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PATTERSON, HARDEE & BALLENTINE, P.C.

Certified Public Accountants

INDEPENDENT AUDITOR’'S REPORT

To the Board of Directors
of Nashville Shakespeare Festival

We have audited the accompanying financial statements of Nashville Shakespeare Festival (a nonprofit
organization), which comprise the statement of financial position as of September 30, 2019, and the related
statements of activities, 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 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 Nashville Shakespeare Festival 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.

January 13, 2020

1889 General George Patton Drive, Suite 200 Franklin, TN 37067 phone: 615-750-5537 fax: 615-750-5543

www.phbepas.com



NASHVILLE SHAKESPEARE FESTIVAL
STATEMENT OF FINANCIAL POSITION

SEPTEMBER 30, 2019
ASSETS
Current Assets:
Cash $ 14,141
Accounts receivable 131,805
Prepaid expenses 4,632
Total current assets $ 150,578
Assets Whose Use is Limited:
Cash 35,000
Total assets whose use is limited 35,000
Equipment:
Equipment 52,938
Less: accumulated depreciation (41,595)
Total equipment, net 11,343
Total assets $ 196,921

LIABILITIES AND NET ASSETS

Current Liabilities:

Line of credit $ 47,759

Accounts payable 42,909

Deferred revenue 45,800
Total current liabilities $ 136,468

Net Assets:

Without donor restrictions 25,453

With donor restrictions 35,000
Total net assets 60,453
Total liabilities and net assets $ 196,921

See accompanying notes to financial statements.
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NASHVILLE SHAKESPEARE FESTIVAL

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2019

Public Support and Revenue:
Public support:
Contributions

Total public support

Revenue:
Grants
Program fees and tickets
In-kind donations
Investment and interest income
Merchandise & concession
Other income
Net assets released from restrictions

Total revenue
Total public support and revenue
Expenses:
Program services:
Workshops and Education
Winter Shakespeare
Shakespeare in the Park
Other
Total program services
Supporting services:
Management and general
Fundraising
Total supporting services
Total expenses
Increase (decrease) in net assets

Net assets - beginning of year

Net assets - end of year

Without Donor With Donor
Restrictions Restrictions Total

$ 292,848 $ 65,000 $ 357,848
292,848 65,000 357,848
137,945 - 137,945
167,278 - 167,278
153,597 - 153,597

4 - 4

20,320 - 20,320
1,260 - 1,260
30,000 (30,000) -
510,404 (30,000) 480,404
803,252 35,000 838,252
68,319 - 68,319
178,101 - 178,101
299,042 - 299,042
137,981 - 137,981
683,443 - 683,443
109,491 - 109,491
64,501 - 64,501
173,992 - 173,992
857,435 - 857,435
(54,183) 35,000 (19,183)
79,636 - 79,636

$ 25,453 $ 35,000 $ 60,453

See accompanying notes to financial statements.



Salaries and wages

Employee benefits and payroll taxes
Bank charges and ticket fees

Bad debt

Dues, subscriptions and fees

In-kind expenses

General liability and workers' compensation
Interest

Marketing and publications

Meals and entertainment
Merchandising and promotional items
Miscellaneous

Productions contractors

Production costs

Postage

Professional services

Rent

Office supplies and expenses

Travel

Telephone

Total expenses before depreciation

Depreciation

Total program and supporting services

NASHVILLE SHAKESPEARE FESTIVAL

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED SEPTEMBER, 30, 2019

Program Services

Supporting Services

Workshops
and Winter Shakespeare Management Total
Education Shakespeare in the Park Other Total Program  and General Fundraising Expenses
$ 39,463 $ 75,880 $ 83,115 $ 114,353 $ 312,811 $ 50,367 $ 23,504 $ 386,682
3,192 13,494 12,131 8,970 37,787 3,916 1,890 43,593
418 1,665 1,768 287 4,138 172 539 4,849
- - - - - 1,670 - 1,670
550 - - 150 700 1,436 600 2,736
22,500 32,091 90,501 - 145,092 6523 1,982 153,597
- - 3,788 - 3,788 11,331 - 15,119
- - - - - 1,339 - 1,339
502 5,898 9,755 1,206 17,361 2,788 4,094 24,243
218 - 618 101 937 - 301 1,238
- 2,081 7,437 3,466 12,984 - - 12,984
- 409 - 6,173 6,582 429 - 7,011
- 23,159 39,439 2,395 64,993 - - 64,993
1,135 21,196 50,239 850 73,420 - - 73,420
- 618 30 - 648 97 1,031 1,776
- - - - - 14,270 30,263 44,533
- - - - - 9,449 - 9,449
- - - - - 539 158 697
341 1,610 - 30 1,981 12 139 2,132
- - 221 - 221 804 - 1,025
68,319 178,101 299,042 137,981 683,443 105,142 64,501 853,086
- - - - - 4,349 - 4,349
$ 68,319 $ 178,101 $ 299,042 $ 137,981 $ 683,443 $ 109,491 $ 64,501 $ 857,435

