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PKF Mueller, LLP

1707 N. Randall Road, Suite 200 = Elgin, lllinois = 60123
Ph: 847.888.8600 m Fax: 847.888.0635 m www.pkfmueller.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
of Elgin Youth Symphony Orchestra

Opinion

We have audited the accompanying financial statements of Elgin Youth Symphony Orchestra (a nonprofit
organization), which comprise the statement of financial position as of June 30, 2022 and 2021, and the related
statements of activities, functional expenses, and cash flows for the years then ended, and the related notes to
the financial statements (collectively, financial statements).

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Elgin Youth Symphony Orchestra as of June 30, 2022 and 2021, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of Elgin Youth
Symphony Orchestra and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Elgin Youth Symphony Orchestra's ability
to continue as a going concern within one year after the date that the financial statements are available to be
issued.

Certified Public Accountants m Business & Financial Advisors
Offices in Elgin, Chicago, Orland Park, Naperville, Des Plaines & Sarasota

PKF Mueller is a member firm of the PKF International Limited family of legally independent firms and does not accept any responsibility or liability for
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit 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 Elgin Youth Symphony Orchestra's internal control. Accordingly, no such opinion is
expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Elgin Youth Symphony Orchestra's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

PKF Wuelloe

Elgin, lllinois
March 16, 2023



ELGIN YOUTH SYMPHONY ORCHESTRA
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2022 AND 2021

ASSETS
2022 2021
Current assets:
Cash and cash equivalents S 208,735 327,805
Investments - without donor restrictions 158,197 177,659
Accounts receivable 6,327 4,335
Employee retention credit receivable 93,320 -
Unconditional promises to give 2,970 6,150
Prepaid expenses 2,320 -
471,869 515,949
Property and equipment:
Property and equipment 36,307 36,307
Less: accumulated depreciation and amortization (36,307) (36,225)
- 82
Other assets:
Investments - with donor restrictions 59,589 66,884
Investments - endowment 93,174 109,272
Sheet music, net 3,621 3,852
156,384 180,008
Total assets S 628,253 696,039

The accompanying notes are an integral part of the financial statements.
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ELGIN YOUTH SYMPHONY ORCHESTRA
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2022 AND 2021

LIABILITIES AND NET ASSETS

2022 2021
Current liabilities:
Accounts payable S 17,370 2,546
Payroll liabilities 14,468 9,163
Accrued expenses 5,732 6,081
Deferred revenue 71,188 70,303
Paycheck Protection Program loan - 96,805
Total current liabilities 108,758 184,898
Net assets:
Without donor restrictions:
Undesignated 363,933 329,104
Board-designated 25,251 30,844
Total without donor restrictions 389,184 359,948
With donor restrictions 130,311 151,193
Total net assets 519,495 511,141
Total liabilities and net assets 628,253 696,039

The accompanying notes are an integral part of the financial statements.
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Support and revenue:
Contributions
In-kind contributions
Grants
Program fees
Performance income
Fundraising income
Investment income (loss), net
Employee retention credit grant revenue
Gain on forgiveness of Paycheck Protection
Program loan
Other income

Net assets released from restrictions
Total support and revenue

Expenses:
Program services
Supporting services:
Management and general
Fundraising

Total supporting services
Total expenses
Change in net assets
Net assets, beginning of year

Net assets, end of year

ELGIN YOUTH SYMPHONY ORCHESTRA

STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2022 AND 2021

2022 2021
WITHOUT DONOR  WITH DONOR WITHOUT DONOR  WITH DONOR
RESTRICTIONS RESTRICTIONS TOTAL RESTRICTIONS RESTRICTIONS TOTAL
$ 186,966 - 186,966 253,284 6,046 259,330
218,981 - 218,981 211,591 - 211,591
73,551 - 73,551 182,130 - 182,130
287,606 - 287,606 257,378 - 257,378
56,367 - 56,367 1,850 - 1,850
23,988 - 23,988 11,209 - 11,209
(25,007) (15,510) (40,517) 37,859 28,264 66,123
93,320 - 93,320 - - -
64,419 - 64,419 - . -
18,592 - 18,592 - - -
998,783 (15,510) 983,273 955,301 34,310 989,611
5,372 (5,372) - 1,043 (1,043) -
1,004,155 (20,882) 983,273 956,344 33,267 989,611
637,861 - 637,861 572,862 - 572,862
253,797 - 253,797 203,212 - 203,212
83,261 - 83,261 74,452 - 74,452
337,058 - 337,058 277,664 - 277,664
974,919 - 974,919 850,526 - 850,526
29,236 (20,882) 8,354 105,818 33,267 139,085
359,948 151,193 511,141 254,130 117,926 372,056
$ 389,184 130,311 519,495 359,948 151,193 511,141

