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INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Idyllwild Arts Foundation

Opinion

We have audited the financial statements of Idyllwild Arts Foundation (the “School”), which comprise the
statements of financial position as of June 30, 2023 and 2022, and the related statements of activities,
functional expenses, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the School as of June 30, 2023 and 2022, 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 (GAAS). 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 the School 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 the School’s ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.
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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 GAAS 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
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IDYLLWILD ARTS FOUNDATION

STATEMENTS OF FINANCIAL POSITION
June 30, 2023 and 2022

2023 2022
Current assets
Cash and cash equivalents $ 7,437,639 $ 4,538,923
Tuition receivable 152,216 440,125
Contributions receivable 3,555,516 3,223,000
Inventory 231,573 222,085
Prepaid expenses and other receivables 266,253 370,214
Total current assets 11,643,197 8,794,347
Noncurrent assets
Contributions receivable 1,593,834 5,365,000
Property and equipment, net 22,180,123 22,166,466
Right-of-use assets 49,312 60,425
Deposits and other assets 41,915 102,346
Investments 7,539,049 7,106,747
Total noncurrent assets 31,404,233 34,800,984
Total assets $ 43,047,430 $ 43,595,331
Current liabilities
Accounts payable $ 526,728 $ 616,180
Accrued expenses 1,166,736 1,155,307
Deferred revenue 8,829,825 7,391,983
Line of credit 1,251,740 1,129,902
Finance lease liabilities 45,009 41,294
Notes payable 60,288 59,595
Total current liabilities 11,880,326 10,394,261




IDYLLWILD ARTS FOUNDATION

STATEMENT OF ACTIVITIES
Year Ended June 30, 2023

Without Donor With Donor
Restrictions Restrictions Total
Operating revenues and support
Academy tuition and fees $ 17,854,955 $ - $ 17,854,955
Summer program fees 2,255,689 - 2,255,689
Less financial aid and scholarships (7,437,628) - (7,437,628)

Net academy tuition and summer program fees 12,673,016 - 12,673,016



IDYLLWILD ARTS FOUNDATION

STATEMENT OF ACTIVITIES
Year Ended June 30, 2022

Without Donor With Donor
Restrictions Restrictions Total
Operating revenues and support
Academy tuition and fees $ 19,266,117 $ - $ 19,266,117
Summer program fees 913,283 - 913,283

Less financial aid and scholarships (8,068,308) - (8,068,308)




IDYLLWILD ARTS FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2023

Program Services Supporting Services
Total Program General and Total Supporting
Academy Summer Auxiliary Services Administrative Fundraising Services Total

Personnel cost $ 8,025,361 $ 927,274 $ 168,913 $ 9,121,548 $ 1,284,075 $ 1,185,227 $ 2,469,302 $ 11,590,850
Professional fees - - - 224,755 - 224,755 224,755
Other fee for service 530,344 329,511 285 860,140 257,095 462,294 719,389 1,579,529
Advertising and promotion 27,827 43,498 - 71,325 - 338,641 338,641 409,966
Information technology 18,816 - - 18,816 179,545 32,221 211,766 230,582
Occupancy 78,929 131,385 - 210,314 29,366 - 29,366 239,680
Travel 212,375 25,050 183 237,608 32,292 21,577 53,869 291,477
Interest - - - - 228,935 - 228,935 228,935
Other administrative expense 669,480 39,995 213,630 923,105 262,630 339,945 602,575 1,525,680
Dining hall student meals 1,460,088 383,541 - 1,843,629 - - - 1,843,629
Program services 494,058 79,019 - 573,077 - 6,373 6,373 579,450
Depreciation and amortization 858,019 201,245 8,380 1,067,644 114,041 7,957 121,998 1,189,642
Insurance 1,191,483 279,458 11,636 1,482,577 158,362 11,049 169,411 1,651,988
Facilities management 2,232,387 523,599 21,802 2,777,788 263,878 20,701 284,579 3,062,367

