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INDEPENDENT AUDITOR’S REFORT

Hawati Theatre Conter

Report on the Financial Statenyenls

We have audited the accompanying financial statements of the Hawaii Theatre Center {Center), a noenprofit
Hawaii corporation, which coniprise the slaterient of financial position as of May 31, 2015, and the related
statements of aclivilies, funclional expenses, and cash flows for e year thea ended, and the related notes to
the financial slatiements,

Management’s Responsibiliiy for the Financial Statements

Management is responsible for the preparation and fair prescitation of these financis! statements in
accordance with accounling principles generally aceepted in 1he United States of America; this inchides the
design, implementation, and mainfenance of intermal control refevant 16 the preparation and fair presentation
of financial stalements thaf are free from material misstatemen), wheiher due to fraud or grror.

Auditor's Responsibifity

Our responsibility is to express an opinion on these financial stateracnts based on ovr avdit. We conducted
our audit in accordance with audiling standards generally accepied in the United States of America, Those
standards require that we plan and perform the audit to oblain reasonablc assuranice about whether the
financial statements are frce from material misstatement,

An audit involves pesforming procedures 10 obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on fhe auditor’s judgment, including the assessment of
thie risks of material misstalement of the financial statements, whether due 10 fraud or ervor. In making those
risk assessments, the auditor considers tntemat control relevant to the preparation and fair presentation of zn
enlity's financial statements in order 10 design audit procedures that arc apprepriate in the circumsfances, but
not for the purpose of expressing an apinion on 1he effectiveness of an enlity’s infernal confro. Accordingly,
we express no such opinion. An audit also includes cvalualing the appropriateness of accounting policies
used snd Ihe reasonableness of sigaificant accounting eslimetes made by management, as well as evaluating
the overall prescalation of the financial staterents.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit epinion.
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Opinion on the Financial Statements

In our opinicn, the financial siatemeants roferred fo above present fairly, in all malerial respects, the financial
position of the Ceater as of May 31, 2015, and the changes in its net assels and ils cash flows for the year
tzen ended in confermily with accounting principles generatly accepted in the United Stales of Ametica,

Reprort on Pror Year Comparative Informiation

The financial statements of the Center as of and for the year ended May 31, 2014, were audited by anather
atditor who expressed an unmedified opinion on those audiled financial statements in their report dated
Octoder 20, 2014. In ovr opinion, the accompanying prior year comparative information is consistent, in atl
malersial respects, with the audited financial statements from which it has been derived.
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BAWAI THEATRE CENTER
STATEMENT OF FINANCIAL POSITION

As of May 31, 2015

(With Prior Yesr Compavative Information)

ASSETS

CURRENT ASSETS
Cash (including interest-bearing accounts)

2043

§ 1,623,280

$ 2,326,117

Pledges and accounls receivable -- net 31,335 133,230
Invcsiments — casrenl 29,332 26,543
Prepaid expenses and other assets L. 138363 51226
Total cyreentassets 1 320 915 _23530116
PROFERTY AND EQUIPMENT - Nt 12,067,119 12,731,197
RENTAL PROPERTY - Net 3,260,450 3,571,610
INVESTMENTS -~ Nosewseeont ] 8478 102,501
TOTAIL ASSETS §17,562.963 3§ 18,964,424
LTIABILITIES AND NET ASSITS
CURRENT LIABILITIES
Acconnts payable and accrued lisbilitics $ 180177 5 229778
Defeed revene 125837 . 37,490
Total current Habilitics .305,994 ?.' 67,269
FIABILITY FOR DEFERRED COGMPENSATION PILLAN _... 134479 102,501
LIABILITY FOR LEASE SECURITY DRPOSITS 17887 17,887
TOTALLIABILIES 433360 387,657
NET ASSETS
Unrestricled
Unrestricted - undesignated 1,394,172 2,084,698
Unreslricted -- invesied in properiy and eguipment 12,067,119 12,733,197
Unrestricted - invested in rentai propesty 3,560,458 _ 3,571,610
Total unrestricled 17,021,741 ] 8,388,905
Temporanly restricted .~ 102862 187,862
Tetal et assets 17,124,602 18,576,767
TOTAL LIABLLITIES AND NET ASSETS $17,562.963 S 18,964,424

