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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Management of
Matrix Theatre Company
Detroit, MI

We have audited the accompanying financial statements of Matrix Theatre Company (a nonprofit organization), 
which comprise the statement of financial position as of September 30, 2019, and the related statements of 
activities 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 from 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 Matrix Theatre Company as of September 30, 2019, 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.

Jason F. Clausen, P.C
Fraser, MI
August 20, 2020



MATRIX THEATRE COMPANY
STATEMENT OF FINANCIAL POSITION

SEPTEMBER 30, 2019

Assets
Current assets

Cash and cash equivalents 39,115$       
Investments 21,072        
Accounts and grants receivable - current, net 45,813        
Prepaid expenses 2,500          

Total current assets 108,500       

Property and equipment, net 12,655        

Other assets
Grants receivable, net of current portion 20,000        

Total other assets 20,000        

Total assets 141,155       

Liabilities and net assets
Current liabilities

Accounts payable 8,082          
Accrued expenses 1,177          

Total current liabilities 9,259          

Total liabilities 9,259          

Net assets
Net assets without donor restrictions 43,809        
Net assets with donor restrictions 88,087        

Total net assets 131,896       

Total liabilities and net assets 141,155$     

See independent auditor's report and notes to the financial statements
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MATRIX THEATRE COMPANY
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2019

Total
Revenue and other support

Government grants 24,000$        -$              24,000$       
Grants and contributions 25,494          115,100        140,594       
Program fees 35,987          -                35,987        

29,651          -                29,651        
Investment income 347               -                347             
Contributed goods and services 4,800            4,800          
Net assets released from restrictions 62,685          (62,685)         -              

Total revenue and other support 182,964        52,415          235,379       

Expense
Program services 169,562        -                169,562       
Management and general 41,162          -                41,162        
Fundraising 4,021            -                4,021          

Total expense 214,745        -                214,745       

Change in net assets (31,781)         52,415          20,634        

Net assets, beginning of period 75,590          35,672          111,262       

Net assets, end of period 43,809$        88,087$        131,896$     

Special events, net of direct costs
 totaling $2,728

Net Assets 
Without Donor 

Restrictions

Net Assets 
With Donor 
Restrictions

See independent auditor's report and notes to the financial statements
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MATRIX THEATRE COMPANY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED SEPTEMBER 30, 2019

Management
Program and 

Description Services General Fundraising Total

Salaries and wages 59,074$       17,328$       2,363$        78,765$       
Payroll taxes 5,035          1,477          201             6,713          
Employee benefits 5,028          1,475          201             6,704          
Professional and contractual services 30,408        12,230        -              42,638        
Occupancy 34,386        3,907          782             39,075        
Telephone and internet 6,947          789             158             7,894          
Equipment and office 2,822          321             64               3,207          
Registration, dues, and bank fees 2,761          314             63               3,138          
Production and merchandise costs 7,826          -              -              7,826          
Advertising and promotion 1,814          2,309          -              4,123          
Lodging and meals 165             165             -              330             
Insurance 6,878          782             156             7,816          
Depreciation 6,418          65               33               6,516          

Total expenses on the statement of activities 169,562$     41,162$       4,021$        214,745$     

See independent auditor's report and notes to the financial statements
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MATRIX THEATRE COMPANY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED SEPTEMBER 30, 2019

Cash flows from operating activites
Change in net assets 20,634$       
Adjustments to reconcile change in net assets

to net cash provided by operating activities
Depreciation 6,516          
Reclassify investment income (347)            

Changes in operating assets and liabilities
Increase in receivables (27,277)       
Increase in prepaid expenses (29)              
Increase in accounts payable 4,623          
Decrease in accrued expenses (375)            
Decrease in deferred revenue (1,650)         

Net cash provided by operating activities 2,095          

Cash flows from investing activities
Cash from sale of investments 25,000        

Net cash provided by investing activities 25,000        

Net increase in cash and cash equivalents 27,095        

Cash and cash equivalents, beginning of period 12,020        

Cash and cash equivalents, end of period 39,115$       

Cash paid for interest during the fiscal year was $0.

See independent auditor's report and notes to the financial statements
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MATRIX THEATRE COMPANY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED SEPTEMBER 30, 2019 

See independent auditor’s report and financial statements 
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NOTE 1 – NATURE OF ACTIVITIES  
 
Matrix Theatre Company (the “Organization”) is a nonprofit organization exempt from federal 
income taxes under Section 501(c)(3) of the Internal Revenue Code as an organization that 
is not a private foundation. The Organization is dedicated to fostering a community of 
creativity and social justice through the development and productions of original theatre. 
 
