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Julian Sur, CPA
675 Lancaster Avenue
Berwyn PA 19312
610-647-4833
jsurcpa@comcast.net

Independent Auditor’s Report

To the Board of Directors
Main Line Art Center
Haverford, Pennsylvania

I have audited the accompanying financial statements of Main Line Art Center (a nonprofit organization) which
comprises the statements of financial position as of August 31, 2017 and 2016 and the related statements of activities
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.

Auditor's Responsibility

My responsibility is to express an opinion on these financial statements based on my audits. I conducted my audits in
accordance with auditing standards generally accepted in the United States of America. Those standards require that
1 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 auditor's judgment, including the assessment of the risk 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, I express no such opinion. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

1 believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.
Opinion
In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position

of Main Line Art Center as of August 31, 2017 and 2016, and the changes in its net assets and its cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States of America.

Julian Sur, CPA L %"J

Berwyn, Pennsylvania

December 8, 2017



Main Line Art Center
Statements of Financial Position

August 31, 2017 and 2016
(See Auditor's Report)
Assets
2017 2016
Assets:
Cash & cash equivalents $ 131,749 $ 113,437
Investments 1,211,399 1,252,639
Accounts receivable 4,505 3,666
Pledges receivable 800 2,973
Prepaid expenses 6,847 6,575
Fixed assets:
Land & building, 3,766,048 3,766,048
Equipment 96,945 136,338
Accumulated depreciation (1,085,532) (986,845)
Net fixed assets 2,777,461 2,915,541
Total assets $ 4,132,761 $ 4,294 831

Liabilities and Net Assets

Liabilities:
Accounts payable & accruals $ 24,006 $ 29,579
Line of credit 19,667 19,667
Deferred revenues 100,700 92,699
Due to former employee - 30,000
Total liabilities: 144,373 171,945
Unrestricted 2,759,977 2,856,767
Board designated 1,211,399 1,252,639
Unrestricted 3,971,376 4,109,406
Temporarily restricted 17,012 13,480
Permanently restricted - -
Net assets 3,988,388 4,122,886
Total liabilities and net assets $ 4,132,761 $ 4,294,831

The accompanying notes are an integral part of these financial statements.
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Main Line Art Center
Statements of Cash Flows
August 31,2017 and 2016
(See Auditor's Report)

2017 2016
Operating activities:
Change in net assets $ (134,498) h (166,678)
Adjustments to reconcile change in net assets
to net cash used in operating activities:
Depreciation 141,348 144,201
Investment income (116,446) (76,190)
Changes in assets and liabilities:
Accounts receivable (839) (3,254)
Pledges receivable 2,173 14,127
Prepaid expenses (272) (17N
Accounts payable and accruals (5,573) 2,195
Due to former employee (30,000) (30,000)
Deferred revenue 8,001 3,452
Net cash used in operating activities (136,106) (112,164)
Investing activities:
Net transfers from investments 157,686 106,570
Building and equipment (3,268) (28,274)
Net cash provided by investing activities 154,418 78,266
Financing activities:
Debt repaid - -
Net cash used in financing activities - -
Net change in cash 18,312 (33,868)
Cash, beginning of year 113,437 147,305
Cash, end of year $ 131,749 $ 113,437
Cash paid during the year for interest $ 604 $ 503
Cash paid during the year for income and excise taxes $ - $ -

The accompanying notes are an integral part of these financial statements.
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Main Line Art Center
Notes to Financial Statements
Years ended August 31, 2017 and 2016
(See Auditor’s Report)

1. Description of activities and summary of significant accounting policies:
Organization and activities:

Main Line Art Center ("the Center”) was formed in 1937 in Pennsylvania as a non-profit organization dedicated to
increasing the awareness of the visual arts for the entire community. It cultivates knowledge and enjoyment of the arts
by supporting the development of artists of all ages and abilities. The Center receives tuition income from visual arts
instruction and programs. Contributions from foundations, corporations, individuals and the government help the
Center to maintain the quality of these programs, exhibitions, lectures and other special events.

Financial statement presentation:

The significant accounting policies followed by the Center are described below. These accounting policies conform
to accrual accounting principles generally accepted in the United States of America. The Center is required to report
information regarding its financial position and activities according to three classes of net assets:

Unrestricted net assets: Net assets that are not subject to donor imposed stipulations. Unrestricted net assets may be
designated for specific purposes by a decision of the Board of Directors.

Temporarily restricted net assets: Net assets that are subject to donor imposed stipulations that may or will be met by
actions of the Center or the passage of time.

Permanently restricted net assets: Net assets subject to donor imposed stipulations that the gifts be restricted
permanently by the Center. Generaily, the donors of these assets allow the Center to use the income for general or
specific purposes.

