The significant accounting policies are described below to enhance the usefulness of the financial
statements.

Basis of Accounting - The financial statements of the Organization have been prepared on the accrual
basis of accounting in accordance with generally accepted accounting principles in the United States of
America.

Basis of Presentation - Net assets and all balances and transactions are presented based on the existence
or absence of donor-imposed restrictions. Accordingly, the net assets of the Organization and changes
therein are classified and reported as follows:

e Unrestricted net assets — Net assets not subject to donor-imposed stipulations. Unrestricted net
assets include net assets for which the Board of Directors has imposed various internal
stipulations as to usage.

o Temporarily restricted net assets — Net assets subject to donor-imposed stipulations that will be
met either by actions of the Organization and/or the passage of time.

e Permanently restricted net assets — Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Organization. The Portland Playhouse had no permanently
restricted net assets for the years ended July 31, 2017 and 2016.

Revenue Recognition - Revenues are reported as increases in unrestricted net assets unless use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted
net assets. Gains and losses on investments and other assets or liabilities are reported as increases or
decreases in unrestricted net assets unless their use is restricted by explicit donor stipulation or by law.
Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled
and/or the stipulated time period has elapsed) are reported as net assets released from restrictions.

Contributions, including unconditional promises to give, are recognized as revenues in the period
received. Conditional promises to give are not recognized until they become unconditional, that is when
the conditions on which they depend are substantially met. Contributions received with donor-imposed
restrictions and related gains and investment income that are met in the same year as received are reported
as unrestricted revenues.

Educational services revenue is recognized when earned. Season subscription revenue is recognized
proportionally upon completion of each individual show and single ticket revenue is recognized upon
completion of each show performance.



Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires that management make estimates and
assumptions that affect the reported amounts of assets and liabilities, the 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. Estimates are used in accounting for, among other things, depreciation and
amortization, allowance for doubtful accounts, present value of unconditional promises to give, and in-
kind contributions. Actual results could differ from those estimates.

Cash and Cash Equivalents - The Organization considers all short-term investments with an original
maturity of three months or less to be cash equivalents.

Credit _Risk - Financial instruments that potentially subject the Organization to credit risk consist
principally of cash at financial institutions and investments. At times, the balances in cash accounts may
be in excess of FDIC insurance limits. Management continuously monitors the Organization’s balances
at financial institutions and invests excess operating cash in short-term investments.

Investments - Investments are accounted for in accordance with Accounting Standards Codification
(*ASC”) 958-320, Not-For-Profit Entities: Investments — Debt and Equity Securities. Marketable
securities with readily determinable fair values and all investments in debt securities are valued at their
fair value in the statement of financial position.

Net appreciation (depreciation) in fair value of investments, which consists of both the realized gains or
losses and the unrealized appreciation (depreciation) of those investments, is reported in the statement of
activities. Interest income is accrued as earned and reported net of investment advisory and transaction
fees.

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall
market volatility risks. Due to the level of risk associated with certain investment securities, it is at least
reasonably possible the changes in the values of investment securities will occur in the near term and that
such changes could materially affect account balances and the amounts reported in the statement of
financial position.

Pledges Receivable - Pledges receivable are comprised of amounts due from various contributors.
Pledges to give are recognized as revenue or gains in the period the promises are received and as assets
and contributed revenue. Contributions that are restricted by the donor are reported as increases in
unrestricted net assets if the restrictions expire in the fiscal year in which the contributions are recognized.
All other donor-restricted contributions are reported as increases in temporarily or permanently restricted
net assets depending on the nature of the restrictions. When a restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assets. The Organization has no permanently restricted
contributions. No allowance has been recorded for uncollectible pledges.

Four donors accounted for approximately 80% of pledges receivable as of July 31, 2017, four donors
accounted for 69% of pledges receivable as of July 31, 2016. One donor accounted for approximately
16% and 12% of revenue for the years ended July 31, 2017 and 2016, respectively.