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



Amortization

Apparel expenses

Artistic personnel

Awards

Bank charges

Board development
Depreciation

Dues and subscriptions
Employer benefits
Fundraising material
Insurance

Interest expense
Marketing and advertising
Meetings and conferences
Occupancy and rental
Office expense

Other Expense

Payroll expense

Payroll taxes

Postage and shipping
Printing expense
Professional fees

Program expenses
Repairs and maintenance
Special events

Telephone and internet
Tuition and camp expenses
Performance expenses

Total expenses

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

ELGIN YOUTH SYMPHONY ORCHESTRA
STATEMENTS OF FUNCTIONAL EXPENSES
YEARS ENDED JUNE 30, 2022 AND 2021

2022 2021
PROGRAM MANAGEMENT PROGRAM MANAGEMENT
SERVICES AND GENERAL FUNDRAISING TOTAL SERVICES AND GENERAL FUNDRAISING TOTAL
231 - - 231 234 - - 234
822 - 308 1,130 - - - -
52,828 95 - 52,923 55,462 - - 55,462
118 - 1,973 2,091 7 - 3,143 3,150
3,933 15,953 1,090 20,976 - 14,182 1,859 16,041
- 470 - 470 - 470 - 470
82 - - 82 1,001 - - 1,001
480 2,186 287 2,953 57 1,801 1,795 3,653
383 1,800 - 2,183 - - - -
- - 2,317 2,317 - - 3,606 3,606
- 12,071 - 12,071 - 10,835 - 10,835
- 577 - 577 - - - -
2,194 2,900 1,334 6,428 2,600 1,146 1,480 5,226
108 2,698 - 2,806 - 392 - 392
221,534 11,016 1,038 233,588 235,445 10,325 - 245,770
11,533 5,821 1,914 19,268 6,995 6,460 870 14,325
1,500 - - 1,500 - - - -
253,182 102,000 60,125 415,307 217,835 100,750 55,000 373,585
23,916 7,955 4,539 36,410 19,577 8,217 4,130 31,924
793 3,899 220 4,912 497 3,564 936 4,997
17,625 3,634 1,422 22,681 2,952 6,625 1,633 11,210
786 75,722 - 76,508 502 33,349 - 33,851
27,029 - 220 27,249 7,606 - - 7,606
563 - - 563 1,103 - - 1,103
- - 6,474 6,474 - - - -
- 5,000 - 5,000 - 5,096 - 5,096
18,201 - - 18,201 20,989 - - 20,989
20 - - 20 - - - -
637,861 253,797 83,261 974,919 572,862 203,212 74,452 850,526




ELGIN YOUTH SYMPHONY ORCHESTRA
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2022 AND 2021

Cash provided (used) by operating activities:

Change in net assets S

Adjustments to reconcile change in net assets to net cash provided
(used) by operating activities:
Depreciation and amortization
Net realized and unrealized (gains) losses on investments
Forgiveness of Paycheck protection Program loan
Changes in:
Accounts receivable
Employee retention credit receivable
Unconditional promises to give
Prepaid expenses
Other assets
Accounts payable
Payroll liabilities
Accrued expenses
Deferred revenue

Net cash provided (used) by operating activities

Cash provided (used) by investing activities:
Proceeds from sale of investments
Purchases of investments

Net cash used by investing activities

Cash used by financing activities:
Payment of Paycheck Protection Program loan

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year S

Noncash financing transactions:

Forgiveness of Paycheck Protection Program loan S

2022 2021
8,354 139,085
313 1,235
43,489 (62,723)
(64,419) -
(1,992) 2,686
(93,320) -
3,180 (6,150)
(2,320) 1,836

- 1,289
14,824 5,799
5,305 5,252
(349) 58,458
885 -
(86,050) 146,767
4,815 4,262
(5,449) (5,968)
(634) (1,706)
(32,386) -
(119,070) 145,061
327,805 182,744
208,735 327,805
64,419 -

