











FIGURE 4
BREAKDOWN OF 112 TREND THEATRES’ DEGREE OF POSITIVE OR NEGATIVE CUNA
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EARNED INCOME

and three trend indices: 1-year percentage change, 4-year percentage change and 4-year percentage change

We examine changes in earned income in this section. Table 2 shows average earned income sources in dollars

adjusted for inflation. Table 3 shows each earned income category as a percentage of total expenses so that we
can see whether specific income categories are increasing or decreasing as a proportion of total budget.

In some instances, there is a positive dollar increase in an income category—even after adjusting for inflation—but a decrease

in the percentage of expenses that it supports. This occurs when the increase in an income category does not keep pace with the
increase in expenses over the 5-year period. Theatres’ capital losses in 2008-2009 reflect the global economic decline in capital
markets. 5-year earned income growth exclusive of capital gains/losses and other investment income was 0.8% above inflation.

For the 112 Trend Theatres:

+ Earned income, including investment income, increased
steadily from 2005 to 2007, fell off from 2007 to 2008
and dropped another 21.3% in 2009. As a result,
inflation-adjusted losses were 23% for the 5-year period
(see Table 2) and earned income supported 16.7% less of
total expenses in 2009 than in 2005, the lowest level of
expense support during the 5-year period (see Table 3).

+ Average subscription income fluctuated slightly and was
at its highest 5-year level in 2007, dropping 1.6% from
2008 to 2009. After adjusting for inflation, subscription
income was 8.5% lower in 2009 than in 2005. As shown
in Table 3, subscription income covered a lower level of
total expenses in 2009 (17.9%) than in any other year.

+ Additional analyses (not shown in the tables) indicate that
flexible subscription income accounted for 9% of total
subscription income in 2008 and 2009, up from 6% in
2007. Thirty-six percent of theatres that offer flexible
subscriptions reported increases over time.

+ Average single ticket income exceeded average

subscription income each year. It rose annually between
2005 and 2008 then dipped 12.1% in 2009. This pattern is
consistent with the reported number of single tickets sold,
shown later in the report in Table 13. Still, 5-year growth
in single ticket income exceeded inflation by 6.2% and
nearly kept pace with expense growth, supporting 0.6%
less of the average total expenses in 2009 than 2005.
Fifty-five percent of theatres reported higher inflation-
adjusted total single ticket income in 2009 than in 2005.

Booked-in event income was at its peak in 2005,
decreased from 2006 through 2008 then increased 12% in
2009. Overall, booked-in event income was 45% lower in
2009 than in 2005 after adjusting for inflation.

The inflation-adjusted decline in total ticket income was
2.2% from 2005 to 2009. Table 3 shows that ticket
income covered a 4.4% lower proportion of expenses in
2009 than in 2005.
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TABLE 2: AVERAGE EARNED INCOME (112 Theatres)

1-yr. 4-yr. 4-yr
2005 2006 2007 2008 2009  %chg. % chg. % CGR*
Subscriptions $1,174,332]  $1,173,521| $1,230,649| $1,211,037| $1,192,187 -1.6% 1.5% -8.5%
Single Ticket Income 1,225,865 1,305,977 1,422,578 1,619,327 1,424,137} -12.1%| 16.2% 6.2%
Booked-In Events 68,260 56,001 44,649 39,642 44,399 12.0%| -35.0%| -45.0%
Total Ticket Income|  $2,468,457| $2,535,498| $2,697,876| $2,870,006| $2,660,723 -7.3%| 7.8% -2.2%
Tour Contracts/Presenting Fees** 25,019 29,956 104,265 93,363 32,325) -65.4%| 29.2% 19.2%
Educational/Outreach Income 186,615 186,412 197,743 194,722 201,215 3.3% 7.8% -2.2%
Royalties 8,070 18,510 19,399 18,860 17,048 -9.6%| 111.2%| 101.2%
Concessions 72,887 74,750 78,512 79,353 80,323 1.2%| 10.2% 0.2%
Production Income™** 117,761 44,155 71,950 63,011 122,546 94.5% 4.1% -5.9%
Advertising 20,316 22,463 23,266 24,306 22,296 -8.3% 9.7% -0.3%
Rentals 52,901 60,476 62,804 78,179 78,519 0.4%| 48.4% 38.4%
Other (ticket handling, insur.,etc.) 116,053 171,645 190,853 219,615 185,734] -15.4%| 60.0% 50.0%
Total Other Earned Income| $ 599,623| $ 608367 $ 748,793| $ 771,410/ $ 740,006 -4.1%| 23.4%| 13.4%
Interest and Dividends 28,130 38,101 48,473 49,356 26,065) -47.2%| -73%| -17.3%
Endowment Earnings 130,792 181,765 317,383 198,283 39,866 -79.9%| -69.5%| -79.5%
Capital Gains/(Losses) 171,254 167,492 242,672 (129,567) (509,578)) -293.3% -397.6%| -407.6%
Total Investment Income| $ 330,177| $ 387,357| $ 608,529| $ 118,072| $ (443,647 -475.7%|-234.4% | -244.4%
Total Earned Income|  $3,398,256| $3,531,222| $4,055,198| $3,759,487| $2,957,082]) -21.3%| -13.0%| -23.0%