See accompanying notes to financial statements.
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NASHVILLE SHAKESPEARE FESTIVAL
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

Cash Flows From Operating Activities:
Decrease in net assets $ (19,183)

Adjustments to reconcile decrease in net assets
to net cash used in operating activities:

Depreciation $ 4,349
Changes in:
Accounts receivable (119,918)
Prepaid expenses (3,448)
Assets whose use is limited (35,000)
Accounts payable 26,285
Deferred revenue 44,012
Total adjustments (83,720)
Net cash used in operating activities (102,903)

Cash Flow From Investing Activities:
Purchase of equipment (6,450)
Net cash used in investing activities (6,450)

Cash Flows From Financing Activities:

Net change in line of credit | 47,759
Net cash provided by financing activities 47,759
Net decrease in cash (61,594)
Cash - beginning of year 75,735
Cash - end of year $ 14,141

SUPPLEMENTAL INFORMATION

Total interest paid for the year ending September 30, 2019, was $1,339.

See accompanying notes to financial statements.
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NASHVILLE SHAKESPEARE FESTIVAL
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE 1 - Summary of Significant Accounting Policies

Nature of Activities and Program Descriptions

» o nou

The terms “we”, “us”, “our”, “the Organization”, and “the Festival’ are used throughout these notes to
the financial statements to identify Nashville Shakespeare Festival, a nonprofit organization,
incorporated on September 12, 1988. The Festival's mission is to educate and entertain the Mid-
South community through professional Shakespearean experiences. The Festival accomplishes its
mission through unifying and enriching the community with bold, innovative and relevant productions
along with empowering, participatory educational programs, setting the community standard of
excellence in educational outreach and performances of Shakespeare’s plays. The Festival's
signature programs are Shakespeare in the Park and Winter Shakespeare. Shakespeare in the Park
is an annual free, outdoor, family-friendly event attended by 12,000-15,000 people per year. Winter
Shakespeare is an annual production in residence at Belmont University attended by 6,000 people
per year, half of them school groups, many of which also receive in-school outreach services. The
Festival produces a variety of outreach opportunities for schools, institutions, and the general public
including workshops, artists in residence, and travelling performances. The major sources of our
funding are grants and contributions from local and state governments, private foundations,
corporations, and individuals in the Middle Tennessee area.

Basis of Presentation

The accompanying financial statements present the financial position and changes in net assets on
the accrual basis of accounting in conformity with accounting principles generally accepted in the
United States of America ("GAAP").

Accordingly, our net assets and changes therein are classified and reported as follows:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
organization. These net assets may be used at the discretion of the Organization’s management
and the board of directors. Restrictions fulfiled in the same accounting period in which the
contributions are received are reported in the Statement of Activities as net assets without donor
restrictions.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors, and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Organization or by the passage of time. Other donor restrictions are perpetual in
nature, whereby the donor has stipulated the funds be maintained in perpetuity.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Festival considers all unrestricted cash, certificates
of deposit and investment instruments purchased with original maturities of three months or less to be
cash equivalents. At September 30, 2019, there were no cash equivalents.

Accounts Receivable

The Festival reports accounts receivable, net of an allowance for doubtful accounts, at the amount
which represents management's estimate of the amount that ultimately will be realized. The Festival
reviews the adequacy of its allowance for uncollectible accounts on an ongoing basis, using historical
payment trends, as well as review of specific accounts, and makes adjustments in the allowance as
necessary. Management determined that no allowance for doubtful accounts was necessary at
September 30, 2019.



NASHVILLE SHAKESPEARE FESTIVAL
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE 1 - Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment are recorded at cost or, if donated, at the estimated fair market value at the
date of donation. The Festival does not imply time restrictions on contributions of long-lived assets.
Depreciation is provided utilizing the straight-line method over the estimated useful lives of the
respective assets. Expenditures for props, costumes, and repairs and maintenance are charged to
expense as incurred. It is the Festival's policy to capitalize purchases of fixed assets with a value of
$500 or more and have a useful life greater than one year.