Property and Equipment - Property and equipment is stated at cost or, if acquired by gift, at the
estimated fair value at the date of the gift. The Organization’s policy is to capitalize property and
equipment greater than $500. Maintenance and repairs are charged to expense as incurred while
significant replacements and betterments are capitalized. When assets are retired or otherwise disposed
of, the cost and related accumulated depreciation are removed from the accounts, and any gain or loss on
disposition is reflected in other income.




Depreciation is computed using the straight-line method based upon the estimated useful lives of the
assets from the date when the assets were placed in service. The useful lives for property and equipment
are as follows:

Years
Equipment and furniture 7 years
Leasehold improvements 15 years
Buildings 30 years

Deferred Revenue - Deferred revenue represents monies received in advance for performance and season
ticket purchases. The amount will be recognized as revenue in accordance with the Organization’s
revenue recognition policy.

Income Taxes - The Organization has been recognized by the Internal Revenue Service as exempt from
income tax in accordance with Section 501(c)(3) of the Internal Revenue Code and is therefore generally
exempt from federal and state income taxes.

Management does not consider any of the activity of the Organization to be considered unrelated business
income that could result in income tax. For the years ended July 31, 2017 and 2016, there were no tax
interest or penalties reflected in the statements of activities or in the statements of financial position.

In-Kind Contributions - Contributions of services and other expenses are recognized if they directly
benefit the Organization. In-kind contributions amounted to $21,907 and $81,197 during the years ended
July 31, 2017 and 2016, respectively.

Allocation of Expenses - The costs of providing the various program and supporting services of the
Company have been summarized on a functional basis in the statements of activities and changes in net
assets. Accordingly, certain costs have been allocated among the program and supporting services
benefited. Expenses that can be identified with a specific program are allocated directly according to
their natural expenditure classification.

Summarized Financial Information for 2016 - The financial statements include certain prior-year
summarized comparative information. Such information does not include sufficient detail to constitute a
presentation in conformity with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the Organization’s financial statements
for the year ended July 31, 2016, from which the summarized information was derived.

Recently Adopted Accounting Standards - In February 2016, the Financial Accounting Standards
Board (“FASB”) issued Accounting Standards Update (“ASU”) 2016-02, Leases. The new standard
establishes a right-of-use (“ROU””) model that requires a lessee to record a ROU asset and a lease liability
on the balance sheet for all leases with terms longer than 12 months. Leases will be classified as either
finance or operating, with classification affecting the pattern of expense recognition in the income
statement. The new standard is effective for fiscal years beginning after December 15, 2019, with early
adoption permitted. A modified retrospective transition approach is required for lessees for capital and
operating leases existing at, or entered into after, the beginning of the earliest comparative period
presented in the financial statements, with certain practical expedients available. The Organization has
not yet evaluated the impact of adopting this standard.




In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, which supersedes
nearly all existing revenue recognition guidance under accounting principles generally accepted in the
United States of America (“U.S. GAAP”). The core principle of ASU 2014-09 is to recognize revenues
when promised goods or services are transferred to customers in an amount that reflects the consideration
to which an entity expects to be entitled for those goods or services. ASU 2014-09 defines a five-step
process to achieve this core principle and, in doing so, more judgment and estimates may be required
within the revenue recognition process than are required under existing U.S. GAAP. The standard is
effective for annual periods beginning after December 15, 2018. The Organization has not yet evaluated
the impact of adopting this standard.

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of
Financial Statements of Not-for-Profit Entities. The new standard simplifies and improves the
presentation of the financial statements and enhances the disclosures in the notes. The new standard,
among other things, decreases the number of net asset classes from three to two. The new classes will be
net assets with donor restrictions and net assets without donor restrictions. The new standard is effective
for fiscal years beginning after December 15, 2017, with early adoption permitted. The Organization has
not yet evaluated the impact of adopting this standard.

Subsequent Events - The Company has performed an evaluation of subsequent events in accordance
with ASC Topic 855, Subsequent Events, through November 14, 2017, which is the date these financial
statements were available to be issued.

