














San Jose Children's Musical Theater
Statement of Functional Expenses
For the year ended August 31, 2009

Program Services Supporting Services Total Summarized
Total Management Fund - Total
Production Outreach Program & General Raising Support 2009 2008

Salaries $508,509 $91,019 $599,528 $41,890 $118,521 $160,411 $759,939 $823,967
Payroll taxes 42,891 7,677 50,568 3,533 10,015 13,548 64,116 68,470
Fringe benefits 53,247 9,531 62,778 4,386 12,432 16,818 79,596 91,638
Total salaries 604,647 108,227 712,874 49,809 140,968 190,777 903,651 984,075
Advertising 23,931 1,413 25,345 99 49,199 49,299 74,644 94,869
Bad debts 829.1 829 829 5,163
Conferences & meetings 556 556 2,657 660 3,317 3,872 4,041
Costumes 29,249 491 29,740 29,740 43,150
Dues, fees & other charges 67,888 12,293 80,181 11,361 1,785 13,145 93,326 105,737
Equipment lease / purchase 19,619 2,123 21,742 14,968 2,637 17,605 39,346 68,729
Insurance 4,129 826 4,955 6,488 508 6,996 11,950 9,524
Interest expense 261 261 261 1,406
Maintenance & repair 101 101 622 28 650 751 3,927
Outside services 210,605 102,835 313,441 89,106 25,681 114,787 428,227 299,075
Postage 2,321 2,321 5,996 4,400 10,397 12,718 14,123
Printing & programs 41,358 2,210 43,568 710 4,605 5,315 48,883 57,257
Program expenses 1,479 22,830 24,309 24,309 24,496
Props and sets 81,747 1,976 83,723 83,723 128,486
Rent 119,232 4,471 123,703 22,356 2,981 25,337 149,040 149,040
Royalties 102,616 102,616 102,616 109,182
Scripts & scores 2,657 35 2,692 2,692 1,284
Supplies 3,222 3,222 3,222 76,641
Sound & lighting 14,099 6,977 21,076 7,453 2,763 10,216 31,292 15,942
Telephone 1,200 241 1,441 6,864 6,864 8,305 6,960
Theater rental 79,896 8,507 88,403 88,403 93,576
Travel & entertainment 16,600 952 17,552 143 935 1,079 18,631 30,700
Utilities 595 595 3,526 3,526 4,121 3,828
Subtotal before depreciation 1,428,575 276,408 1,704,983 222,419 237,151 459,569 2,164,553 2,424,787
Depreciation 33,627 6,208 39,835 7,242 4,656 11,899 51,734 43,470
Total expenses $1,462,202 $282,617  $1,744,819 $229,661 $241,807 $471,468 $2,216,287 $2,468,257

The accompanying notes are an integral part of this financial statement.



San Jose Children's Musical Theater
Statement of Cash Flows
For the year ended August 31, 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net assets

Adjustments to reconcile increase in net assets to net
cash provided by operating activities:
Depreciation

(Increase) decrease in operating assets
Grants and awards receivable
Pledges receivable
Other receivables
Prepaid expenses & deposits

Increase (decrease) in operating liabilities
Accounts payable
Deferred revenue
Accrued compensation

NET CASH PROVIDED / (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of capital equipment, net of disposals
NET CASH PROVIDED / (USED) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Principle payments on capital leases
NET CASH PROVIDED / (USED) BY FINANCING ACTIVITIES

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
BEGINNING CASH AND CASH EQUIVALENTS
ENDING CASH AND CASH EQUIVALENTS

Supplemental Disclosures:
Interest Paid

Total Summarized
2009 2008
$204,241 ($40,072)
51,734 43,470
(56,125) 20,711
27,625 (84,982)
6,793 (71,033)
23,320 (42,951)
(91,308) 91,601
12,433 (12,381)
1,344 9,422
180,057 (86,215)
(32,889) (60,051)
(32,889) (60,051)
(4,448) (6,162)
(4,448) (6,162)
142,720 (152,428)
58,646 211,073
$201,365 $58,646
$261 $1,406

The accompanying notes are an integral part of this financial statement.
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SAN JOSE CHILDREN’S MUSICAL THEATER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2009

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities

San Jose Children’s Musical Theater (Organization) is a nonprofit art, education, and cultural 501(c)(3)
organization incorporated in the state of California in 1972. San Jose Children’s Musical Theater is
dedicated to the development of youth through performing arts skills using the mediums of musical theater
production, performing arts classes, community outreach, and other related activities.