The Festival retains the title to all of our long-lived assets. None of the long-lived assets were
purchased with restricted assets, have been pledged as collateral or are subject to legal limitations on
use or disposal.

Revenue Recognition

Revenue is earned primarily from donor contributions, service fees, ticket sales and from grants from
the state and local government organizations and other private organizations. Cash contributions
from donors are recognized when received. Revenue from service fees and ticket sales are
recognized when the related programing is completed. Revenue from grants generally require the
submission of reimbursement requests before funds are disbursed. Grant revenue is recognized as
these expenses are incurred.

In-kind donations are recorded based on their estimated fair value at the date of donation.

Income Tax Status

The Festival is a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code, and
classified as an organization which is not a private foundation as defined in Section 509(a) of the
Internal Revenue Code. Therefore, no provision for federal income taxes is included in the
accompanying financial statements. The Festival does not believe there are any uncertain tax
positions or any unrelated business income, which would be subject to federal taxes.

Functional Allocation of Expenses

The costs of providing program services and supporting services have been summarized on a
functional basis in the Statement of Activities. Operating costs other than personnel and occupancy
costs are allocated based on an invoice by invoice basis. Personnel costs are allocated based on the
time spent in each area the employee works. Occupancy costs, such as leases and utilities are
allocated based on square footage used for each functional classification.

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 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. Actual results could differ from those estimates.

Fair Values of Financial Instruments

The carrying values of current assets and current liabilities approximate fair values due to the short
maturities of these instruments.



NASHVILLE SHAKESPEARE FESTIVAL
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE 1 - Summary of Significant Accounting Policies (continued)

Advertising

Advertising is expensed as incurred. Total advertising expense for the year ended September 30,
2019, was $24,243.

Contributions, Support and Revenue

All contributions are considered to be available for unrestricted use unless specifically restricted by
the donor. All donor-restricted support is reported as an increase in net assets with donor restrictions.
When a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is
accomplished), net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the Statement of Activities as net assets released from restrictions.

We receive grant revenue from various state and local agencies. Grant revenue is recognized in the
period a liability is incurred for eligible expenditures under the terms of the grant. Grants received in
advance of the expenditure are recorded initially as deferred revenue.

We report any gifts of equipment or materials as unrestricted support unless explicit donor restrictions
specify how the assets must be used. Expirations of donor restrictions are recognized when the
donated or acquired long-lived assets are placed in service.

New Accounting Pronouncement

On August 8, 2016, FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958) — Presentation of
Financial Statements of Not-for-Profit Entities. The update addresses the complexity and
understandability of net asset classification, deficiencies in information about liquidity and availability
of resources, and the lack of consistency in the type of information provided about expenses and
investment return. The Festival has adjusted the presentation of these statements accordingly. The
ASU has been applied retrospectively and has not affected the beginning balance of net assets.

NOTE 2 - Availability and Liquidity

Financial assets available for general expenditure within one year of the statement of financial position,
consist of the following:

Financial assets for the year ended

Cash $ 14,141
Accounts receivable 131,805
$ 145,946

In the next fiscal year, we plan to receive the same level of income from our donors and our program
services, and consider this income for programs which are ongoing, major, and central to our annual
operations to be available to meet cash needs for general expenditures.

The Festival has minimal amounts of liabilities in order to maintain most of its financial assets to be readily
available. We also have an open line of credit to draw on for any immediate cash needs and is described in
(NOTE 4).



NASHVILLE SHAKESPEARE FESTIVAL
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE 2 - Availability and Liguidity (continued)

Except as noted as limited, cash is considered readily available. We manage our liquidity and reserves
following three guiding principles: operating within a prudent range of financial soundness and stability,
maintaining adequate liquid assets to fund near-term operating needs, and maintaining sufficient reserves to
provide reasonable assurance that long-term obligations will be discharged. If our analysis of liquid assets
reveals inadequate funds for near-term operating needs, we will immediately reduce spending of program and
management and general expenditures

NOTE 3 - Accounts Receivable

At September 30, 2019, accounts receivable consisted of the following:

Grants receivable $ 104,405
Other receivable 27,400
$ 131,805

NOTE 4 - Line of Credit

The Festival has a $60,000 revolving line of credit with First Tennessee Bank that renews automatically every
year. The revolving line of credit bears interest at a variable interest rate (9.25% at September 30, 2019), and
is unsecured. The Festival had a balance of $47,759 due under the line at September 30, 2019.

NOTE 5 - Deferred Revenue

At September 30, 2019, the Festival had deferred revenue in the amount of $45,800 related to sponsorships
for future productions.