Total expenses by function $ 15,799,167 $ 2,963,575 $ 424,829 $ 19,187,571 $ 3,034,974 $ 2,425,985 $ 5,460,959 $ 24,648,530

See notes to financial statements.
6



IDYLLWILD ARTS FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2022

Program Services Supporting Services
Total Program General and Total Supporting
Academy Summer Auxiliary Services Administrative Fundraising Services Total

Personnel cost $ 7,792,204 $ 634,732 $ 186,987 $ 8,613,923 $ 1,341,540 $ 827,415 $ 2,168,955 $ 10,782,878
Professional fees - - - 461,540 - 461,540 461,540
Other fee for service 495,462 142,825 13,480 651,767 307,524 619,075 926,599 1,578,366
Advertising and promotion 1,200 19,859 - 21,059 - 263,104 263,104 284,163
Information technology 154,481 - - 154,481 158,210 2,170 160,380 314,861
Occupancy 46,228 31,542 - 77,770 20,916 1,976 22,892 100,662
Travel 132,446 15,729 72 148,247 20,348 7,979 28,327 176,574
Interest - - - - 103,567 - 103,567 103,567
Other administrative expense 236,755 22,924 207,667 467,346 71,768 256,995 328,763 796,109
Dining hall student meals 1,361,602 287,078 - 1,648,680 - 764 764 1,649,444
Program services 454,094 36,604 - 490,698 - 19,389 19,389 510,087
Depreciation and amortization 829,274 194,256 8,057 1,031,587 114,400 7,650 122,050 1,153,637
Insurance 972,028 227,695 9,444 1,209,167 134,093 8,968 143,061 1,352,228
Facilities management 2,070,407 484,988 20,116 2,575,511 285,617 19,100 304,717 2,880,228

Total expenses by function $ 14,546,181 $ 2,098,232 $ 445,823 $ 17,090,236 $ 3,019,523 $ 2,034,585 $ 5,054,108 $ 22,144,344

See notes to financial statements.
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Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to cash
provided by (used in) operating activities:

Depreciation and amortization
Net realized and unrealized (gains) losses on investments
Gain on debt extinguishment — PPP loan
Gain on sale of property and equipment

IDYLLWILD ARTS FOUNDATION
STATEMENTS OF CASH FLOWS
Years Ended June 30, 2023 and 2022

2023 2022

$ (1,930,022) $ 2,324,287

1,189,642 1,153,637
(604,023) 1,050,149
- (1,961,732)

(577,454)



IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 1 — NATURE OF ORGANIZATION

Idyllwild Arts Foundation (the “School”) is a nonprofit tax-exempt organization that provides its
community members with an independent boarding high school, as well as auxiliary programs for
students ranging in age from 5 to 99+, all focused in a variety of art disciplines.

Idyllwild Arts Foundation is the intentionally founded respite for and collective of creators
envisioning the purpose of the person of the artist and the artist’s role and responsibility to
society. Idyllwild Arts believes that art is the greatest teacher of humanity. And that the practice
of creativity, no matter the ultimate expression, hones each individual’s desire and ability to craft
global change.

The students of Idyllwild Arts are taught to be more attuned and aware humans and more
accomplished creators, individuals who differentiate themselves in their fields and through their



IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventory
Inventory consists of schoolbooks and supplies, Native American artifacts held for sale, and

cafeteria food and supplies stated at the lower of cost or net realizable value, using the first-in,
first-out method. Management has determined no reserve is required as of June 30, 2023
and 2022.

Investments

Investments in marketable securities with readily determinable fair values and all investments in
debt securities are recorded at fair value, based on quoted market prices, in the statement of
financial position. Changes in unrealized gains and losses resulting from changes in fair value,
less external investment expenses, are reflected in the statement of activities.

Investments received through gifts are recorded at estimated fair value at the date of donation.

Dividend and interest income are accrued when earned. Dividend and interest income earned
from investments in all net asset classifications is allocated based on the individual investment
asset as a percentage of total investment assets. Income from donor-restricted investments is
recorded as without restriction, except where the instructions of the donor specify otherwise.