The accompanying notes are an integral part of the financial statements.
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 1 - NATURE OF OPERATIONS

Elgin Youth Symphony Orchestra (Orchestra) is a not-for-profit organization that was founded in 1976 and is the
oldest and largest youth orchestra program in the northwest suburbs of Chicago. The Orchestra is dedicated to
creating a community of young musicians by enriching their lives and those of their families, schools,
communities, and beyond, through the study and performance of excellent music. The Orchestra provides music
focused programming that helps young musicians to develop as leaders and philanthropists through the support
of program fees, performance income, grants, foundations, and other public contributions.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America as applicable to not-for-profit organizations (U.S. GAAP).

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Orchestra considers all highly liquid instruments with an
original maturity of three months or less to be cash equivalents.

Accounts Receivable

Accounts receivable are stated at unpaid balances, less an adjustment for the allowance for doubtful accounts.
The allowance for doubtful accounts is estimated based on the length of time the receivables are outstanding and
the anticipated future collectible amounts based on historical experience. Accounts deemed uncollectible are
charged to the allowance for doubtful accounts. No allowance was deemed necessary as of June 30, 2022 and
2021.

Employee Retention Credit

The provisions of the Coronavirus Aid, Relief, and Economic Security Act provides an employee retention credit
(ERC), which is a refundable tax credit against certain employment taxes for eligible employers. Management
determined the Orchestra qualifies for the ERC and has elected to treat the credit consistent with the treatment
of conditional grants. The Orchestra recorded a receivable and ERC grant revenue once the measurable
performance or other barrier and right of return of the ERC had been overcome. The Orchestra has recognized
$93,320 as ERC grant revenue for the year ended June 30, 2022. The Orchestra has a related receivable balance
of $93,320 as of June 30, 2022. The Orchestra has filed for refunds of the ERC and subsequent to year end has
received the refund.



ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Unconditional Promises to Give

The Orchestra records unconditional promises to give that are expected to be collected within one year at net
realizable value. Unconditional promises to give expected to be collected in future years are initially recorded at
the present value of estimated future cash flows. In subsequent years, amortization of the discount is included in
contributions or grants revenue in the statements of activities. As of June 30, 2022 and 2021, there were no
contributions not expected to be collected within one year. The Orchestra determines the allowance for
uncollectable contributions based on historical experience, an assessment of economic conditions, and a review
of subsequent collections. Promises to give are written off when deemed uncollectible. No allowance was
deemed necessary as of June 30, 2022 and 2021.

Investments

Investments are reported at fair value in the statements of financial position. Investment income or loss
(including realized and unrealized gains and losses, interest, and dividends) is reported net of external and direct
internal investment expenses and is included in the statements of activities as increases or decreases in net

assets without donor restrictions unless the income or loss is restricted by donor or law.

Beneficial Interest in Assets Held by Community Foundation

During 2019, the Orchestra established an endowment fund with the Community Foundation of the Fox River
Valley (CF) that is perpetual in nature and named the Orchestra as beneficiary. The Orchestra granted variance
power to CF, which allows CF to modify any condition or restriction on its distributions for the Orchestra. The
fund is held and invested by CF for the Orchestra’s benefit and is reported at fair value in the statements of
financial position, with distributions and changes in fair value recognized in investment income, net on the
statements of activities. As of June 30, 2022 and 2021, the balance was $53,339 and $64,525, respectively, and
included in investments - endowment on the statements of financial position.

Property and Equipment

Property and equipment have been recorded at cost if purchased or at fair value at time of donation if received
as a gift. The Orchestra capitalizes property and equipment over $500 that have a useful life of more than one
year. Depreciation of property and equipment is provided over the estimated useful lives of the respective assets
over three to seven years on a straight-line basis. Gains and losses on dispositions of property and equipment are
included in the statement of activities.

Amortization of Sheet Music

Amortization of sheet music is computed using the straight-line method over the life of the sheet music. The
estimated life of sheet music is sixty years.



ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Net Assets

Net assets, revenues, gains and losses are classified based on the existence or absence of donor or grantor-
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not subject to
donor-imposed restrictions. The Board of Directors of the Orchestra (Board) has designated, from net assets
without donor restrictions, net assets for a board-designated endowment.