Sce accompanying notes (o the financial statements.
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HAVWAH THEATRE CENTER
STATEMENT OF ACTIVITIES

For the Year Ended May 3%, 2015
{With Prior Year Comparative Information}

2015 2014
CHANGIES IN UNRESTRICTED NET ASSETS
Revenue and supporl
‘Fickels and advertising revenue $ 483717 § 400,711
FTC reniats and box office fees 376,808 398 583
Crants and sponsorships 205,436 306,174
Membeship and seal campaipn 3128023 130,675
Restoration surcharge 124,661 140,358
Speciat cyent - net 122,53} 154,540
Rental properly income -- net 111,876 17,641
Nef assets released from program restrictions 116,193 29,750
Unrestricted conlributions and planned gifls 04,934 74,253
¥ducation program fees 78,089 58,048
Concession, merchandise, and other income 59,567 $5,769
Net inveskment income N 1,191 3380
Toial revenue and supporn 901,026 1,765,382
Expenses
Theatre opemitions 2,653,000 2,387,859
Fundraising 325,864 326226
Management and general 291,326 262,751
Total expenses 3268190 2,979836
Revenue and support less expenses (1,367,163) (1,209,954)
Net assels reteased from gapital restrictions n .. .,055,139
Decrease in unrestiicted ngt assets JLL367.168 (154,815)
CHANGES IN TEMPGRARILY RESTRICTED NET ASSETS
Temporanly restricted grants and contributions 25,193 1,000
Net sssels reteased from tomporary resfrictions (10,093 (1,084,889)
Decrease in leinporagily sesiicted nefassets {85,000  (1,074,389)
DECREASE IN Nig¥ ASSETS (1,452.164) (1,229,704)
NET ASSETS - Beginning of year (18576767 19,806471
NIET ASS)TS - LEnd of year $17,124,603 $18,576,767

Sce accompanying notes to the financial stalements.



HAWAITTHEATRE CENTER
STATEMENT OF FUNCTIONAL EXPENSES

Yor the Year Ended dMay 31, 2015
(With Prlor Year Comparative nformation)

Mavagement

‘Theatre Fund- and 2015 2014

Operations  Raising  Cencral Total Total
Salaries, wages, and benelifs $ 71728 $116,24F  S1i2822 $ 946,349 § 957425
Depreciation 783,550 43,530 43530 879,610 329,402
Production costs 272,982 “ - 272,982 208,439
Uklities 184,240 29,021 28,176 241,437 236,038
Advertising and promotjon 169,466 6,210 5,785 181,455 136,819
Repairs and maintenance 1£5,704 20,208 13,629 149,541 20,685
Professional apd conleact services 48,703 46,600 36,225 123,528 129,977
£ducation 86,129 - . 86,129 57,798
Travel angd trassporialion 63,815 $.478 8,229 80,522 35,671
Insuraice 73,922 3,212 3,i17 80,251 72,561
Rent 49,549 7,865 7,578 64,932 77,996
Supplies and equipment 16,573 22,492 12,428 52,493 32,430
Licens¢ and Fees 40,374 5,990 2,086 48,450 41,297
Misceliancous 18,410 15,077 7,221 43,208 74,569
Cost of concession saies e 20303 o 26303 15735
Tolal expenses $2,651,000 §325864 $291,326 $3,263,190  $2,979.836

See accompanying notes fo the financial statements,



IMAWAH THEATRE CENTER
STATEMENT OF¥ CASH ¥FLOWS

For the Year Euded May 31, 2015
(With Prier Year Comparative Inforamation}

2015
CASH FLOWS FROM OPERATING ACTIVEITES
Decrease in net assets 8(1,452,164)
Adjustments to recongile decrease in net assets to
net cash used by operating activilies

Depreciation of property and equipyent 370,610
Pepreciation of rental property 11,160
{Gain) loss on investmenis (8,363)
{Increasc) decrease i
Pledges and accounts receivable - net £24,695
Prepaid expenses and other asscls (83,542}
Increase (decrease) in:
Accounts payable and accrued liabilities (49,602}
Deferred revenue 88,327
Liability for deferred compensationplan Lo
Net eash used by operating activilies __(491,801)

CASH FLOWS FROM INVESTING ACTIVITIES

Procesds from maturily of certificste of deposit -
Purchases of investimenls (6,404)
Purchases of property and equipment {204,532}
Increase in liability for Izase security deposits i
Net cash provided {used} by investing activifies 210,936

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of notes payable .

