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To the Board of Trustees of
The Arts Council of Princeton
Princeton, New Jersey

INDEPENDENT AUDITORS’ REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of The Arts Council of Princeton (a
nonprofit organization), which comprise the statements of financial position as of June 30, 2017
and 2016, and the related statements of activities and changes in net assets, 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 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.

Auditors’ 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 auditors’
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.

1640 Kuser Road - Suite A-4 + Mercerville, NJ 08619 - Telephone (609) 5681-0300 - Fax (609) 581-0898



To the Board of Trustees of
The Arts Council of Princeton
Princeton, New Jersey

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 2017 financial statements referred to above present fairly, in all material
respects, the financial position of The Arts Council of Princeton as of June 30, 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.

Prior Period Financial Statements

The financial statements as of, and for the year ended, June 30, 2016 were audited by Lewis W.
Parker, III CPA who was acquired by Hamilton Financial Group, LLC as of October 23, 2017,
and whose report dated November 10, 2016, expressed an unmodified opinion on those

statements.
Hamilton Financial Group, LLC

January 17, 2018
Mercerville, New Jersey




THE ARTS COUNCIL OF PRINCETON

Assets

Current assets:
Cash and cash equivalents
Grants receivable
Accounts receivable
Contributions receivable

Total current assets

Property and equipment — net
Investments

Total assets

Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Note payable, current portion

Total current liabilities

Note payable, less current portion

Total liabilities

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

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

Statements of Financial Position
June 30, 2017 and 2016

017 201
$ 201,600 288,765
18,693 14,225
2,500 14,950

39,202 -

261,995 317,940
5,327,319 5,507,641
1,188,713 1,103,766
$ 6,778,027 6,929,347
b 2,440 4,348
12,522 12,407
125,466 149,636
37,981 35,957
178,409 202,348
366,653 404,295
545,062 606,643
5,011,345 5,166,801
84,957 19,240
1,136,663 1,136,663
6,232,965 6,322,704
$ 6,778,027 6,929,347




"SIUSWAE]S [eloURUL 953Y) 3o 1ed [eiSajur ue are sajou Sutkuedwosoe sy,

Y0LTTE9 $ €99°9¢€1°T ovz'6l $ 108°991°C  § $96°7€T9 $ £99°9¢1°lT § LS6V8 $ SPETI0S  §

LSF0SS9 £99°9€1°1 yESTIT 09Z°10€°S $0L°TTE9 £99°9¢1°1 ovT6l 108°991°¢
(gsLLzn) € (P62°c6) (6S+vET) (6£L°68) - L1LS9 (9st°sS1)

61€1€8°] - < 61€°1€8°1 983v08°1 E - 9884081

S69°491 - - $69°v91 L68%01 E - L63F01

867°€9¢ - . 867°€9¢ 1209LE - G 120°9L€

9ZE€0E’1 - " 9ZE 0Ll 896°€TE°1 - = 896°€TE°1

995 €091 Z (P62°¢6) 098°969°1 LYIGILT 3 L1LS9 0EF 6¥9°1

- - (P627€6) v67°€6 - = (ovZ'sl) 0vZ'61

996°€09°1 - - 996°€09°1 LYISSIL] = LS6V8 061°0£9°1

688°9% - E S88°9p ovL'1Y - e ovL 1

00529 = £ 00529 00529 - - 00579

oﬁug - - 0TL'LYT 01161 ” = 0I1°6€1

Ll w,~ - . L18°1 60€°Sh1 % LS6V8 75£°09

wS.Gm - = 8L6°79¢ 9L0°65¥ - s 9L06SY

999188 $ . $ = $ 999°188 $ TIP'L98 $ $ - $ TIP'L98 $

[e10T Pa1IIISayY P310InSTY [SEIRINEE ] [eioL PENRINE=p] PaAdLIISaY RENRTN = i)
AJUoUBdRg Aquelodwa], AfjUaueulaj Apresodwa
910z L10T

910C Pup L[0T 0§ dunf papus sivaf

$19SSY JON Ul SOSUBYD) PUB SSNIANDY JO SJUSWISIRIS
NOLIDNIId 40 TIDONNAOD SLAV THL

1834 JO pua ‘s)asse JaN
18a£ J0 Butuui3aq ‘s)3asse 1N
$)3sSE Jau ul Aduey)

sasuadxa fei0],

Surstezpung
SANRIISIUIUDE PUE [BISUID)
weidolg

:sasuadxyg

9NUaA3l1 pue poddns [j0]

suojousal asodund
10 2w} JO UOIIBISIIES
01 aNp Pasea]al SJasSe 19N

[IoKqng

sdiysraquiay
SUOLINQLIUOD YSBIUON
S1u2A3 Juisterpunj
JWOIUL JUSWSIAU]
S)UBI3 pue SUONNQLIIUOY)
$99] ure1doig