Net Assets With Donor Restrictions — Net assets subject to donor-imposed restrictions. Some donor-imposed
restrictions are temporary in nature, such as those that will be met by the passage of time or other events
specified by the donor. Other donor-imposed restrictions are perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity. The Orchestra reports contributions restricted by donors as increases in
net assets with donor restrictions 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, net assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the statements of activities as net assets released from restrictions.

Support and Revenue Recognition

Revenue from Contracts with Customers

The Orchestra derives a portion of its revenue from revenue sources that involve contracts with customers.
Those sources include program fees (tuition and audition fees), performance income, and fundraising income
(consists of contributions, advertising, and spirit wear). Revenues are recognized when control of these services is
transferred to its customers in an amount that reflects the consideration the Orchestra expects to be entitled to
in exchange for those services. The Orchestra does not have a significant financing component as all payments
are received within a year of the services being provided.

The Orchestra has elected to use the portfolio approach practical expedient. The Orchestra's contracts with
customers contain similar terms and as a result, the Orchestra has elected to apply its revenue recognition
policies to a portfolio of contracts with similar characteristics. The Orchestra does not expect the results of doing
so to differ materially from applying the guidance to individual contracts.

Revenue from tuition is recognized ratably over the ensemble year as this most accurately reflects the transfer of
control. Audition fees are recognized at the time of the audition. Tuition and audition fees received in advance
are deferred to the applicable period in which the related services are performed. Tuition contracts permit
payment of tuition under one contract with three payment options: 1) a single lump-sum payment, 2) four
payment plan, or 3) six payment plan.

Fundraising income includes both contribution and contractual elements. The contractual elements include

advertising income and sales of merchandise in the form of spirit wear. Revenue from advertising is recognized
when the advertisement is run. Revenue from sprit wear sales is recognized at the point of the sale.
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Support and Revenue Recognition, Continued

Fundraising income revenue consists of the following for the years ended June 30:

2022 2021
Advertising and spirit wear income S 4,461 2,688
Contributions 19,527 8,521
Total fundraising income S 23,988 11,209

Revenue from contracts with customers consists of the following for the years ended June 30:

2022 2021
Program fees S 287,606 257,378
Performance income 56,367 1,850
Advertising and spirit wear income 4,461 2,688
Total revenue from contracts with customers S 348,434 261,916

Disaggregation of Revenue from Contracts with Customers

The following table disaggregates the Orchestra’s revenue based on the timing of satisfaction of performance
obligations for the years ended June 30:

2022 2021
Performance obligations satisfied over time S 285,281 245,033
Performance obligations satisfied at a point in time S 63,153 16,883

Contract Balances

The timing of revenue recognition, billings, and cash collections results in billed accounts receivable and deferred
revenue on the statements of financial position. The beginning and ending contract balances were as follows:

July 1, 2020 July 1, 2021 June 30, 2022

Accounts receivable S 7,021 S 4,335 6,327
Deferred revenue S 11,845 S 70,303 71,188
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Support and Revenue Recognition, Continued

Promises to Give

The Orchestra recognizes contributions when cash, securities or other assets, an unconditional promise to give,
or a notification of a beneficial interest is received. Conditional promises to give, that is, those with a measurable
performance or other barrier, and a right of return, are not recognized until the conditions on which they depend
have been substantially met. There were no conditional promises to give at June 30, 2022 and 2021.

Change in Accounting Principles — Contributed Nonfinancial Assets

In September 2020, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
No. 2020-07, Presentation and Disclosure by Not-for-Profit Entities for Contributed Nonfinancial Assets. The ASU
improves financial reporting by providing new presentation and disclosure requirements, including presenting
contributed nonfinancial assets (in-kind contributions) as a separate line item in the statements of activities apart
from contributions of cash and other financial assets. The ASU also requires additional qualitative and
qguantitative disclosures about the nature, amount, restrictions, and policies surrounding the contributed
nonfinancial assets. For the year ended June 30, 2022, the Orchestra adopted the ASU on a retrospective basis
and has adjusted the presentation in these financial statements accordingly.

In-kind Contributions

Volunteers contribute significant amounts of time to the Orchestra's program services, management and general,
and fundraising activities; however, the financial statements do not reflect the value of these contributed services
because they do not meet recognition criteria prescribed by generally accepted accounting principles. The
Orchestra recognizes donated specialized services and use of facilities which are measured at the fair value of the
donation obtained from the donor. Contributed goods are recorded at fair value at the date of donation.