Programs

Theatrical Production — providing quality, professional musical theater entertainment for performers and
audiences. Outreach — providing year-round arts education classes.

Summary of Significant Accounting Policies
Financial Statement Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles. The Organization prepares its financial
statements in accordance with accounting standards of nonprofit Organizations.

The Organization reports 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 include those assets over which the Board of Directors has discretionary
control in carrying out the operations of the Organization. Temporary restricted net assets include those
subject to a donor restriction and for which the applicable restriction was not met at the end of the current
reporting period. Permanently restricted net assets include those subject to a non-expiring donor restriction.
During this reporting period the Organization did not have any permanently restricted net assets.

Use of Estimates

The preparation of financial statements in conformity with general accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

Cash equivalents consist of short-term, highly liquid investments, which are readily convertible into cash
within (90) days of purchase.

Pledges

Pledges are unconditional promises to give and are recognized as revenue upon notification. Pledges are
recorded at their net realizable value if collectable within one year and at their fair value if collectable after
one year.

Allowance for Doubtful Accounts

The Organization maintains an allowance on pledges receivable equal to the actual amount determined
uncollectable or $500, which ever is more.



SAN JOSE CHILDREN’S MUSICAL THEATER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2009

Revenue recognition

Grant revenue and contributions are recognized when the revenue is awarded or pledged. Program
revenue is recognized in the period in which the service is provided.

Contributions

The Organization accounts for contributions received and contributions made in accordance with accounting
standards for nonprofit organizations. Contributions received are recorded as unrestricted, temporarily
restricted, or permanently restricted support depending on the existence and, or nature of any donor
restrictions. Restricted contributions are reported as an increase in temporarily or permanently restricted
net assets. When the restriction is met, the amount is shown as a reclassification from restricted net assets
to unrestricted net assets.

Contributed Goods and Services

Contributions in-kind are recognized as follows: Donated goods are recorded at estimated fair market value
at the date of donation. Contributed services, which require a specialized skill and which the Organization
would have paid for if not donated, are recorded at estimated fair market value at the time the services are

rendered. Donated services that do not require specific expertise but which are nonetheless central to the
Organization’s operations are disclosed in the footnotes to the financial statements.

Fixed Assets

Furniture, equipment, sets and props with a value over $500 are capitalized at cost when purchased, or at
their estimated fair market value if donated. Depreciation is computed using the straight-line method over
the asset’s estimated useful life, which ranges from three to ten years.

Functional Allocation of Expenses

The costs of operating the Organization’s program and supporting services have been summarized on a
functional basis in the statement of functional expenses. Accordingly, certain costs have been allocated
among the programs and supporting services benefited based on management'’s estimates of time worked
in each program.

Advertising

Advertising costs are expensed as incurred.

Income Tax Status

The organization is exempt from federal and state income taxes under Section 501(c)3 of the internal
revenue code and similar state provisions. Accordingly, income taxes are not provided for in the financial
statements. The Organization is not classified as a private foundation.

Comparative Financial Information

The financial statements include certain prior year summarized comparative information in total but not by
net asset class. Such information does not include sufficient detail to constitute a presentation in conformity
with Generally Accepted Accounting Principles. Accordingly, such information should be read in
conjunction with the Organization’s financial statements for the year ended August 31, 2008, from which the
summarized information was obtained.