1SaNUIAJL pue Jioddng



"SJUAWISYE)S [eIdURUL 983U} JO 1red [ei3aul ue are sajou ulkuedwosoe oy,

988°108°1 $ L68%01 $ 120°9LE $ 896°€TET § 0LL*981 $ ¥80°€0T $ 9ty § ELY'8IS $ sasuadxa fejo,

086'% £6C 00s L81Y evl (439 001°€ (447 [oaRl]
SIP's €01 621 £86°¢ ¥6 I€1 L90°€ 1.9 $aN[eUd pUE S)IUIR ‘san(]
ovi‘9 [44 667°C 618°€ Loy 86L §79 696°1 Ayoliqng pue eipapy
1Zvyi - 0S0°v1 ILE - = = 1LE woddng |1 pue sendwoy
LELYIT YLL'] 1€L°T [AXAN yel ¥20%9 8LTE 908 Sunuiig pue s3eis04
66v°€C - SY9° yS8IT $81°Z Lév'E TITL 096°8 Isa133u]
8984 0LI‘9 7809 919°C1 = 0S¢ 99Z°C1 - s3Iy [e1uay pue 9s2a]
YLS'SS 08¥°11 00161 ¥66vT 00S°L = 90FLI 88 SIDIAIDG [BUOISSIJ0I1/SIUBI[NSUOD)
91562 098°€ €0Z°C €SY°ET 796°1 91¢ 9S€‘L 618°€l $33 301AISG
8I¥IE 6¢C 9L1‘6 €002 08€°C 001°¢ 12U 611°% SdueInsuy
00V IvE'LT 986 €LY L61 080°1 69L°T LT Sjuswysalyay pue poo,
L8YLE 709 60€°c 9L5°6T 685°1 4397 1269 ¥€9°91 saijddng
00529 - - 00529 00529 o = - sanljroe] pajeuoq
L1001 - T10°S1 S00°SET 1ZL'91 SE€9°1T $98°Ty ¥8LES Sanl[nf pue aduRUSUTRA
Tze08l - 18761 1¥8°091 780°91 SEL'ST LLO'ES $¥6°S9 uoneroade(y
81LY8¢ 969°C1 0T9°L (414213 60b°€C 61¥°1Y LL9'8S1 L68°0VI sisury
PLY6EL $ LIE6T $ 86¥°0LT $ 6s0°0vy  § SSPIS $ £90°6 $ 895°16 $ 1L6%0T $ [suuosIdg

FENTERRE| BursteIpung [IZEIETS) S331AISS SWwieIs01g SHy SWeIz01g uoednpy
[e1I0L 79 Wuswaeury weidorg cliile} Sunuesaig Arunwwio))
[eloL
$921A19G Buiuoddng S9JIAISG wWeIdolq

L10Z ‘0 2uny papus 4paf
sasuadx{ [euonoun Jo slusWaE}g
NOLIDNIY 40 TIDONNOD SLYV AHL



'SIUSWSTe]S [eroueUly 353y} Jo Wed [e18a1ul Ue sre sajou Suiluedwoode sy,

61€1€8°1 $ $69°%91 $ 86T°€9¢ $ 97¢'c0g’l § 970°94T $ $20°Z81 $ [19°61¢ § §99°65S $ sasuadxa [e10],