Functional Expenses

The costs of program and supporting service activities have been summarized on a functional basis in the
statements of activities. The statements of functional expenses present the natural classification detail of
expenses by function. Accordingly, certain costs have been allocated among the program and supporting services
benefited.

The financial statements report certain categories of expenses that are attributable to more than one program or
supporting function. Therefore, expenses require allocation on a reasonable basis that is consistently applied.
Expenses not directly attributable to a specific function are allocated on the basis of estimates of time and effort.
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Income Taxes

The Orchestra has been determined to be exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code, and accordingly, no provision has been made for either federal or state income taxes.

The Orchestra has evaluated the tax positions taken for all open tax years. Currently, the returns for the prior
three fiscal years are open and subject to examination by the Internal Revenue Service; however, the Orchestra is
not currently under audit nor has the Orchestra been contacted by this jurisdiction.

Based on the evaluation of the Orchestra’s tax positions, management believes all positions would be upheld
under an examination; therefore, no provision for the effects of uncertain tax positions has been recorded for the

years ended June 30, 2022 and 2021.

Accounting Estimates

The preparation of financial statements in accordance with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and
liabilities at the date of the financial statements, and reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Advertising
Advertising costs are expensed as incurred. Advertising expense was $6,428 and $2,461 for the years ended June
30, 2022 and 2021, respectively, and is included with marketing and advertising expenses in the statements of

functional expenses.

Concentration of Credit Risk

During 2022, the Orchestra maintained cash balances at one financial institution. Accounts at each institution
were insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. The balances are insured by
the FDIC up to $250,000. At June 30, 2022, the Orchestra’s there were no uninsured cash balances. At June 30,
2021, the Orchestra's uninsured cash balances totaled $94,923.

New Accounting Standard — Leases

In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842). The FASB also subsequently issued additional
ASUs, which amend and clarify Topic 842. The most significant change in the new leasing guidance is the
requirement to recognize right-of-use assets and lease liabilities for operating leases in the statements of
financial position. The ASUs are effective for fiscal years beginning after December 15, 2021. Early adoption is
permitted. The Orchestra is currently evaluating the methods of adoption allowed and the effect that adoption is
expected to have on its financial position, changes in net assets, cash flows, and related disclosures.
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Management Evaluation of Going Concern

In accordance with U.S. GAAP, management performed an evaluation to determine if adverse conditions or
events, considered in the aggregate, raise substantial doubt about the Orchestra’s ability to continue as a going
concern for the one-year period from the date the financial statements were available to be issued.
Management’s evaluation did not identify any conditions or events that raise substantial doubt about the
Orchestra’s ability to continue as a going concern for the period from March 16, 2023 to March 16, 2024.

Subsequent Events

Subsequent events have been evaluated through March 16, 2023, the date that the financial statements were
available to be issued.

NOTE 3 - LIQUIDITY AND AVAILABILITY

The Orchestra regularly monitors the availability of resources required to meet its operating needs and other
contractual commitments. For purposes of analyzing resources available to meet general expenditures over a 12-
month period, the Orchestra considers all expenditures related to its ongoing program activities as well as the
conduct of services undertaken to support those activities to be general expenditures.

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,
within one year of the date of the statement of financial position, comprise the following:

2022 2021
Financial assets at year-end:
Cash and cash equivalents S 208,735 327,805
Investments 310,960 353,815
Accounts receivable 6,327 4,335
Employee retention credit receivable 93,320 -
Unconditional promises to give 2,970 6,150
Total financial assets S 622,312 692,105
Less: amounts not available for general expenditures within one year,
due to:
Board-designated S 25,251 30,844
Donor-restricted for a specific purpose 73,284 94,166
Perpetual restrictions 57,027 57,027
Total amounts not available for general expenditures within one
year 155,562 182,037
Financial assets available to meet cash needs for general expenditures
within one year S 466,750 510,068
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 3 - LIQUIDITY AND AVAILABILITY, CONTINUED

The Orchestra’s perpetual restrictions consist of donor-restricted endowments. Income from donor-restricted
endowments is restricted for specific purposes. As of June 30, 2022 and 2021, donor-restricted endowment funds
were not available for general expenditure.