P —

Net cash used by financing activities . .

NET BECREASE IN CASH {702,837}
CASH - Beginning of year 2,326,117
CASH -- End of year $ 1,623,280

SUPPLEMENTAL INFORMATION
Cash pait during the year for interest $ 264

Sec accompanying r:ofes to the financial statements.

2014
$(1,329,7049)

829,407
11,160
1,084

261,104
19,225

(4,054)
(7,977

e omepmoRemim s

728,822
{12,600)
(354,339)
o 139
366,642

{409,940)

- 2736037

$2,326,117

St i)

$ 7,081



HAWAN THEATRE CENTER
NOTES T0O THE FINANCIAL STATEMENTS

For the Year Ended May 3%, 2018
(With Peior Year Comparative Informstion)

NOTE A -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Orpanization and Nature of Activilies

The Hawaii Thealre Center (Center) was incorporated in the State of Hawaii as 2 non-profit comoration in
April 1984. lis mission is to restore, renovate, and aperate the Hawaii Theatee (Theatre) as a leading
performance center in downtown Honoluly; to benefil the people of Hawaii and visitors to Hoanslaju by
providing a brosd range of entertainment, cullurai, and educstionsd expericnces in a facility of recoguized
excellence; providing educational opporfunilies for Hawaii’s young people; promoting the redevelopment of
downtown Honolula and stimulating its usc in the evening and on weekends; and enhancing the quality of
tife in Honolule. The Center presenls the Hawwii Theatre Center’s Amual Fundraising Gala special event in
May of cach year to provide additional funding for its programs.

The Center is exempt from federal incorre taxes under Section S01(c)3) of the U.S. Internal Revenue Code
and is not a private foundation. Accordingly, qualifying contribations to lhe Center are fax deductible.

Basis of Accounting

Tho Center reporis ils financiat position and activities according fo thyee classes of nef assefs: pnresiricted

nei assels, temporarily restricted net assets, and pennanently restricted net assels (tone al May 31, 2035 and
2014). Contributions received are recorded as unresiricted, temporatily restricted, or permanently restricted
depending on Lhe cxistence andfor nature of any donor restzictions. Support is reported when pledged and is
considered to e available for wirestricted use unless restricted by the donor, Donor restricied support is
reported when pledged as an increase in temiporaniy resiricted or pecmaneatly restricted net assets, depending
on the nature of the restriction. When a temparary resteiction is salisfied or expires, temporanly restricted net
asselg are reclassified to wnrestricted not assets. Revemue is recognized when eamed, and expenses are
recognized when the rejaled hability is incuired. Advestising and promotion costs, amounting $181,455 and
$130,819 for the years ended May 31, 20135 and 2014, respectively, are expensed the firs time the advertising

fakes place.

The Center allocates its expenses on a fanctional basis among their various prograins and supporting serviees
basedt en estimates by managenmcnt, Expenscs that can be identified with a specific program or supporting
scrvice are charged directly o the program or supposting service, Other expenses that are common to several
funciions are allecated by various bases,

Donated serviees ane yecognized as contributions §f the services create or enhance nonfinanciat assels, or
require specialized skills that are perfornted by people with those skills and would otherwise be purchased hy
the Cenler. A substantial minsber of unpaid volunteers bave made significan( contributions of their 1ime 1o the
Center. The valuc ef their lime is not relected in these financial stateinents because i1 does nol meet the
criteria for recognilion,



NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

£y AR LM T il Lh L

The accompanying fimancial statemnents have been prepared in accordance with accounting principles
generally aceepied in $he United Slates of America. The preparation of financial statements in accordance
with such generally accepted accounting principles regnires management to make estimates and assumiptions
that affect the reported amovns of assels and liabilities and disclosure of contingent asseis and Habilites 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, and it is reasonably possible that such estimates may
change within the ncar teym.,

e e e S e e i S e S e s e Z

Financial instruments thal potentially subject the Center Lo eredit risk include cash, markclable securities, and
pledges and accounts reeeivable. Cash on deposit with financial institutions exceeded the related federal
deposit insurance by approximaicly §570,600 and 51,425,600 at May 31, 2015 and 2014, respectively,
Markgtable securitics are fully insured by federal and privale insuruice, as represented by the cusiodian.
Future changes in market prices may inake (he investiments icss valnable, Pledges and accounds receivable
tave been reduced by an estiniated aflowance for doubtfinl accounts of $2,500 at May 31, 2615 and 2014,
Pledges aud aceonnts reeeivable are determined 1e be collectible or uscotlectible based on an assessment by
manageinent of the facts and circumstances retated to the individual sccounts

EEA R L ]

Investients consist of marketable secwiities stated al fair value. Net realized and unrealized gains and losses,
detenmined using the specific identification method, are included in investinent income, Tovestments are
classified as cumpent or noneurrent depending upon their avaitabilily. Javestments that are held for program
purposcs or olher shori-term purposes are classified as current. Javestments that are held for the delened
compenzation plan or other long-tern pumposes are classified as noncureent,

Property sud equipment, and rental property, are stated at cost or, if conlributed, at estimated fair market value
at the date of contribution. Depreciation is provided using the straight-line method over estimated useful lives
of 40 years for buildings and tnprevenents, and 3 {o 7 years for fumitisre and fixtures, and for equipment.
Propenty and equipmenl, and rental properly, are reviewed for impaimient whegever evenis ot changes in
circhinstances indicate that the related carrying amounts may not be recoverable, Major improvements and
expenditures for properly and equipment in excess of 3500 and with uselul lives over one year ate capitalized.
Repairs and maintenance are expensed as incumed.

DNawait General fxcise Tax

SRS ST A Z AL 2 RLL I b oot LA P

The State of Hawadi (S1ale) imposes a general excise tax of 4% on the gross receipts of e Center from rental
income and specisl evenls within the State, phus an additional 0.5% on such gross receipts within the City
and Coungy of Honolulu. Hawaii general excise tax amounted to approximately Lo 533,060 and $39,000 for
1hie years ended May 31, 2015 and 2614, respectively.



KNOTE A -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Conlinued)

Accounting principles generally accopted in the United States of America require uncerlain 12x positions lo
be recognized in the financial statements i they are more likely thar not to fail upon regulatory exanination.
Management cvaluated the Center's tax posilions as of May 21, 2015 and 2014 and for fhe years then eaded
by reviewing ifs income tax refums and confering with its tax advisors, and detennined that she Cenler had
no uncertain tax positions required {o be reported in accordance with such generally accepted accounting
principles. With few exceptions, the Center is no longer subject to examination by taxing authorities for the
tax years ended on or before May 31, 2011, due to the expiration of the statutes of Hinilations,

NOTEB - INVESTMENTS

Af May 31, 2015 and 2014, investmenls consisted of the folfowing:

2015 2014
Mulual Fands $£114,479  3102,501
Municipai bonds LAD332 26,543
Total inyestments $143.811  $122044

For the years ended May 31, 2015 and 2014, invesiment income consisted of the foltowing:

2015 2014
Interest and dividends 5 2828  $4465
Tnrealized gains {Josses) fom holding investnents L8363 (1,084
Nel invesinient inconie $14,191 $3,380