Property and Equipment

Purchased property and equipment are stated at cost and donated property and equipment are
recorded at their estimated fair market value at the date of donation. Depreciation and
amortization are provided using the straight-line basis over estimated useful lives as follows:

Building and building improvements 5 - 40 years
Land improvements 5 - 40 years
Furniture and equipment 3 - 20 years
Vehicles 5 years
Other assets 5-15years
Leased equipment Lesser of useful life or term of lease

Construction in progress is stated at cost and is not depreciated until such time as the relevant
assets are completed and ready for operational use. Expenditures for replacements and
betterments are capitalized while repairs and maintenance are charged to expense as incurred.

Impairment of Long-lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Measurement of an
impairment loss is based on the fair value of the asset. The School did not recognize any
impairment charges during the years ended June 30, 2023 and 2022.
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

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 that are not subject to donor-imposed
restrictions and that may be expendable for any purpose in performing the primary
objectives of the School.

Net Assets with Donor Restrictions — Net assets subject to donor- (or certain grantor-)
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. Donor-imposed restrictions are released when a
restriction expires, that is, when the stipulated time has elapsed, when the stipulated
purpose for which the resource was restricted has been fulfilled, or both. Donor-restricted
contributions received and expended in the same reporting period are recorded as net
assets without donor restrictions.

Revenue Recognition

The School recognizes tuition, room and board, and fee revenues based on the type of revenue
and service provided in exchange. The School applies the following five-steps: (i) identify the
contract(s) with a customer; (ii) identify the performance obligation(s) in the contract; (iii)
determine the transaction price; (iv) allocate the transaction price to the performance
obligation(s) in the contract; and (v) recognize revenue when (or as) the School satisfies a
performance obligation.

At contract inception, once the contract is determined to be within the scope of ASC 606, the
School identifies the performance obligations in the contract by assessing whether the goods or
services promised within each contract are distinct. The School then recognizes revenue for the
amount of the transaction price that is allocated to the respective performance obligation when
or as the performance obligation is satisfied.

The School recognizes revenue from the following contractual fee structure:

Tuition Deposits: The School earns a tuition deposit from students when it reserves a
place for the student in its classes and dormitories upon receiving notice of the student’s
intent to enroll in the School through acceptance of the tuition agreement and payment
of the tuition deposit. The School recognizes tuition deposit revenue when it is paid by
the student.

11



IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition (Continued)

12



IDYLLWILD ARTS FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition (Continued)

During the years ended June 30, 2023 and 2022, the School recognized revenue in the following

amounts:

Academy tuition

Academy room and board

Other fees

Summer tuition and fees

Private lessons

Summer room and board

Academy Scholarships and discounts
Academy tuition remission

Summer scholarships and discounts
Summer tuition remission

Total

2023 2022
$ 7,930,573 $ 8,742,019
8,556,929 9,233,238
1,116,253 980,340
1,514,055 610,931
251,200 310,520
741,634 302,352
(6,679,265)  (7,444,808)
(152,250) (300,000)
(543,739) (310,745)
(62,374) (12,755)

$ 12,673,016 $ 12,111,092

The School excludes revenue sales tax and other government-assessed and imposed taxes on
revenue-generating activities that are invoiced to customers.

Functional Allocation of Expenses

The expenses of providing various programs and other activities have been presented on a
functional basis. Program expenses include direct costs associated with programs and facilities
management costs which are used by all programs. In addition, certain costs have been allocated
among the programs and supporting services benefited. The expenses of providing various

programs and other activities have been present
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued)

CARES Act

The School received the Employee Retention Credit (ERC) under the CARES Act. The refundable
tax credit is 50% of up to $10,000 in wages paid by an eligible employer whose business has
been financially impacted by COVID-19. For the years ended June 30, 2023 and 2022, the School
recognized revenues of $0 and $1,059,333, respectively, from the ERC.