The Organization uses the transformative power of theatre to change lives, build community, 
and foster social justice. It creates opportunities for children, youth, adults and elders, 
especially those in isolated or challenged communities to become creators, producers, and 
audience of theatre. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Basis of Accounting  
The financial statements have been prepared on the accrual basis of accounting in accordance 
with accounting principles generally accepted in the United States of America.  
 
Use of Estimates  
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America 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 revenue and expenses during the reporting period. Actual results could differ from 
those estimates.  
 
Classification of Net Assets 
The Organization prepares it financial statements in accordance with FASB ASC 958-205, 
“Financial Statements of Not-for-Profit Organizations”. Under FASB ASC 958-205, the 
Organization is required to report information regarding its financial position and activities 
according to two classes of net assets: net assets without donor restrictions, and net assets 
with donor restrictions. As permitted under the provisions of FASB 958-605, the Organization 
records donor-restricted contributions whose restrictions have been satisfied in the same 
reporting period as unrestricted support in such year. 

Recognition of Donor Restrictions 
Contributions that are restricted by the donor are reported as an increase in net asset with 
donor restrictions. When the restriction expires, net assets with donor restrictions are 
reclassified to net assets without donor restrictions. 
 
Cash and Cash Equivalents  
Cash and cash equivalents are defined as cash on hand and demand deposits in banks plus 
short-term investments that are readily convertible to cash as well as investments with 
original maturities of three months or less.  
 
Concentration of Credit Risk  
The Organization places its cash with federally insured financial institutions. The 
Organization’s balances in the accounts may, at times, exceed $250,000, up to which is 
federally insured. Management has deemed this as a normal business risk. As of September 
30, 2019, the Organization did not have any deposits in excess of federally insured limits.  
 
Accounts and Grants Receivable, Net  
Accounts, contributions, and grants receivable are stated at unpaid balances, less an  



MATRIX THEATRE COMPANY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED SEPTEMBER 30, 2019 

See independent auditor’s report and financial statements 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
allowance for doubtful accounts. The Organization provides for losses on accounts receivable 
using the allowance method. The allowance is based on experience and other circumstances, 
which may affect the ability of grantors, contributors, schools, or other serviced organizations 
to meet their obligations. Management estimates the allowance for doubtful accounts as of 
September 30, 2019 to be $16,039.   
 
Receivables are considered impaired if payments are not received in accordance with the 
grant, contributor, or other contractual terms. It is the Organization's policy to charge off 
uncollectible accounts receivable when management determines the receivable will not be 
collected.  
 
Current Financial Assets 
The Organization has $106,000 of financial assets available within one year of the balance 
sheet date to meet cash needs for general expenditure consisting of cash of $39,115, 
investments of $21,072 and the current portion of grants and accounts receivable totaling 
$45,813. Certain grants receivable amounts are subject to donor restrictions as outlined in 
Note 6. The Organization has a goal to maintain financial assets, which consist of cash and 
short-term investments, on hand to meet 60 days of normal operating expenses, which are, 
on average, approximately $35,791. The Organization has a policy to structure its financial 
assets to be available as its general expenditures, liabilities, and other obligations come due. 
 
Contributed Goods and Services  
Contributed goods and services are recorded at fair values as revenues and expenses in the 
year pledged. In addition, the Organization receives services from a large number of 
volunteers who give significant amounts of their time to the Organization's programs, 
fundraising and management. Such services may include those that (a) create or enhance 
nonfinancial assets, or (b) require specialized skills provided by individuals possessing those 
skills and would typically need to be purchased if not contributed. The fair value of such 
services is recorded as revenue and as expense to the organization.  
 
Property and Equipment  
Property and equipment purchased by the Organization is carried on its books at cost. 
Property and equipment donated to the Organization has been recorded at its estimated value 
at the date of receipt by the Organization. Expenditures for major betterments and additions 
are charged to the property accounts, while replacements, maintenance and repairs which do 
not improve or extend the life of the respective assets are expensed currently.  
 
Depreciation of property and equipment is provided under the straight-line method over the 
estimated useful lives of the respective assets.  
 
Expense Allocation 
The costs of providing various programs and other activities have been summarized on a 
functional basis in the statements of activities. Accordingly, certain costs have been allocated 
among the programs and supporting services benefited. Directly identifiable expenses are 
charged to program and supporting services. Other expenses such as personnel costs, 
occupancy costs, insurance, and general office expenses are allocated to program and 
supporting services on the basis of periodic time and expense analyses as determined by 
management. General and administrative expenses include those expenses that are not 
directly identifiable with any other specific function but provide for the overall support and 
direction of the Organization. 
 



MATRIX THEATRE COMPANY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED SEPTEMBER 30, 2019 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Advertising Expenses 
Advertising costs are expensed as they are incurred. For the year ended September 30, 2019, 
advertising expenses totaled $4,123. 
 