The Orchestra 's board-designated endowment of $25,251 and $30,844 at June 30, 2022 and 2021, respectively,
is subject to an annual spending rate of 5% as described in Note 9. Although the Orchestra does not intend to
spend from this board-designated endowment (other than amounts appropriated for general expenditure), these
amounts could be made available if necessary.

The Orchestra’s goal is to maintain available financial assets sufficient to meet 60 days of general operating
expenditures. To meet obligations and cash liquidity needs, the Orchestra maintains a revolving line of credit
(Note 7). The purpose of the line of credit is to cover working capital expenses while waiting to collect
receivables.

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2022 and 2021 consisted of the following:

2022 2021
Instruments S 23,929 23,929
Equipment 12,378 12,378
36,307 36,307
Less accumulated depreciation (36,307) (36,225)
S - 82

NOTE 5 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are restricted for the following purposes or periods for the years ended June
30, 2022 and 2021:

2022 2021
Purpose restrictions S 62,288 72,765
Unappropriated endowment earnings 10,896 21,401
Perpetual restrictions 57,027 57,027

S 130,211 151,193
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 6 - INVESTMENTS

Investments reported at fair value at June 30, 2022 and 2021 consisted of the following:

2022 2021
Assets:
Depository account S 20,982 3,062
Beneficial interest in funds held by CF 53,339 64,525
Mutual funds 111,231 120,949
Exchange traded funds (ETF) and closed end funds (CEF) 125,408 165,279

S 310,960 353,815

NOTE 7 - LINE OF CREDIT

The Orchestra has an $80,000 unsecured line of credit. This line has no expiration date or required annual
renewal requirements and bears interest at 4.75%. No balance was owed as of June 30, 2022 and 2021 under this
line of credit agreement.

NOTE 8 - FAIR VALUE MEASUREMENTS

Accounting standards generally accepted in the United States of America establish a framework for measuring
fair value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements).

The three levels of the fair value hierarchy are described below:
Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or

liabilities in active markets that management has the ability to access at the measurement date.

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly such as:

¢ Quoted prices for similar assets or liabilities in active markets;
¢ 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;

¢ Inputs that are derived principally from or corroborated by observable market data by
correlation 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.
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NOTE 8 - FAIR VALUE MEASUREMENTS, CONTINUED

The asset’s 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.

Following is a description of the valuation methodology used for assets measured at fair value. There have been
no changes in the methodologies used at June 30, 2022 and 2021.

Equities and fixed income mutual funds: Valued at the closing price as reported by the fund. Mutual funds held by
the Orchestra are open-end mutual funds that are registered with the U.S. Securities and Exchange Commission.
These funds are required to publish their daily net asset value (NAV) and to transact at that price.

The method described above may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, while management believes its valuation method is
appropriate and consistent with other market participants, the use of different methodology or assumptions to
determine the fair value of certain financial instruments could result in a different fair value measurement at the
reporting date.

The following tables set forth by level, within the fair value hierarchy, the Orchestra’s assets at fair value as of
June 30, 2022 and 2021:

Assets at Fair Value as of June 30, 2022

Level 1 Level 2 Level 3 Total
Assets:
Mutual funds S 111,231 - - 111,231
ETF and CEF 125,408 - - 125,408
Total assets in the fair value
hierarchy S 236,639 - - 236,639
Assets measured at NAV®@) 53,339
Total assets at fair value S 289,978
Assets at Fair Value as of June 30, 2021
Level 1 Level 2 Level 3 Total
Assets:
Mutual funds S 120,949 - - 120,949
ETF and CEF 165,279 - - 165,279
Total assets in the fair value
hierarchy S 286,228 - - 286,228
Assets measured at NAV®@) 64,525
Total assets at fair value S 350,753
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ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 8 - FAIR VALUE MEASUREMENTS, CONTINUED

(@ |nvestments that are measured at NAV per share (or its equivalent) have not been classified in the fair value
hierarchy. The fair value amounts presented in this table are intended to permit reconciliation of the fair value
hierarchy to the line items presented in the statements of financial position.

For the years ended June 30, 2022 and 2021, there were no significant transfers into or out of Level 3.

Investments Measured Using the Net Asset Value per Share Practical Expedient

The following table summarizes investments measured at fair value based on the NAV per share practical
expedient as of June 30, 2022 and 2021.