¥60%% €66 6€S°1 19671 LY Il 96¢ 9P saneuad pue syuusd ‘sang
L96F 689 L¥E Se6°c ov LT S61°e €LT [oARI]
08¢°S €29 1£0°C 9TLT 6L1 128 S6L 1€2°1 Aotiqnd pue eipapy
12TLl 0f1 06691 101 - 101 - - poddns [ pue 1aindwo)
LS1°ST 1L1°01 81T°¢ 89L°11 - +08 ¥96°01 - $981eyD [e)USI pUE 3SR
159°62 - 96L°1 958°¢T 8LS°¢E 8LS°¢E ¥96°S SEL°01 1s2193u]
61°LT - 61€8 €881 €78°C 86L‘c 0LE Y 788°L soueInsy]
L10°Z¢ 7956 108°1 S99 806°1 SS0°1 oP¥'L 1STv1 $99] 301A108
PIT°9¢ LESTL 866°¢ 6L9°61 016 189°C1 €99y STl Bununid pue a8esoq
850°8¢€ S1L6T LO6°T 9EP9 08$ 16¥°C sIg'e 0S SJuUsWysaljal pue poog
SLT'8E 8L0°8 90¢°1 168°8T 068°1 $S6°C $66°8 £50°61 sariddng
81L°¢S 000y £6€°6¢ STE0I1 - " STE0!1 % SIDIAIDG [BUOISSI]01] /SIUBINSUOY)
0059 - . 00579 00529 z < - Sani[ioe] pajeuo(]
TOL 8P 00S 8LEYI yT8eel $19°6T SEL'8I 86¢€°1¢ LLO8S SSLIIIN puB 30UBUSIUIBIA
$61°20C - 0L8°LT YTEYLI 6¥1°9T 6v1°9C 185°ct 9YP8L uonenaidaq
9£8°60¢ T6E°L1 b A 961°06C 166°S 6LY9L 8¢1°LE 8385°0L1 SISy
1008 $ LOEYL $ LST1°9€T $ 8L968Y  § LYPELL $ 0r1°z¢ $ 4044 K S 80Z°10¢ $ [euuosIag

§3suadxg SuIsIeIpun,j [E2EDIETS) ERIPNETY SIeIsolg suy SWEIS0I Uomneonpg
[el01, 2 JuswaSeueiy weigolg Beliile) Bunuasalyg Aunuwiwo)
[eloL

$991Alag Sutuoddng

SIDIAISS WeIZol]

910C ‘0¢ 2uny papuy 4vay

sasuadxg [euonouny jo sjuswisjelg
NOLADNIYC 40 TIDNNOD SLIV AHL



THE ARTS COUNCIL OF PRINCETON
Statements of Cash Flows
Years Ended June 30, 2017 and 2016

017 2016
Cash flows from operating activities:
Change in net assets $ (89,739) $§  (227,753)
Adjustments to reconcile change in net assets
cash used by operating activities:
Depreciation and amortization 180,322 202,195
Realized and unrealized holding (gains) losses (130,430) 34,990
Changes in assets and liabilities:
Grants receivable (4,468) (1,231)
Accounts receivable 4,950 (14,750)
Contributions receivable (31,702) 5,000
Accounts payable (1,908) (597)
Accrued expenses 115 223
Deferred revenue (24,170) 11,360
Net cash provided by (used in) operating
activities (97,030) 9,437
Investing activities:
Purchases of investments (10,620) (36,092)
Sale of investments 56,112 68,813
Net cash provided by investing activities 45,483 32,721
Financing activities:
Principal payments on note payable (35,618) (33,471)
Net cash used in financing activities (35,618) (33,471)
Net increase (decrease) in cash (87,165) 8,687
Cash and cash equivalents, beginning of year 288,765 280,078
Cash and cash equivalents, end of year $ 201,600 $ 288,765
Supplemental disclosure of cash flow information:
Interest paid $ 23,500 $ 25,652
Non cash contributions - securities $ 4,045 $ 2,035
Non cash contributions - rent $ 62,500 $ 62,500

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



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

1. Nature of organization

The Arts Council of Princeton (the Organization) is a nonprofit organization incorporated under
the laws of the State of New Jersey. The Organization has a mission of building community
through the arts. The Arts Council, housed in the landmark Paul Robeson Center for the Arts,
fulfills its mission by presenting a wide range of arts education, exhibition, performing arts and
community programs designed to be high-quality, engaging, affordable and accessible for the
diverse population of the greater Princeton region.

2. Summary of significant accounting policies

Basis of accounting:

The Organization utilizes the accrual basis of accounting. Accordingly, revenues are recognized
when they are earned and expenses are recognized with they are incurred.

Basis of presentation:

The Organization classifies resources for accounting and reporting purposes into three net asset
categories according to externally (donor) imposed restrictions. The three net asset categories are
unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets.
For the years ended June 30, 2017 and 2016 the Organization had accounting transactions in all
three of the net asset categories as follows:

. Unrestricted net assets - Net assets that are not subject to donor-
imposed restrictions.

. Temporarily restricted net assets - Net assets subject to donor-
imposed restrictions that will be met by the passage of time or by some action of
the organization.