Estimated Fair Value of Financial Instruments

In accordance with U.S. GAAP, in determining fair value, the School uses the market or income
approach. Based on this approach, the School utilizes certain assumptions about risk and/or
the risks inherent in the inputs to the valuation technique. These inputs can be readily
observable, market corroborated or generally unobservable inputs. The School utilizes valuation
techniques that maximize the use of observable inputs and minimize the use of unobservable
inputs. Based on the observability of the inputs used in the valuation techniques, the School is
required to provide the following information according to the fair value hierarchy. The fair value
hierarchy ranks the quality and the reliability of the information used to determine fair values.

A three-tier value hierarchy categorizes the inputs as follows:

Level 1 — Observable inputs that reflect quoted prices (unadjusted) for identical assets
or liabilities in active markets.

Level 2 — Include other inputs that are directly or indirectly observable in the
marketplace.

Level 3 — Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. For the years ended
June 30, 2023 and 2022, the application of valuation techniques applied to similar assets and
liabilities has been consistent.

The basis of fair value for equities and fixed income funds differs depending on the investment.
The following is a description of the valuation methodologies used for such instruments
measured at fair value:

Equity funds — The basis of fair value for equities is the market value based on quoted
market prices; they are classified within Level 1 of the valuation hierarchy.

Fixed Income funds — The fair value of fixed income funds is the market value based on
quoted market prices; they are classified within Level 1 of the fair value hierarchy.
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentration of Credit Risk

Certain financial instruments held by the School potentially subject the School to concentrations
of credit risk. These financial instruments include cash and cash equivalents, tuition and
contribution receivables, and investments.

The School maintains its cash and cash equivalents in several financial institutions that, from
time to time, exceed amounts insured by the Federal Deposit Insurance Corporation (FDIC), which
is insured up to $250,000. As of June 30, 2023 and 2022, the School had deposits in excess
of federally insured amounts of $5,407,742 and $3,862,987, respectively. The School has not
experienced any losses in such accounts and believes it is not exposed to any significant credit
risk on cash and cash equivalents.

With respect to contributions and receivables, the School routinely assesses the financial
strength of its creditors and students and believes that the related credit risk exposure is limited.

Investment securities, in general, are exposed to various risks—such as interest rate, credit and
overall market volatility. Due to the level of risk

15



IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changes in Accounting Principles (Continued)
Upon adoption, the School elected the following accounting policies or practical expedients
related to ASC Topic 842:

not reassess whether any expired or existing contracts are or contain leases, not
reassess the lease classification for any expired or existing leases, and not reassess
initial direct costs for any existing leases;

apply accounting similar to ASC Topic 840 operating leases accounting to leases that
meet the definition of short-term leases;

to use the risk-free rate for a period comparable to the lease term published by U.S.
Department of the Treasury on the lease commencement date.

Recently Issued Accounting Pronouncements

16






IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 3 — AVAILABLES RESOURCES AND LIQUIDITY (Continued)

In comparing the earned revenue to the budgeted expenses, management determines the

fundraising goal required to achieve a balanced budget. The table below depicts the amount
needed:

2024 2023

Earned income, budgeted amount:
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 5 — PROPERTY AND EQUIPMENT, NET

As of June 30, 2023 and 2022, the School’s property and equipment consisted of the following:

2023 2022

Buildings and improvements $ 30,815,039 $ 28,115,796
Land 5,543,764 5,612,324
Furniture and equipment 3,268,840 3,183,844
Land improvements 1,407,106 1,397,938
Vehicles 1,169,926 1,169,926
Construction in progress 841,436 2,571,753
Other assets 635,214 635,214
Finance lease equipment 211,335 211,335
43,892,660 42,898,130

Less accumulated depreciation (21,663,225) _ (20,671,239)
Total property and equipment $ 22,229,435 $ 22,226,891

Construction in progress at June 30, 2023 and 2022, respectively, represents planning and
construction costs on the North American Arts Center, website buildout and the faculty housing
renovation projects.