NOTE 6 - Leases

The Festival leases office space from Nashville Public Television which expires on June 30, 2021. The
Festival may also enter into other short term leases for rehearsal or storage space. Total rent expense for the
year ending September 30, 2019, was $9,449 for the office space and storage unit.

The following is a schedule of future minimum lease payments:

Year Ending
September 30,
2020 $ 9,790
2021 7,342
17,132
NOTE 7 — Net Assets
Net assets with donor restrictions consisted of the following at September 30, 2019:
Support for future productions $ 35,000

Board designated net assets without donor restrictions consisted of the following at September 30, 2019:

Actor’'s Equity Association $ 7,435



NASHVILLE SHAKESPEARE FESTIVAL
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE 8 - Insurance

The Festival finances insurance premiums through a third party at an annual rate of 8.00%. The Festival
made a down payment of $1,507, and the outstanding premium of $8,242 is payable in ten consecutive
payments during the next fiscal year.

The policy period is August 20, 2019 to August 20, 2020. The Festival has not booked a prepaid insurance
asset for the entire amount of the premiums and a corresponding liability for the amount of premiums
financed. The right to off-set exists and the Festival has netted these two amounts in the prepaid asset.
Insurance expense and interest expense will be recorded as the premium payments are made.

NOTE 9 - Concentrations

At September 30, 2019, 46% of our total payables were due to three vendors and 75% of our total receivables
were due from two grantors.

NOTE 10 - In-kind Contributions

The Festival receives various in-kind gifts and donations which are recorded as revenue at fair market value
and fully expensed when received. The donated goods included rental equipment, marketing items, software,
building materials, and venue rentals for the performances. Donated services included advertising, public
relations, legal, media production, and graphic design. The donated goods and services were used for both
the winter and summer theater productions, along with professional services donated for general and
administrative uses. The total amount of the in-kind revenue for the year ended September 30, 2019, was
$153,597. The total amount of in-kind expense for the year ended September 30, 2019, was $153,597.

NOTE 11 - New Pronouncements

In June 2018, FASB issued Accounting Standards Update 2018-08, Not-for-Profit Entities (Topic 958). The
update will assist organizations in evaluating whether transactions should be accounted for as contributions
(nonreciprocal transactions) or as exchange (reciprocal) transactions subject to other guidance. This update
will also assist in determining whether a contribution is conditional. This update should be applied on a
modified prospective basis for annual periods beginning after December 15, 2018. We are currently
evaluating the impact of adopting this statement.

In May 2014, FASB issued Accounting Standards Update 2014-09, Revenue from Contracts with Customers
(Topic 606). The Update provides guidance about recording contract revenue on an organization’s statement
of activities. The amendments in this Update are effective for annual periods beginning after December 15,
2018, and for annual periods and interim periods thereafter with early adoption permitted for annual periods
beginning after December 15, 2017. We are currently evaluating the impact of adopting this statement.

In February 2017, FASB issued Accounting Standards Update 2017-02, Leases (Topic 842). The Update
provides guidance about recording lease transactions on an organization’s statements of financial position
and activities. The amendments in this Update are effective for annual periods beginning after December 15,
2020, and for annual periods and interim periods thereafter with early adoption permitted. We are currently
evaluating the impact of adopting this statement.

In August 2017, FASB amended the Statement of Cash Flows topic of the Accounting Standards Codification
to clarify how certain cash receipts and cash payments are presented and classified in the Statement of Cash
Flows. The amendments will be effective for fiscal years beginning after December 15, 2018, and interim
periods within fiscal years beginning after December 15, 2019. Early adoption is permitted. We are currently
evaluating the impact of adopting this statement.
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NASHVILLE SHAKESPEARE FESTIVAL
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2019

NOTE 11 - New Pronouncements (continued)

In November 2017, FASB amended the Statement of Cash Flows topic of the Accounting Standards
Codification to clarify how restricted cash is presented and classified in the statement of cash flows. The
amendments will be effective for the organization for fiscal years beginning after December 15, 2018, and
interim periods within fiscal years beginning after December 15, 2019, with early adoption permitted. We are
currently evaluating the impact of adopting this guidance on the financial statements.

NOTE 12 - Subsequent Events

We have evaluated events subsequent to the year ending September 30, 2019. As of January 13, 2020, the
date that the financial statements were available to be issued, we are not aware of any material subsequent
events, which would require recognition or disclosure in the accompanying financial statements for the year
ended September 30, 2019.
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