Income Taxes  
The Organization is a nonprofit organization exempt from Federal income taxes under Section 
501(c)(3) of the Internal Revenue Code and therefore, is not subject to income tax on income 
derived from its exempt function. The Organization is no longer subject to examination by the 
Internal Revenue Service for tax years that ended prior to September 30, 2017.  
 
NOTE 3 – INVESTMENTS 

Generally accepted accounting principles (GAAP) defines fair value as the exchange price that 
world be received for an asset or paid to transfer a liability (an exit price) in the principal or 
most advantageous market for the asset or liability in an orderly transaction between market 
participants on the measurement date.  GAAP also established a fair value hierarchy which 
requires an entity to maximize the use of observable inputs and minimize the use of 
unobservable inputs when measuring fair value.  The standard describes three levels of inputs 
that may be used to measure fair value: 

Basis of Fair Value Measurement 

Level 1: 

Valuations based on quoted prices in active markets for identical assets or liabilities 
that the Organization has the ability to access. 

Level 2: 

Valuations based on quoted prices for similar assets or liabilities, quoted prices in 
markets that are not active, or other inputs that are observable or can be corroborated 
by observable data for substantially the full term of the assets or liabilities. 

Level 3: 

Valuations based on unobservable inputs (i.e., the Organization’s own data). 

As required by GAAP, financial assets and liabilities are classified in their entirety based on 
the lowest level of input that is significant to the fair value measurement.  The assessment of 
the significance of a particular input to the fair value measurement requires judgment and 
may affect the valuation of assets and liabilities and their placement within the fair value 
hierarchy levels. 

Following is a description of the valuation methodologies used for assets measured at fair 
value:  

Money market funds: Valued at the fair value of the fund at the close of the stock market on 
the last business day of the year.  

Mutual Funds: Valued at the accumulated unit value of the units held at the end of the year. 
 
The following table presents financial assets measured at fair value on a recurring basis as of 
September 30, 2019: 
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NOTE 3 – INVESTMENTS (CONTINUED) 

   

In Active 
Markets 

for 
Identical 
Assets  

Significant 
Other 

Observable 
Inputs  

Significant 
Unobservable 

Inputs 

September 30, 2019 Fair Value  (Level 1)  (Level 2)  (Levels 3) 
Money Market $      2,352  $     2,352  $            -  $             - 
Mutual Funds        18,720       18,720                -                 - 
 
Total $    21,072  $   21,072  $            -  $             - 

 
Investment income for the year ended September 30, 2019, reported as a net of realized 
gains and losses, dividends and interest, brokerage fees of $225, and unrealized market 
fluctuations was $347. 

NOTE 4 – PROPERTY AND EQUIPMENT 
 
As of September 30, 2019, property and equipment consisted of the following:  
  

Office equipment $  13,165 
Furniture and fixtures 8,338 
Prop assets 57,966 
Studio improvements     30,866 
  Total property and equipment 110,335 
Less: accumulated depreciation     97,680 
  Net property and equipment $   12,655 

 
Depreciation expense was $6,516 for the year ending September 30, 2019. 
 
NOTE 5 – CONTRIBUTED GOODS AND SERVICES  
 
Directors, officers, and a substantial number of volunteers have donated significant amounts 
of their time to develop the Organization and assist in the operation of its various programs. 
Amounts totaling $4,800 were recorded during the year ended September 30, 2019 for 
donated services that met the requirements under GAAP for recognition as income. 
 
NOTE 6 – NET ASSETS WITH DONOR RESTRICTIONS 

The following table summarizes the portion of net assets that are restricted for the following 
purposes or periods at September 30, 2019: 

Subject to expenditure for a specified purpose:   
   First-person accounts, oral histories & cultural perspectives  $   29,702 
   Shaun Nethercott Scholarship        3,600 
  33,302 
Subject to the passage of time:   
   For periods after September 30, 2019      54,785 

      Total net assets with donor restrictions  $   88,087  
 
 



MATRIX THEATRE COMPANY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED SEPTEMBER 30, 2019 
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NOTE 7 - SUBSEQUENT EVENTS 
 
The Organization has evaluated events and transactions for potential recognition or disclosure 
through the date of this report, which is the date the financial statements were available to 
be issued.   
 
Accounting principles generally accepted in the United States of America require that financial 
statements recognize the effects of events subsequent to the balance sheet date that provide 
additional evidence about conditions that did or did not exist at the date of the balance sheet. 
 
After the date of the balance sheet, the outbreak of the COVID-19 pandemic and related 
economic repercussions have created uncertainty for the nonprofit industry. Government-
ordered shutdowns of business deemed to be non-essential have temporarily changed the 
ability of the organization to carry out its programs. The timing and financial effects of these 
uncertainties on the organization cannot be reasonably estimated. 
 
 