Promises to give:

Contributions received are recorded as unrestricted, temporarily restricted or permanently restricted support,
depending on the existence and/or nature of any donor restrictions.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the restriction expires in
the reporting period in which the support is recognized. All other donor-restricted support is reported as an increase
in temporary or permanently restricted net assets, depending on the nature of the restriction. When a 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.

Tax status:

The Center is exempt from federal income taxes under IRC Section 501(c)(3) and is classified by the IRS as one that
is not a private foundation within the meaning of IRC Section 509 (a). The Center is registered as required with the
Pennsylvania Bureau of Corporations and Charitable Organizations. Accounting principles generally accepted in the
United States of America require management to evaluate tax positions taken by the Center and recognize a tax
liability for any uncertain position that more likely than not would not be sustained upon examination by the taxing
authorities. The Center can be subject to routine audits by tax authorities; however, there are currently no audits for
any tax periods in progress. Management believes that the Center is no longer subject to tax examinations for years
prior to 2012.

Use of estimates and basis of accounting:

The preparation of financial statements in conformity with generally accepted accounting principles in the United
States of America requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Actual results could differ from those estimates. The Center maintains its financial records on the accrual
basis of accounting, revenues are recorded as earned and expenses are recorded at the time the liabilities are incurred.



Main Line Art Center
Notes to Financial Statements
Years ended August 31, 2017 and 2016
(See Auditor’s Report)

Fixed assets:

The building and equipment are recorded at cost and depreciated on a straight-line method over the estimated useful
lives of the assets. The Center’s policy is to remove fully depreciated items from its financial statements. Land is not
depreciated and is held at its historic cost of $3,860. Additions are made to fixed assets for purchases with a useful
life greater than one year and a cost greater than $1,000.

Cash and cash equivalents:

Cash and cash equivalents consists of cash, checking and savings accounts. The Center considers all highly liquid
assets available for current use to be cash equivalents unless they are held as part of the investment portfolio.

Accounts and pledges receivable:

Accounts receivable and pledges receivable are stated at the amounts billed or pledged, net of an allowance.
Management writes off uncollectible amounts as incurred against a bad debt allowance. Management considers that
no bad debt allowance is required for either fiscal year ended August 31, 2017 and 2016. No bad debt expense was
incurred in either fiscal year.

Investments:

Investments in marketable securities with readily determinable fair values and all investments in debt securities are
reported at their fair values in the statements of financial position. Money market funds and certificates of deposit
invested for long term purposes are included in investments. Unrealized gains and losses are included in the change
of net assets. Investment income and gains restricted by a donor are reported as increases in unrestricted net assets if
the restrictions are met (either by passage of time or fulfillment of donor imposed restrictions) in the reporting period
in which the income and gains are recognized.

Deferred revenues:

Deferred revenues represent tuition income received by the Center prior to the fiscal year end for sessions after the
fiscal year end. These amounts are reported as liabilities in the accompanying statement of financial position.

2. Credit risk:

The Center maintains all of its investments and cash at one bank. The Center regularly maintains cash balances in
excess of the federally insured limit of $250,000 at this bank.

The Center invests in stocks, bonds and mutual funds which are subject to market fluctuations.

3. Donated services, materials and facilities;

The Center receives donated services from a variety of unpaid volunteers. No amounts for donated services have been
recognized in the accompanying Statements of Activities because the criteria for recognition of such volunteer effort
have not been satisfied.

4, Commitments;

The Center had accrued $160,000 previously as a retention bonus to the former executive director of the Center to
reward past endeavors. The final installment of $30,000 was paid in January 2017.

The Center leases office equipment under two operating leases requiring future monthly minimum rentals of $730 per
month through August 1, 2021.

Total rental expense for the years ended August 31, 2017 and 2016 was $11,052 and $8,994 respectively.
6



Main Line Art Center
Notes to Financial Statements
Years ended August 31, 2017 and 2016

(See Auditor’s Report)
5. Functional expenses:

The functional direct expenses are allocated by specific identification. Functional indirect expenses are allocated based
upon management estimates of time spent and square footage of the Center.

6. Investments:

Investments are comprised of cash accounts, CD’s, stocks, bonds and mutual funds, stated at fair value based upon
publicly quoted market prices. The investments are summarized as follows:

2017 2016
Cost Fair Value Cost Fair Value
Money market funds $ 20,434 $ 20434 $ 45,483 $ 45483
Fixed income securities 413,749 413,590 385,653 389,401
Equities 606,057 777375 685.614 817.755
$1,040240  $1,211,399 $1,116,750 $1,252,639

Fair Value Measurements
The Center has adopted a framework for measuring fair value which establishes a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. The three levels of the fair value
hierarchy are as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets.

Level 2 - Inputs to the valuation methodology include:

a) quoted prices for similar assets or liabilities in active markets;

b) quoted prices for identical or similar assets or liabilities in inactive markets;

¢) inputs other than quoted prices that are observable for the asset or liability;

d) inputs that are derived principally from or corroborated by observable market data by

corroboration or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must be observable for substantially
the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

Valuation methodologies used for assets reported at fair value as of August 31, 2017 and 2016 are as follows:

Mutual funds — valued at the net asset value of shares held by the Center at year end.