Deferred Revenue

Income from program revenue is deferred and recognized over the period to which the fees relate.
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SAN JOSE CHILDREN’S MUSICAL THEATER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2009

Fair Value of Financial Instruments

The Organization adopted the provisions of SFAS 157, Fair Value Measurements on September 1, 2008.
Under SFAS 157 fair value is defined as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date.

In determining fair value, the Organization uses various valuation approaches. SFAS 157 establishes a fair
value hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and
minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are those that market participants would use in pricing the asset or liability
based on market data obtained from sources independent of the Organization. Unobservable inputs reflect
the Organization’s assumption about the inputs market participants would use in pricing the asset or liability
developed based on the best information available in the circumstances. The fair value hierarchy is
categorized into three levels based on the inputs as follows:

Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities
that the Organization has the ability to access. Valuation adjustments and block discounts are not applied
to Level 1 securities. Since valuations are based on quoted prices that are readily and regularly available in
an active market, valuation of these securities does not entail a significant degree of judgment.

Level 2 — Valuations based on quoted prices in markets that are not active or for which all significant inputs
are observable, either directly or indirectly.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

The availability of valuation techniques and observable inputs can vary and is affected by a wide variety of
factors. To the extent that valuation is based on inputs that are less observable in the market, the
determination of fair value requires more judgment. Those estimated values do not necessarily represent
the amounts that may be ultimately realized due to the occurrence of future circumstances that cannot be
reasonably determined. Because of the inherent uncertainty of valuation, those estimated values may be
materially higher or lower than the values that would have been used had a ready market exist.
Accordingly, the degree of judgment exercised by the Organization in determining fair value is greatest for
assets and liabilities categorized in Level 3.

The carrying amounts of cash and unconditional grants receivable to be received in less than one year
approximate fair value because of the short maturity of these financial instruments. The fair value of grants
receivable to be received in more than one year is determined based on estimated future cash flows.

The Organization’s financial instruments at August 31, 2009 are summarized as follows:

Quoted Prices in
Active Markets for
Identical Items

Assets Fair Value Level 1
Cash $201,365 $201,365
Accounts & Grants Receivable $450,734 $450,734

NOTE B — GRANTS AND AWARDS RECEIVABLE

Grants and awards receivable at August 31, 2009 are $299,856 and are current.



SAN JOSE CHILDREN’S MUSICAL THEATER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2009
NOTE C — PLEDGES RECEIVABLE

Pledges receivable at August 31, 2009 are due as follows:

Pledges receivable, current $25,000
Pledges receivable, long term $50,000
Allowance for doubtful accounts ($500)

Net pledges receivable $74,500

The balance includes a concentration from Brandenburg, Staedler & Moore of $74,500, or 100%. A
discount on long term pledges has not been calculated as it is considered trivial in amount.

NOTE D — ACCOUNTS RECEIVABLE

Accounts receivable at August 31, 2009 are as follows:

Employee receivable $100
Outreach program fees $76,278
Total accounts receivable $76,378

The balance includes a concentration from Foothill College of $76,278, or 99%.

NOTE E - FIXED ASSETS

Fixed assets and related accumulated depreciation at August 31, 2009 consist of the following:

Equipment $155,563
Computers & Software $50,864
Props, Sets & Costumes $346,290
Total $552,717

Accumulated depreciation ($368,067)
Net book value $184,650

NOTE F - LEASE COMMITMENTS

The Organization leased five computers, under three separate lease agreements, with effective interest
rates ranging from 16% to 28%, that expire in varying years through November 2009. The amount
capitalized under these leases is $26,876 and the related accumulated depreciation is $18,924, at August
31, 2009. Lease expense for the year ending August 31, 2009 under these agreements is $6,363. Future
minimum lease payments due under these lease agreements is $225 for the year ending August 31, 2010.

Operating leases: The Organization leases office space on a month-to-month cancelable lease basis and
the Organization leases the Montgomery Theater as needed. Lease expense for the year ending August
31, 2009 under these agreements is $149,040 and $88,403, resepctively. Future minimum lease payments
due under these lease arrangements is $56,800 for the year ending August 31, 2010.