Unfunded Redemption Frequency (if
June 30, 2022 Fair Value Commitments currently eligible)
Beneficial interest in funds S 53,339 N/A Daily
held by CF
Unfunded Redemption Frequency (if
June 30, 2021 Fair Value Commitments currently eligible)
Beneficial interest in funds S 64,525 N/A Daily
held by CF

NOTE 9 - ENDOWMENT

The Orchestra’s endowment consists of funds established by donors to provide annual funding for specific
activities and general operations of the Orchestra. The endowment also includes certain net assets without donor
restrictions that have been designated for endowment by the board of directors.

Interpretation of Relevant Law

The State of lllinois adopted the Uniform Prudent Management of Institutional Funds Act (UPMIFA) on June 30,
2009. The board of directors has adopted a spending policy that requires the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment fund absent explicit donor stipulations to the
contrary.
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NOTE 9 - ENDOWMENT, CONTINUED

Interpretation of Relevant Law, Continued

As a result of this policy, the Orchestra retains in perpetuity (a) the original value of initial and subsequent gift
amounts (including promises to give net of any discounts or an allowance for uncollectible pledges) donated to
the endowment and (b) any accumulations to the endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added. Donor-restricted amounts not retained in
perpetuity are subject to appropriation for expenditure by the Orchestra in a manner consistent with the
standard of prudence described by UPMIFA. The Orchestra considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

e The duration and preservation of the fund

e The purposes of the Orchestra and the donor-restricted endowment fund

e General economic conditions

e The possible effect of inflation and deflation

e The expected total return from income and the appreciation of investments
e Other resources of the Orchestra

e The investment policies of the Orchestra

Return Objectives and Risk Parameters

The Orchestra has adopted investment and spending policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing
power of the endowment assets. Endowment assets include those assets of donor-restricted funds that the
Orchestra must hold in perpetuity or for a donor-specified period as well as board-designated funds. Under this
policy, as approved by the board of directors, the endowment assets are invested in a manner that is intended to
produce results that out-perform a market index based 60% on S&P 500 index and 40% on the Lehman Brothers
Corporate/Government Bond index while assuming a moderate level of investment risk. The Orchestra expects its
endowment funds, over time, to provide an average rate of return of between .25% and 5% annually. Actual
returns in any given year may vary from this amount.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate of return objectives, the Orchestra relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Orchestra places a greater emphasis on fixed income investments to achieve its
long-term return objectives within prudent risk constraints.
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NOTE 9 - ENDOWMENT, CONTINUED

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Orchestra’s board of directors has a policy of appropriating for distribution each year, no more than 5% of its
endowment fund balance. In establishing this policy, the Orchestra considered the long-term expected return and
preservation of principal on its endowment. Therefore, these funds may tend toward more "conservative"
investment strategy. This is consistent with the Orchestra's objective to maintain the purchasing power of the
endowment assets held in perpetuity or for a specified term as well as to provide additional real growth through
new gifts and investment return.

Funds with Deficiencies

From time to time, certain donor-restricted endowment funds may have fair values less than the amount
required to be maintained by donors or by law (underwater endowments).

There were no such deficiencies at June 30, 2022 and 2021.

Endowment net asset composition by type of fund as of June 30, 2022:

Without Donor With Donor

Restrictions Restrictions Total
Board-designated endowment funds S 25,251 - 25,251
Donor-restricted endowment funds:
Original donor-restricted gift amount and
amounts required to be maintained in
perpetuity by the donor - 57,027 57,027
Accumulated investment gains - 10,896 10,896
Total endowment net assets S 25,251 67,923 93,174

Changes in endowment net assets for the year ended June 30, 2022:

Without Donor With Donor

Restrictions Restrictions Total
Endowment net assets, June 30, 2021 S 30,844 78,428 109,272
Investment return, net (2,376) (10,505) (12,881)
Appropriation of endowment assets for
expenditures (3,217) - (3,217)
Endowment net assets, June 30, 2022 S 25,251 67,923 93,174
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NOTE 9 - ENDOWMENT, CONTINUED

Endowment net asset composition by type of fund as of June 30, 2021:

