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INDEPENDENT AUDITOR’S REPORT 
 
 

To the Board of Directors 
Matrix Theatre Company 
Detroit, MI 
 
We have audited the accompanying financial statements of Matrix Theatre Company (a nonprofit organization), which 
comprise the statements of financial position as of September 30, 2018, 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 

The Organization’s 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, 2018, 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. 
St. Clair Shores, MI 
 
July 3, 2019 
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Assets
Current assets

Cash and cash equivalents 12,020$       
Investments 45,725        
Accounts and grants receivable, net 38,536        
Prepaid expenses 2,470          

Total current assets 98,751        

Property and equipment, net 19,172        

Total assets 117,923       

Liabilities and net assets
Current liabilities

Accounts payable 3,459          
Accrued expenses 1,552          
Deferred revenue 1,650          

Total current liabilities 6,661          

Total liabilities 6,661          

Net assets
Unrestricted net assets 75,590        
Temporarily restricted net assets 35,672        

Total net assets 111,262       

Total liabilities and net assets 117,923$     
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Total
Revenue and other support

Government grants 34,112$     20,000$    54,112$     
Contributions 64,162       22,055      86,217       
Program fees 32,490       -          32,490       
Special events, net of direct expenses

totaling $8,959 32,373       -          32,373       
Investment income 1,100        -          1,100        
In-kind donations 34,297       -          34,297       
Net assets released from restrictions 101,125     (101,125)   -           

Total revenue and other support 299,659     (59,070)     240,589     

Expense
Program services 165,768     -          165,768     
Management and general 92,816       -          92,816       
Fundraising 25,801       -          25,801       

Total expense 284,385     -          284,385     

Change in net assets 15,274       (59,070)     (43,796)      

Net assets, beginning of period 60,316       94,742      155,058     

Net assets, end of period 75,590$     35,672$    111,262$    

Unrestricted 
Net Assets

Temporarily 
Restricted 
Net Assets
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Management
Program and 

Description Services General Fundraising Total

Salaries and Wages 56,949$  23,307$  1,868$    82,124$  
Payroll taxes 1,716     5,650     -        7,366     
Employee benefits 2,442     4,194     -        6,636     
Professional and contractual services 29,868    30,193    18,050    78,111    
Occupancy 31,043    6,283     1,513     38,839    
Telephone and internet 2,524     2,757     2,644     7,925     
Equipment and office 2,481     1,567     667        4,715     
Registration, dues, and bank fees -        3,454     68         3,522     
Production costs and merchandise 14,899    -        -        14,899    
Advertising 215        7,167     971        8,353     
Transportation 676        -        -        676        
Lodging and meals 450        499        -        949        
Insurance -        7,676     -        7,676     
Bad debt 16,039    -        -        16,039    
Depreciation 6,466     69         20         6,555     

Total expenses on the statement of 
activities 165,768$ 92,816$  25,801$  284,385$ 
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Cash flows from operating activites
Change in net assets (43,796)$      
Adjustments to reconcile change in net assets

to net cash provided by operating activities
Depreciation 6,555          
Increase in allowance for doubtful accounts 16,039        
Investment income (1,100)         

Changes in operating assets and liabilities
Decrease in accounts and grants receivable 6,532          
Increase in prepaid expenses (70)             
Decrease in accounts payable (3,166)         
Decrease in accrued expenses (5,081)         
Decrease in deferred revenue (3,208)         

Net cash used in operating activities (27,295)       

Cash flows from investing activities
Proceeds from sale of investments 20,000        
Interest and dividends reinvested (1,649)         

Net cash provided by investing activities 18,351        

Net decrease in cash and cash equivalents (8,944)         

Cash and cash equivalents, beginning of period 20,964        

Cash and cash equivalents, end of period 12,020$       

Cash paid for interest -$           
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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 
 
Basis of Accounting 
The financial statements have been prepared on the accrual basis of accounting in 
accordance with generally accepted accounting principles. The significant accounting policies 
followed are described below to enhance the usefulness of the financial statements to the 
reader. 

Classification of Net Assets 
The Organization prepares its 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 three classes of net assets: unrestricted net assets, temporarily restricted net 
assets and permanently restricted net assets. 

Unrestricted Net Assets - net assets that are not subject to donor-imposed 
time or purpose restrictions. 

Temporarily Restricted Net Assets — net assets subject to donor-imposed 
restrictions that may or will be met by actions of the Organization and/or the 
passage of time. Restrictions that expire with the passage of time or can be 
removed by accomplishing certain requirements are classified as temporarily 
restricted net assets. 

Permanently Restricted Net Assets — net assets subject to donor-imposed 
restrictions that they be maintained in perpetuity. Restrictions that require an 
asset be invested and only allow the income to be used are classified as 
permanently restricted net assets. The Organization has no permanently 
restricted net assets at September 30, 2018. 