The Organization leases two photocopiers and a postage meter. Lease expense for the year ending August
31, 2009 under these agreements is $9,566. Future minimum payments due under these lease
agreements: $11,606 for the years ending August 31, 2010, and August 31, 2011, $10,230 for the year
ending August 31, 2012, $9,771 for the year ending August 31, 2013, and $814 for the year ending August
31, 2014.
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SAN JOSE CHILDREN’S MUSICAL THEATER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2009

NOTE G - CONTINGENT LIABILITIES

Conditions contained within the various contracts awarded to the Organization are subject to the funding
agencies' criteria under which expenditures may be claimed and are subject to audit under such criteria.
Occasionally, such audits may determine that certain costs incurred against the grants may not comply with
the established criteria that govern them. In such cases, the Organization could be held responsible for
repayments to the funding agency for the costs or be subject to reductions of future funding. Management

does not anticipate any questioned costs for the contracts administered during the period.

NOTE H — DEFERRED REVENUE

The Organization’s deferred revenue, $77,722, consists of advance ticket sales received for performances
scheduled in the following fiscal year $67,322 and advanced payments received for club cmt tuition that are

scheduled in the following fiscal year.

NOTE | - TEMPORARILY RESTRICTED NET ASSETS

For the year ended August 31, 2009 the Organization's temporary restricted net asset activity consists of:

Purpose / Time Description Beginning Additions Released Ending

Equipment $4,751 $7,000 ($11,751)

Administrative $14,100 ($14,100)

Outreach $15,000 ($15,000)

Production $186,000 ($186,000)

Time Restricted $301,568 $416,356 ($226,568) $491,356
Total $306,319 $638,456 ($453,419) $491,356

NOTE J - CONTRIBUTIONS IN-KIND

For the year ended August 31, 2009, the Organization recognized the following in-kind donations:

Media Advertising
Telephone Equipment

Supplies, Costumes & Props

Total

NOTE K - SPECIAL EVENTS

For the year ended August 31, 2009, the Organization participated in the following special event, Gala:

Auction Sales
Ticket Sales
Donations
Total Revenue
Facility & Food
Other Direct Costs
Total Direct Costs
Gross Proceeds
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$15,000
$17,324
$7,009

$39,333

$26,885
$34,385
$66,258

$127,528

$17,350
$34,281

$51,631

$75,897




SAN JOSE CHILDREN’S MUSICAL THEATER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended August 31, 2009

NOTE L — FINANCIAL INSTRUMENTS

Financial instruments that potentially subject the Organization to concentrations of credit risk consist
principally of temporary cash investments and grants receivable.

The Organization maintains a majority of their cash in bank deposit accounts that, at times, may exceed
federally insured limits of $250,000. The organization has not experienced any losses in such accounts.
Management believes the organization is not exposed to any significant credit risk related to cash. At
August 31, 2009, the Organization’s uninsured cash balance is $59,865.

At August 31, 2009 concentrations of grants receivables are as follows: 49% is due from the City of San
Jose and 28% is due from the Hewlett Foundation. 100% of the pledges receivable are due from
Brandenburg, Staedler & Moore. For the year ended August 31, 2009 concentrations in grant revenue are
as follows: 35% is due from the City of San Jose and 28% is due from the Hewlett Foundation. The ability
of certain of the Organization’s grants & awards to continue to provide amounts comparable with prior years
may be dependent upon current and future economic conditions and budget constraints. While the Board of
Directors believes the Organization has the resources to continue current and future programs, its ability to
do so, and the extent to which it does continue, may be dependent on the above factors.

NOTE M — FAIR VALUE MEASUREMENTS

The Organization’s assets recorded at fair value have been categorized based upon a fair value hierarchy in
accordance with SFAS 157, as follows:

Assets Carrying Amount Fair Value
Cash $201,365 $201,365
Accounts & Grants Receivable $450,734 $450,734
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