Without Donor With Donor
Restrictions Restrictions Total
Board-designated endowment funds S 30,844 - 30,844
Donor-restricted endowment funds:
Original donor-restricted gift amount and
amounts required to be maintained in
perpetuity by the donor - 57,027 57,027
Accumulated investment gains - 21,401 21,401
Total endowment net assets S 30,844 78,428 109,272
Changes in endowment net assets for the year ended June 30, 2021:
Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, June 30, 2020 S 24,699 62,673 87,372
Investment return, net 7,839 15,755 23,594
Appropriation of endowment assets for
expenditures (1,694) - (1,694)
Endowment net assets, June 30, 2021 S 30,844 78,428 109,272

NOTE 10 - IN-KIND CONTRIBUTIONS

The Orchestra received the following in-kind contributions of goods, services, and facilities for the years ended

June 30:

Facilities rent
Marketing and design

Total in-kind contributions
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206,825 206,825
12,156 4,766

S 218,981 211,591



ELGIN YOUTH SYMPHONY ORCHESTRA
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2022 AND 2021

NOTE 10 - IN-KIND CONTRIBUTIONS, CONTINUED

On July 1, 2016, the Orchestra entered into an “In-Residence Ensemble Agreement” with Elgin Community
College (College). This agreement outlines the office space, rehearsal space, and the use of percussion and other
equipment that the College is willing to provide to the Orchestra, and what actions the Orchestra must provide
the College in return. The total value of the services provided by the College was $206,825 for the years ended
June 30, 2022 and 2021.

The Orchestra was provided marketing and design services at no cost. Based on current market rates for these
services, the Orchestra would have paid $12,156 and $4,766 for the years ended June 30, 2022 and 2021,
respectively.

All in-kind contributions received by the Orchestra for the years ended June 30, 2022 and 2021 were considered

to be without donor restrictions and are able to be used by the Orchestra as determined by the board of directors
and management.

NOTE 11 - OPERATING LEASES

In January 2018, the Orchestra entered into a five-year lease agreement for administrative office space, which
expired December 31, 2022. The terms of the lease provide for a monthly rent ranging from $625 to $1,100
through the lease term. The Orchestra is also required to pay its proportional share of operating costs of the
building. The lease was not renewed subsequent to year end and is currently on a month-to-month basis.

Total rent expense under the operating lease amounted to approximately $11,234 and $11,222 for the years
ended June 30, 2022 and 2021, respectively, and is included with occupancy expenses in the statements of

functional expenses.

The aggregate future minimum lease commitment on this lease as of June 30, 2022 is as follows:

2023 S 7,700

NOTE 12 - PAYCHECK PROTECTION PROGRAM LOAN

On April 16, 2020, the Orchestra received loan proceeds in the amount of $96,805 under the Paycheck Protection
Program (PPP). Established as part of the Coronavirus Aid, Relief and Economic Security Act (CARES Act), the PPP
provides for loans to qualifying businesses in amounts up to 2.5 times the business’s average monthly payroll
expenses. PPP loans and accrued interest are forgivable after a “covered period” of 24 weeks as long as the
borrower maintains its payroll levels and uses the loan proceeds for eligible purposes, including payroll, benefits,
rent, and utilities. The forgiveness amount will be reduced if the borrower terminates employees or reduces
salaries during the covered period. Any unforgiven portion of a PPP loan is payable over two years at an interest
rate of 1%, with a deferral of payments for 10 months after the end of the covered period.
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NOTE 12 - PAYCHECK PROTECTION PROGRAM NOTE LOAN, CONTINUED

The Orchestra initially recorded a note payable of $96,805 and recorded forgiveness when the loan obligation
was legally released in September 2021. The Orchestra recognized a gain on forgiveness of PPP loan principal and
interest in the amount of $64,419 for the year ended June 30, 2022. The remaining balance of $32,386 was
required to be repaid starting November 2021 at 1% interest with monthly principal and interest payments of
$4,708 and matured in May 2022. The loan was paid in full during fiscal year 2022.

NOTE 13 - CONTINGENCY

The $96,805 PPP loan and its forgiveness are subject to examination under the terms of the agreement with the
SBA for a period of six years from the date the PPP loan is forgiven, which was September 2021. The Orchestra is
not currently under examination nor has the Orchestra been contacted.

The $93,320 ERC is subject to examination for a period of up to five years from the filing date of the ERC refunds.
The Orchestra is not currently under examination nor has the Orchestra been contacted.
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