NOTE 2 - INVESTMENTS

Investments consist of securities in one large cap corporate stock which was donated during 2016 and is
stated at fair value based on quoted prices in active markets, qualifying as a level 1 fair value in the fair
value hierarchy. Investments held at July 31, 2017 and 2016 were valued at $36,523 and $38,146,
respectively, with a cost of $48,571 and $1,623 and $10,425 of unrealized losses during the years ended
July 31, 2017 and 2016, respectively. Interest and dividends earned totaled $23 and $738 during the years
ended July 31, 2017 and 2016, respectively.

NOTE 3 - PLEDGES RECEIVABLE

The Organization’s pledges receivable are comprised primarily of contributions from private donors and
foundations. Pledges receivable consist of the following at July 31.:

2017 2016

Unconditional pledges receivable $ 745722 $ 638,055

Less: Unamortized discount (7,819) (17,508)

Net pledges receivable $ 737903 $ 620,547
The pledges receivable are due as follows:

Less than one year $ 497308 $ 337,419

One to five years 248,414 300,636

Total pledges receivable $ 745722 $ 638,055
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Pledges promised over multiple years are assessed a discount for the present value discount for the time
value of the pledge. The applicable discount rate at July 31, 2017 and 2016 was 3.25%. The multi-year
discount as of July 31, 2017 and 2016 was $7,819 and $17,508, respectively.

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at July 31:

2017 2016
Office furniture and equipment $ 78,113 % 75,336
Work in process - capital campaign 172,101 75,755

250,214 151,091
Less accumulated depreciation (37,379) (26,359)

$ 212835 $§ 124,732

Depreciation expense was $11,020 and $10,936 for the years ended July 31, 2017 and 2016, respectively.

NOTE 5- RESTRICTIONS ON NET ASSETS

The board designated net assets of $10,000 to fund projects specifically for board approval as of July 31,
2017 and 2016. These funds are still classified as unrestricted net assets within these financial statements
as the restriction is not externally imposed.

Temporarily restricted net assets are restricted for the following purposes or periods as follows:

2017 2016
Pledges receivable $ 32500 $ 42,750
Restricted for subsequent years’ activities - 18,000
Capital campaign restricted funds 1,373,941 820,869
Total temporarily restricted net assets $ 1406441 $ 881,619

Net assets released from restrictions by meeting contribution time requirements from prior years were
$60,500 and $90,922 for the years ended July 31, 2017 and 2016, respectively.

The Organization records funding received for the capital campaign as temporarily restricted until
appropriate expenditures are incurred. For the years ended July 31, 2017 and 2016, the Organization
incurred $177,912 and $46,444 of appropriate expenditures, respectively, of which $81,566 and $24,299
was expensed, while $96,346 and $22,145 was capitalized, respectively, as work in process.

NOTE 6 - TRANSACTIONS WITH RELATED PARTIES
The Organization leases the facility located at 602 NE Prescott Street from Playhouse on Prescott, LLC
owned by the current board chairman and relative of employees of the Organization. Rent expense for the

facility amounted to $2,300 per month. Total rent expense totaled $26,700 and $24,000 for the years
ended July 31, 2017 and 2016 respectively.
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The lease continues through October 31, 2045, however, the Organization may elect to terminate the lease
at any time upon six months’ notice. Rent increased to $2,300 per month for the year ended July 31,
2017, followed by a 2% increase per year for the full term of the lease. Future minimum rental payment
commitments due under the lease are $14,076 for the year ending July 31, 2018.

The lease contains an option for the Organization to purchase Playhouse on Prescott, LLC. The sales
price shall be equal to the original purchase price of $625,000, plus all capital improvements, repairs,
expenses, and maintenance paid for by the landlord. If the lease is terminated by the Organization, the
building shall be sold and the proceeds shall be paid first to the members of Playhouse on Prescott, LLC
to recoup their total investment and Portland Playhouse would receive any remaining proceeds.

Contributions from board members were $84,750 and $133,075 for the years ended July 31, 2017 and
2016, respectively.

NOTE 7 - CAPITAL CAMPAIGN

During 2016, the Organization commenced a capital campaign designed to raise funds to support
substantial renovations of the Organization’s leased facilities for theatrical performances and general
operations. In connection with this capital campaign, the Organization increased various operating
expenses including salaries to support fundraising and other operational functions to support the
campaign.
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