NOTEC - FAIR VALUE MEASUREMENTS

‘The established framework for measuring fair value provides a hicrarchy that prioritizes (e inpiis 1o
valualion methodelogics used 10 measure fair value, There are theee levels of the fair value hierarchy. Level §
inputs to the valuation methodologies consist of upadjusted quoted prices for identical asseis or Habikities in
aclive markets that the enfity has the ability 1o access. Level 2 inputs inchide quoted prices for similar assefs
or liabilities in active markels, quoted prices for identical or similar assels or Habilities in inaclive markets,
inputs olber Ihan quoted prices thiat are observable for the asset or liabifity, and inputs that are derived
principally from or cormoborated by abservable market data by corvelation or other means. Level 3 inputs are
unobservable and significant to the fair value measuremment. The fair value measurement leve! of an asset or
Iiability within the fair value hierarchy is based on the lowest level of any input that is significant to the fair
value messurement. Valuation methodologices nsed need Lo maximize the use of observable inputs and
minimize 1he use ol unobservable inpuls.



NOTE C — FAIR VALUE MEASUREMENTS (Conlinved})

At May 31, 2015 and 2014, the fair value measuremenis reportable by the Center consisted of investments in
mutval funds and nunicipa) bonds valued at guoted market prices, for which Level 1 valuation fnpits were
required. There wete ne investments for which Level 2 and 3 valuation inputs were required. The methods
Jescribad may produce a fair value caloulation that pray not be indicative of net realizable value or reflective
of future fair values, The use of dilerent methodologics or assumptions to determine the fair value of certain
financial instnunents could result in a different fair value measurement at the reporting date.

The following sets forth by level, within the fair value hicrarchy, the investents of the Center at fair value
as of May 31, 2015

Iavel Lovel2 Level 3 Total
Mutual funds:
Eguity funds S 85145 3 - S ~ % 85145
Fixcd income funds L2833 s LA
Total aiuinal funds 114,479 . - 114,479
Municipa) bonds L283%E n D L29332
Total invesiments at fair vatue 5143813 $ - $ - $143811

The following sefs [orth by level, within the fair vatue hictarchy, the investrments ol the Center at fair value
as of May 31, 2014:

Fevel t level 2 teveld Tod
Mutnal funds:
Lquity funds S M630  $ - § - 8 73,630
Fixed income funds .21 1 . SRR S 1 -1 )
Total mutual Fands 102,501 - - 102,501
Municipal bonds 20,543 e T 26583
Total investments at fair value 5128044 5 « 8 - 8120044

NOTED - PROPERTY AND EQUIPMENT

At May 31, 2015 and 2014, property and equipment consisted of (he foltowing:

PALER] 2014
Jand § 981,884 S 981,934
Boildings and impravements 22,291,280 2226237
Furnilure and fixtures 4,212,509 4,621,871
Equipment 323,720 312,129
Conslruclion i progress 4303 28,903
Tolat 27,811,696 27,607,164
Accumutated deprecialion L15744,577)  (14,873,967)
Property and equipment -~ net $12067,119  §12,733,197
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NOTE E - RENTAL PROPERTY

At May 31, 2015 and 2034, rental property consisted of the following:

2015 2014
Land $3,476,044 $3,476,044
Buitding L.348,955 345,953
Total 3,821,599 3,821,999
Accamulated depreciation .AZ6L,549){250,389)
Rentat property - - net $3560,450 83,571,610

NOTE F - TEMPORARILY RESTRICTED NET ASSETS

At May 31, 2015 and 2014, temporarily restricted net assefs consisted of the following:

015 2614
Tenmporarily restricted for:
Ougan restoration $102,862  5102,862
LED tighting instatlation - 75,000
Fducational programming s 10000
TFotal temyporarify restricted net assets $102,862  $1] 87,862

NOTE G-~ SPECIAY EVENT

For the years ended May 31, 2815 und 2814, revenue and expenses for the special event consisied af the
foltowing:

2013 244

Revenue

Table sales $117,500 $129,560

Augtion 34,492 46,786

Danations ...23,960 LL2A20

Tolal revenue 177,952 200496
Dircet Lixpenses

Costs of direet benefils 1o donors 49,706 37981

General excise tax U3 7975

Tolal direct expenses LLO%A 45,956
Speciat cvent -- net $122,531  $154540
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NOTE H - EMI'LOYEE BENEET PLANS

‘TEe Center sponsors a defined conlribulion, salary reduclion retirement plan covering substantially all of its
employecs, to which il may make discretionary contributions up to the maxinmun atlowed under Intesmal
Revenue Cede Section 403(b), The Center’s contrilutions to this plan amounled to $28,100 and 821,300 for
the years ended May 31, 2015 and 2014, respeclively.