. Permanently restricted net assets — Net assets which are endowment funds or
funds to be held in perpetuity. The income from the assets can be used to support
the Organization’s general activities, unless the donor specifies otherwise.

Revenue and support recognition:

Contributions, which include unconditional promises to give, are recognized in the period in
which they are received or promised. Contributions are considered to be unrestricted unless

specifically restricted by the donor.

Revenue is recognized when earned. Monies received in advance of programs are recorded as
deferred revenue on the statement of financial position.



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

2. Summary of significant accounting policies (continued)

Revenue and support recognition: (continued)

The Organization reports gifts of cash and other assets as restricted support if they are received
with donor stipulations that limit the use of the 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.

Contributions receivable represent amounts committed by donors that have not been received by
the Organization. Contributions receivable with donor-imposed restrictions that limit their use to
long-term purposes are classified as a noncurrent asset.

Grants and other contributions of cash and other assets are reported as temporarily restricted
support if they are received with donor stipulations that limit the use of the 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. Contributions
received with donor-imposed restrictions that are met in the same year in which the contributions
are received are classified as unrestricted contributions.

The Organization accounts for contract and grant revenues, which are exchange transactions, in
the statement of activities to the extent that expenses have been incurred for the purposes
specified by the grantor during the period. In applying this concept the legal and contractual
requirements of each individual program are used as guidance. All monies not expended in
accordance with the grant or contract is recorded as a liability to the grantor as the Organization
does not maintain any equity in the grant or contract. Additionally, funds received in advance of
their proper usages, which are exchange transactions, are accounted for as deferred revenue in the
statement of financial position.

Allocation of expenses:

Expenses are allocated among program service, management and general and fundraising using
the direct cost method and based on historical percentages or other reasonable basis consistent

with the benefit derived by each program.

Income taxes:

The Organization is exempt from federal taxes under section 501 (c) (3) of the Internal Revenue
Service Code. Accordingly, no provision for Federal or State income taxes has been recorded in

the financial statements.

Generally accepted accounting principles prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or
expected to be taken in a tax return. It requires that computations of current and deferred income

9



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

2. Summary of significant accounting policies (continued)
Income taxes: (continued)

taxes only consider tax positions that are more than likely than not to be sustained if the tax
authorities examine a position. The Organization evaluates statutes of limitations changes in tax
law and new authoritative rulings and accrues for liabilities if applicable. The Organization’s
analysis found no uncertain tax positions.

Federal and state tax returns are subject to examination by the taxing authorities generally for a
period of three years after they are filed. Any penalties and interest assessed by taxing authorities
are included in operating expenses. There were no interest or penalties for the years ended June
30,2017 and 2016.

Property and equipment:

Property and equipment is recorded at cost. Generally, acquisitions over $2,500 are capitalized.
Maintenance and repairs that do not improve or extend the lives of assets are charged to expense
as incurred. Depreciation is provided using the straight-line method over the estimated useful
lives of the assets. At time of retirement or other disposition of assets the cost and accumulated
depreciation are removed from the accounts and any gain or loss is reflected in revenues or

expenses.

Contributed property and equipment is recorded at fair value at the date of donation. When
donors stipulate how long the assets must be used, the contributions are recorded as restricted
support. In the absence of such stipulations, contributions of property and equipment are
recorded as unrestricted support.

Cash and cash equivalents:

For purposes of the statements of cash flows, the Organization considers all highly liquid
investments purchased with an original maturity of three months or less to be cash equivalents.
This includes money market accounts with brokerage firms.

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 certain reported amounts and disclosures. Accordingly, actual results

could differ from those estimates.

Advertising and marketing:

The Organization expenses advertising and marketing costs as they are incurred. For the years
ended June 30, 2017 and 2016 advertising expense was $6,140 and $5,381, respectively.

10



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

2. Summary of significant accounting policies (continued)

Allowance for doubtful accounts:

No allowance for doubtful accounts is deemed necessary. Bad debts are written off when they are
deemed uncollectible.

Donated space:

The Arts Council receives donated space from a for profit business located in Princeton. The
space is used to run programs. The value of all donated space included in these financial
statements is $62,500 for the years ended June 30, 2017 and 2016.

Investments:

The Organization carries investments in marketable securities with readily determinable values
and all investments in debt securities at fair value.