Common stocks — valued at the closing price reported on the active markets on which the individual securities
are traded.

Corporate and government bonds — valued at the closing value reported by pricing services of the security
held by the Center at year end.

Money market funds and certificates of deposit (CD's) — valued at cost due to the short term maturity and the
security of the FDIC coverage.



Main Line Art Center
Notes to Financial Statements
Years ended August 31, 2017 and 2016
(See Auditor’s Report)

The following tables set forth by level, within the fair value hierarchy, the Center’s investments at fair value
as of August 31, 2017 and 2016:

Fair Level Level Level
August 31, 2017 Value 1 2 3
Equity mutual funds and common stocks $ 777,375 $ 777375 % - $ -
Corporate and government bonds 413,590 - 413,590 -
Money market funds and CD's 20,434 20,434 - -
Total assets at fair value $1,211,399 $ 797,809 $ 413,590 $ -

Fair Level Level Level
August 31,2016 Value 1 2 3
Equity mutual funds and common stocks $ 817,755 $ 817,755 $ - $ -
Corporate and government bonds 389,401 - 389,401 -
Money market funds and CD's. 45,483 45,483 - -
Total assets at fair value $1,252,639 $ 863,238 $ 389,401 b -

7. Investment income:

Investment income is comprised of the following categories:

2017 2016
Interest and dividend income $ 24,508 $ 25,167
Net investment gains (losses) 102,192 61,375
Investment fees (10,.254) (10,352)
Total investment income (loss) $ 116,446 $ 76,190

8. Lines of credit:

The Center had two lines of credit of $600,000 and $200,000 with one bank. The interest rate was 1-month LIBOR
plus 1.25% with a floor of 2.5%. The $600,000 line matured on August 31, 2017 and was cancelled. The $200,000
line matures on June 9, 2018. Both lines were secured by the investments held at the bank and borrowings cannot
exceed 50% of the investment securities held as collateral at the bank.

The net borrowing outstanding under the line of credit of $200,000 was $19,167 as of August 31, 2017 and 2016,
respectively.

9. Unrestricted net assets:

The Center has adopted investment and spending policies for Board designated assets that attempt to provide a
predictable stream of funding for the Center's programs while seeking to maintain the principal of the Board designated
assets.

The Center has a policy of transferring approximately 5% of the average value (over the preceding 3 years) of the
Board designated endowment fund to other unrestricted net assets. Accordingly, $54,011 and $62,321 were transferred
from the Board designated endowment fund to support the ongoing programs of the Center in fiscal years 2017 and
2016, respectively.



Main Line Art Center
Notes to Financial Statements
Years ended August 31, 2017 and 2016
(See Auditor’s Report)

The Center’s investments are classified under the following designations:

2017 2016
Board designated endowment fund $1,111,732 $1,052,702
Board designated operating reserve 85,160 178,843
Board designated capital reserve 14,507 21,094
Other unrestricted funds - -
Investments $1,211,399 $1,252,639
The Board has designated assets as follows:

2017 2016
Board designated endowment fund $1,111,732 $1,052,702
Board designated operating reserve 85,160 178,843
Board designated capital reserve 14,507 21,094
Undesignated 2,759,977 2,856,767
Total unrestricted funds $3,971,376 $ 4,109,406

10. Temporarily restricted net assets:

The composition of the temporarily restricted net assets was:

2017 2016
Pledges receivable restricted to future years $ - $ -
Pledges receivable restricted for specific purposes - -
Gifts received restricted to future years - -
Gifts received restricted for specific purposes 17,012 13,480
$17,012 $13,480

Pledges receivable, that were not restricted to future years or for specific purposes, were $800 and $2,973 as of Augnst
31, 2017 and 2016, respectively.

11. Subsequent events:
In preparing the financial statements, management has evaluated events and transactions for potential recognition or

disclosure through December 8, 2017, the date on which these financial statements were available for issue. There
were no subsequent events that require recognition of, or disclosure in, the financial statements.



Julian Sur, CPA
675 Lancaster Avenue
Berwyn PA 19312
610-647-4833
jsurcpacomcast.net

Independent Auditor's Report on Additional Information

To the Board of Directors
Main Line Art Center
Haverford, Pennsylvania

I have audited the financial statements of Main Line Art Center as of and for the years ended August 31, 2017 and 2016, and have
issued my report thereon dated December 8, 2017, which contained an unmodified opinion on those financial statements. My audit
was performed for the purpose of forming an opinion on the financial statements as a whole. The schedule of functional expenses
is presented for the purposes of additional analysis and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In my opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

Julian Sur, CPA
Berwyn PA

December 8, 2017
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