The Center also sponsers a defined contatbution, deferred compensalion plan under Section 457(b) of the
Internal Revenue Code that covers certain key employees. Eligibility is delermined by the Center’s Board of
Directors. The Center’s conlsibuiions {o this plan, determined avnnally by #ts Board of Directors, ansovated
te $5,154 and $12,600 for the years ended May 31, 2015 ard 2014, respectively, ‘The assets and Habilities of
the Center includedl $1 14,479 and $102,501 related o the deferred compensation plan at May 31, 2015 and

2014, respectively,

NOTR{ - COMMITMENTS

Leases

The Center uses 8 professional propeny manager to lcase properly sdjacent te the Theatre to commercial
tenants under operaling lcases expiring al various dates fhirough Gelober 2016 (see Note E). Rental income
amounted to $245,179 and $136,427 for the years ended May 31, 2015 and 2014, respoctively. Rental
expenses amounted to $129,303 and $118,786 for the years ended May 31, 2015 and 2014, respectively,
inchading depreciation of $11,160 for the years ended May 31, 2015 and 2814, At May 31, 2015, future
nrininum lease rent receipts by years ending May 315t approximated $130,300 in 2016 and $35,700 in 2617,

$'he Center leased office space Irom others under an operating lease that expired in February 2015, Lease
rent expense, including maintenance fees for the operating lease, amounted to $64,932 and $77,996 for the

years ended May 31, 2015 and 2014, respectively.

b AL RIS A O AR A

The Center is patty to 2 Solar Power Purchase and Sales and Use Agreemenl {(Agreement) thal provides for
the Center to purchase 108% of the eagrgy oulput from a solar energy facility installed, opetated, and
maintained within the premises of Hawail Theatre. The Agreement bears an initial rate of $0.22%Wh, with
an annual escalation rate of 3% for 20 years [oliowing tie commerciat aperation date of the system (April 23,
2013), The Center has an gption 10 extend fhe term of the Agreement for an additional ton years. Thie
Agreement is subject to early termination by Ihe Center for a fee, and may be purchased by the Cenler al the
end of the term: for fair market value, Ulility charges under the Agreenient for elecirival energy amounted lo
$31,661 and $12,557 for the years ended May 31, 2015 and 2014, respectively.

NOTLJ -- CONTENGENCIES

The Center may be subject to legal proceedings, claims, or litigation arising in the ordinary course of
business for which il may seek the advice of legal counscl. Mavagemeat estimates fhat the cost to resolye
sich malfers, if any, would not be material to 1he financial statements. However, it is at least reasonably
possible that spch estimales nay change within the near term.

The Center operates in the State of Hawaif, National and intemational events can have severe, adverse effcets
on ecozomic condiliens in Hawaii due fo its geographic location. The effects on the financial statements of
the Ceater from such changes in economic canditions, if any, are not presently detenvinable,
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NOEE K. ~ FINANCIAL STATEMENT PRESENTATION

The financial statenients inchude prior year comparative information that is not in suffieiera detail to
constitute a complefe presentation in conformity with accounting prineiples generally accepied in the United
States of America. Accordingly, sech information should be read in conjunction with the Center's financial
stalements #s of and for the year ended May 31, 2044, fromi which the informalion was derived.

Certain amounts in the prior yrar comparative information have been reclassified to confoim fa the current
year presentation.

NOTE L - SURSEQUENT EVERTS

Managenienl has cvaluated subsequent events through the date of the independent auditer’s report, which is
the date the financial statements were available to be issued, aud detesmined the Center did not have any
subsequent events requiting adjnsteent to the financial statements or disclosure in the notes te the finaucial
statements.