NOTE 6 — LINES OF CREDIT

The School maintains separate revolving lines of credit for capital projects with a bank that allows
the School to borrow up to a maximum of $3,250,000, as of June 30, 2023 and 2022. Two of
the lines mature on March 5, 2024, and the other on March 5, 2028. All lines are unsecured.
Interest on all lines is payable at a variable rate determined by the bank’s reference rate, Prime
Rate plus 0.25% (Prime rate was 8.25% and 4.75% as of June 30, 2023 and 2022, respectively).
The School had $1,998,260 and $2,120,098 available on the lines as of June 30, 2023 and
2022, respectively.

The agreement contains certain financial and reporting covenants that the School is required to

maintain at all times. As of June 30, 2023, the School was not in compliance with certain
financial and reporting covenants related to the lines of credit and obtained a waiver.
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS




IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 8 — NET ASSETS WITH DONOR RESTRICTIONS

As of June 30, 2023 and 2022, net assets with donor restrictions are restricted for the following
purposes or periods:

2023 2022

Subject to expenditure for specified purpose:
Academy scholarships $ 977,500 $ 1,756,000

Academy programs 448,289 592,903
Summer scholarships 1,012,439 1,404,563
Summer programs 48,800 250,145
Capital campaign 71,752 71,752
Special projects 3,988,677 5,243,340
6,547,457 9,318,703
Subject to the School’s spending
policy and appropriation:

Endowment funds restricted in perpetuity
Academy scholarships 1,576,052 1,425,052
Academy programs 771,175 771,175
Summer scholarships and program 1,221,150 1,218,400
Undesignated endowments 1,899,323 1,999,823
Unappropriated endowment earnings 2,071,349 1,692,297
7,539,049 7,106,747

Total net assets with donor restrictions $ 14,086,506 $ 16,425,450

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purpose or other events specified by the donors are as follows for the years ended

June 30, 2023 and 2022:

2023 2022
Satisfaction of purpose restrictions
Academy scholarships $ 2,908,828 $ 80,801
Academy programs 164,154 5,200
Summer scholarships 537,299 310,745
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 9 — ENDOWMENT

As of June 30, 2023 and 2022, the School had the following endowment net asset composition:

2023 2022
Donor-restricted endowment fund
Original donor-restricted gift $ 5,467,700 $ 5,414,450
Accumulated investment gains 2,071,349 1,692,297
Balance, end of year $ 7539,049 $ 7,106,747

Changes in endowment net assets with donor restrictions for the years ended June 30, 2023
and 2022 are as follows:

2023 2022

Balance, beginning of year $ 7,106,747 $ 8,398,927
Net investment return (loss) 760,212 (947,748)
Endowment contributions 53,250 7,475
Appropriation of endowment

assets pursuant to

spending rate policy (381,160) (351,907)

Balance, end of year $ 7,539,049 $ 7,106,747

Interpretation of Relevant Law

The School has interpreted the California enacted Uniform Prudent Management of Institutional
Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the
date of the donor-restricted endowment funds, absent explicit donor stipulations to the contrary.
At June 30, 2023 and 2022, there were no such donor stipulations. As a result of this
interpretation, the School retains in perpetuity: (a) the original value of initial and subsequent gift
amounts, 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 School in
a manner consistent with the standard of prudence prescribed by UPMIFA.

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). The School
has interpreted UPMIFA to permit spending from underwater endowments in accordance with
prudent measures required under law. At June 30, 2023 and 2022, one fund with an original gift
value of $5,000; a fair value of $3,561 and $3,191, respectively; and a deficiency of $1,439
and $1,809, respectively, was reported in net assets with donor restrictions. The decrease in
value is primarily due to unrealized losses during the year ended as a result of temporary market
fluctuations.
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 9 - ENDOWMENT (Continued)

Return Objectives and Risk Parameters
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IDYLLWILD ARTS FOUNDATION
NOTES TO FINANCIAL STATEMENTS

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Litigation and Claims
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