Fair value is defined as the exchange price that would be received for an asset or paid to transfer
a liability (an exit price) in an orderly transaction between market participants on the
measurement date. In accordance with FASB ASC 820-10-50, Fair Value Measurements
establishes 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:

Level 1: Quoted prices in active markets for identical assets or liabilities. Level 1 assets
and liabilities include debt and equity securities that are traded in an active exchange
market, as well as U.S. Treasury securities.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar
assets or liabilities in active markets; quoted prices for identical or similar assets and
liabilities in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data. Level 2 assets and liabilities include debt
securities with quoted market prices that are traded less frequently than exchange-traded
instruments. This category generally includes certain U.S. Government and agency
mortgage-backed debt securities, corporate-debt securities and alternative investments.

Level 3: Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the asset or liabilities. Level 3 assets and liabilities
include financial instruments whose value is determined using pricing models, discounted
cash flow methodologies, or similar techniques, as well as instruments for which the
determination of fair value requires significant management judgment or estimation. This
category generally includes certain private debt and equity instruments and alternative
investments.

11



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

2. Summary of significant accounting policies (continued)

Investments: (continued)

Fair value estimates are made at a specific point in time, based on available market information
and judgments about the financial asset, including estimates of timing, amount of expected future
cash flows and the credit standing of the issuer. In some cases, the fair value estimates cannot be
substantiated by comparison to independent markets. In addition, the disclosed fair value may
not be realized in the immediate settlement of the financial asset. In addition, the disclosed fair
values do not reflect any premium or discount that could result from offering for sale at one time
an entire holding of a particular financial asset. Potential taxes and other expenses that would be
incurred in an actual sale or settlement are not reflected in amounts disclosed.

Fair value of financial instruments;:

The Organization has a number of financial instruments, none of which are held for trading
purposes. The Organization estimates that the fair value of all financial instruments at June 30,
2017 and 2016, does not differ materially from the aggregate carrying values of its financial
instruments recorded in the accompanying statement of financial position. The estimated fair
value amounts have been determined by the Organization using available market information and
appropriate valuation methodologies. Considerable judgment is necessarily required in
interpreting market data to develop the estimates of fair value, and, accordingly, the estimates are
not necessarily indicative of the amounts that the Organization could realize in a current market

exchange.
Special events:

The Organization reports special fund-raising event income based upon the gross amounts
received.

Deferred revenue:

Deferred revenue at June 30, 2017 and 2016 consists of tuition paid in advance and sponsorships
for events held in the next fiscal year.

Reclassification:

Certain items relating to the year ended June 30, 2016 have been reclassed to conform with the
current year’s presentation.

Subsequent events:

The Organization has evaluated subsequent events through January 17, 2018, the date the
financial statements were available to be issued.

12



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

3. Grants receivable

Grants receivable consisted of the following at June 30:

2017 2016
National Endowment for the Arts $ 5,000 $ -
New Jersey State Council for the Arts 12,693 12,694
New Jersey State Council for the Humanities 1,000 1,531
$ 18,693 $ 14,225

4, Investments

Investments as of, and for the years ended June 30, 2017 and 2016 are summarized as follows:

2017 2016

Investments, beginning of period $ 1,103,766 $ 1,163,230
Contributions (withdrawals) (51,430) (52,739)
Dividends and interest reinvested

13,182 36,095
Investment fees (7,235) (7,830)
Unrealized/realized (losses) 130,430 (34,990)
Investments, end of period $ 1,188,713 $ 1,103,766

Three investment accounts are held in pooled funds invested with Princeton Area Community
Foundation (PACF). As a participant in the pooled funds, the Organization’s ownership interest
is based on an allocation of the fair value of the Organization’s units to the total fair value of the
total investment pool. The pool is revalued periodically and income, gains and losses are
allocated to the participants based on their units. All investments are measured at fair value in
the statement of financial position. The change in fair value is included in investment income as

temporarily restricted net assets.

The following is a description of the valuation methodologies used for assets measured at fair
value, on a recurring basis. There has been no change to the methodologies used at June 30,

2017 and 2016.

13



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

4. Investments (continued)

Pooled investments are valued using a level 2 standard at the net asset value (NAV) of the units
of the total pooled amounts. The NAYV, as provided by PACF is used as the practical expedient
to estimate fair value. The NAYV is based on the fair value of the underlying investments held by
the pool less its liabilities. The practical expedient is not used when it is probable that the fund
will sell the investments for an amount different than the reported NAV. Participant transactions
may occur daily. Were the pooled investments to initiate a full redemption of the investment, the
investment advisor reserves the right to temporarily delay withdrawal from the investment in
order to ensure that securities liquidation will be carried out in an orderly manner.