Cash and Cash Equivalents 
The Organization considers all unrestricted highly liquid investments with an initial maturity 
of three months or less to be cash equivalents.  The Organization deposits cash with major 
banks within the state of Michigan, and at times may maintain balances that exceed 
federally insured limits.  As of September 30, 2018 the Organization did not have any bank 
deposits in excess of federally insured limits. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Accounts Receivable, Net 
The Organization carries their accounts receivable at the lower of cost or market, less an 
allowance for doubtful accounts.  On a periodic basis, the Organization evaluates its 
accounts receivable and establishes an allowance for doubtful accounts, when deemed 
necessary, based upon specific delinquent accounts.  When receivables are deemed 
uncollectible, they are charged against the allowance account.  At September 30, 2018 the 
allowance for doubtful accounts was $16,039. 
 
Donations 
The Organization reports gifts of cash and other assets as restricted support if they are 
received with donor stipulations that limit the use of donated assets.  When a donor 
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. 
 
The Organization reports gifts of land, buildings, and equipment as unrestricted support 
unless the explicit donor stipulations specify how the donated assets must be used.  Gifts of 
long-lived assets with explicit restrictions that specify how the assets are to be used and 
gifts of cash or other assets that must be used to acquire long-lived assets are reported as 
restricted support.  Absent donor stipulations regarding how long those long-lived assets 
must be maintained, the Organization reports expirations of donor restrictions when the 
donated or acquired long-lived assets are placed in service. 
 
Capitalization and Depreciation 
The Organization follows a practice of capitalizing all expenditures for furniture and 
equipment in excess of $1,000.  The fair value of donated assets is similarly capitalized.  
Depreciation of furniture and equipment is provided over the estimated useful lives of the 
respective assets on a straight-line basis. 
 
Use of Estimates 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosure.  Accordingly, actual results could differ from those 
estimates. 
 
Income Taxes 
The Organization has received an Internal Revenue Service exemption from federal income 
taxes under Section 501(c)(3). Accordingly, no provision or liability for income taxes has 
been provided in the accompanying financial statements. 
 
Advertising 
The Organization expenses advertising and marketing costs as incurred.  Advertising 
expenses for the year ended September 30, 2018 was $8,353. 
 
Functional allocation of expenses 
The financial statements report certain categories of expenses that are attributable to more 
than one program or supporting function. Therefore, these expenses require allocation on a 
reasonable basis that is consistently applied. The expenses that are allocated include 
salaries and benefits, office and occupancy, general and administrative, and depreciation, all 
of which are allocated on the basis of management’s estimate of time and effort. 
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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 and ETF’s: 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, 2018: 
 

   

In Active 
Markets 

for 
Identical  

Significant 
Other 

Observable  
Significant 

Unobservable 

September 30, 2018 Fair Value  
Assets 

(Level 1)  
Inputs 

(Level 2)  
Inputs 

(Levels 3) 
Money Market $      1,155  $    1,155  $            -  $            - 
Mutual Funds and ETF’s       44,570      44,570                -                - 
Total $    45,725  $  45,725  $            -  $            - 
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NOTE 3 – INVESTMENTS (CONTINUED) 
 
Investment income for the year ended September 30, 2018, reported as a net of realized 
gains and losses, dividends and interest, brokerage fees of $175, and unrealized market 
fluctuations was $1,100. 
 
NOTE 4 – PROPERTY AND EQUIPMENT 

 
As of September 30, 2018 property and equipment consist of: 
 

Office equipment $    13,165 
Furniture and fixtures 8,338 
Prop assets 57,966 
Studio improvements 30,866 
 110,335 
Less:  Accumulated depreciation (91,163) 
   Net property and equipment $   19,172 

 
Depreciation expense was $6,555 for the year ended September 30, 2018. 
 
NOTE 5 – IN-KIND CONTRIBUTIONS 
 
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 $34,297 were recorded during the year ended September 30, 2018 for 
donated services that met the requirements under GAAP for recognition as income. 
 
NOTE 6 – TEMPORARILY RESTRICTED NET ASSETS 
 
The Organization receives support from varying sources that are restricted, either by 
purpose or passage of time. 
 
The following table summarizes the portion of net assets that are restricted for the following 
purposes or periods at September 30, 2018: 

 2018 
Subject to expenditure for a specified purpose:  
   School of Theatre $    3,502 
   Education 8,614 
   Shaun Nethercott Scholarship       4,950 
      Total 17,066 
  
Subject to the passage of time:  
   For periods after September 30     18,606 
      Total Temporarily Restricted Net Assets $  35,672 

 
NOTE 7 – CONCENTRATIONS 
 
Credit Risk 
The Organization has significant amounts invested in mutual funds and other investments, 
which are subject to fluctuations in market value. 
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NOTE 8 – DATE OF MANAGEMENT’S REVIEW 
 
These financial statements have been reviewed by management through the date of this 
report, which is the date the financial statements were available to be issued.  There are no 
significant events subsequent to September 30, 2018 through the date of management 
review. 
 
 