Included in the above amounts are mutual funds with a fair market value of $158,714 and a cost
of $140,734, These amounts are not in pooled funds. These investments are valued using level 1

inputs.

The Organization maintains three funds at PACF and one fund at Morgan Stanley. The
Waxwood Fund was established by the Arts Council of Princeton (ACP) in 1988. The fund is
used to award scholarships to students from the Witherspoon-Jackson neighborhood to attend
classes at the ACP. The Galbraith Fund was established in 2012. This fund is used for programs
for disadvantaged youth under the age of 18. The J. Seward Johnson Fund was established in
2007 to support community programs and events that benefit the Witherspoon-Jackson
Neighborhood. The Evans Fund was established in 2011. This fund is used to award
scholarships for ACP classes for talented high school or college students. All four funds are
permanently restricted funds. Permanently restricted funds are subject to donor-imposed
restrictions that the principal be invested in perpetuity. Income generated from the funds may be
used for the donor’s specified purpose.

S. Property and equipment

Property and equipment consists of the following at June 30:

Useful Lives 2017 2016
Years

Land b 35,000 $ 35,000
Building 40 6,912,557 6,912,557
Equipment 5-30 102,633 102,633
Furniture and fixtures 5-7 141,010 141,010
Computer equipment 5 73,119 73,119

7,264,319 7,264,319
Accumulated depreciation (1,937,000) (1,756,678)
Property and equipment, net $ 5,327,319 § 5,507,641

14



THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

5. Property and equipment (continued)

Depreciation expense amounted to $180,322 and $202,195 for the years ended June 30, 2017 and
2016, respectively.

Restrictions on use: The deed for the property includes a “reverter” clause, restricting the use of the
property to the purposes of the Organization and not for commercial, trade, or manufacture. If the
property is not used as specified in the clause, title shall revert to Princeton Municipality.

6. Deferred revenue

Deferred revenue represents payments received in advance for programs to be held in the
subsequent year and consists of the following at June 30:

2017 2016
Summer programs $ 113,966 $ 134,636
Other 11,500 15,000

$ 125,466 $ 149,636

7. Note payable

The Organization has a loan payable to a bank, that matures in May 2019. The original loan amount
was $1,400,000. The original interest rate was 6.05%, however the loan was modified in May 2013
to reduce the interest rate to 5.49% for the remaining life of the loan. Monthly payments are $4,933,
with a balloon payment due May 2019. The loan is secured by the Organization’s building. The
outstanding balance on June 30, 2017 and June 30, 2016 was $404,634 and $440,252.

Future minimum principal payments are as follows at June 30:

2018 $ 37,981
2019 366,653

8. Net assets — temporarily restricted

Temporarily restricted net assets at June 30, 2017 and 2016 are as follows:

2017 2016
Temporarily restricted net assets:
5 in 5 campaign b - $ 19,240
Investment income 84,957 -
$ 84,957 $ 19,240
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THE ARTS COUNCIL OF PRINCETON
Notes to Financial Statements
Years Ended June 30, 2017 and 2016

9. Net assets — permanently restricted

Permanently restricted net assets are subject to donor-imposed restrictions that the principal be
invested in perpetuity. Permanently restricted net assets consisted of the following balances on June
30,2017 and 2016.

2017 2016
Permanently restricted net assets:
Waxwood Memorial (scholarships) $ 40,000 $ 40,000
J. Seward Johnson Sr. Charitable Trust
(community support) 250,000 250,000
Evans Endowment (scholarships) 147,000 147,000
Galbraith Endowment (youth programs) 699,663 699,663

§ 1,136,663 $ 1,136,663

10. Fundraising events

Fundraising events consisted of the following at June 30, 2017 and 2016:

2017
Revenues Expenses Net Income
Dining by Design $ 139,110 $ 39,239 $ 99,871
2016
Revenues Expenses Net Income
Pinot to Picasso $ 76,065 $ 15,548 $ 60,517
Dining by Design 171,655 34,556 137,099
Total $ 247,720 $ 50,104 $ 197,616

11. Concentration of credit risk

The Organization receives a majority of its support and revenues from public support. This funding
is subject to annual renewal. The Organization maintains its cash balances at local financial
institutions. Accounts at each institution are insured by the Federal Deposit Insurance Corporation.
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