*  Compounded Growth Rate adjusted for inflation.  ** Trend skewed by one or two theatres’ exceptional activity

For the 112 Trend Theatres:

+ Aside from ticket sales, other activities generated earned
income that rose 13.4% above inflation from 2005 to 2009.

+ Income from presenter fees and contracts for toured
performances more than tripled from 2006 to 2007,
remained high in 2008 and returned to pre-2007 levels in
2009. The spike in growth is primarily due to one theatre
that earned more than $7 million from this activity in 2007
and 2008 but nothing in other years. The 2009 figure, while
reflecting a 65.4% drop from 2008, represents a 19.2%
increase compared to 2005 after adjusting for inflation.

+ Educational and outreach income was at its highest 5-year
level in 2009. Despite this increase, education and outreach
income growth fell short of inflation by 2.2%. Theatres
offered an average of 8 education and outreach programs
annually from 2005 to 2008, and 9 programs on average in
2009. The average number of people served by outreach
and education activity fluctuated between 16,800 and
18,300 each year. In 2009, theatres’ education and outreach
programs served an average of 16,959 people.

+ Royalty income recovered from a low in 2005 to post a high
in 2007. Even though royalty income decreased 9.6% from
2008 to 2009, overall growth for the 5-year period exceeded
inflation by 101.2%. Average royalty income per property
varied from a low of $3,544 in 2005 to a high of $8,747 in
2006. The 2009 average per property was $6,606. The
collective number of world premieres increased annually
from 142 in 2005 to 165 in 20009.

+ Average production income—a combination of

enhancement and co-production income from commercial
producers and other not-for-profit theatres that share a
production and the expenses to create it—was at its S-year
peak in 2009 due to one theatre’s exceptional enhancement
funds but fluctuated greatly from year to year. 5-year
growth in production income lagged inflation by 5.9%.

Seventeen to twenty-eight theatres co-produce each year.
Examining only the sub-group of theatres reporting co-
production income, the low average was $89,000 in 2008
and the high was $155,300 in 2005, and the 2009 average
was $98,889. Seven theatres reported co-production income
in each of the past five years.

The number of theatres reporting enhancement income
(income from commercial producers) varies, with 13
theatres reporting enhancement income averaging $680,000
in 2005, 8 theatres averaging $347,000 in 2006, 10 theatres
averaging $501,000 in 2007, 15 theatres averaging $340,000
in 2008 and 14 theatres averaging $818,000 in 2009. Four
theatres received enhancement income in each of the five
years. Enhancement income per theatre ranged from $2,300
to $6 million.

Advertising income was down 8.3% in 2009 after four
consecutive years of growth. It grew at a rate slightly below
inflation over the 5-year period while concession income
growth outpaced inflation by 0.2%.
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For the 112 Trend Theatres:

+ Rental income rose each year, with growth outpacing
inflation by 38.4%. Over 76% of Trend Theatres reported
rental income every year, which demonstrates that theatres
are taking advantage of their physical assets to earn
ancillary income.

¢ Overall, investment income was 244% lower in 2009 than
in 2005, reaching its 5-year high in 2007.

+ Average interest and dividends from short-term investments
increased each year from 2005 to 2008 then declined 47.2%
in 2009. Over the five year period, theatres saw a 17.3%
inflation-adjusted decrease in interest and dividends.

+ Average endowment earnings peaked in 2007, decreased
significantly in 2008 and fell an additional 79.9% in 2009.
The economic crisis created 5-year, inflation-adjusted
declines in endowment earnings of 79.5%. This line item
includes earned and transferred investment income from
endowments (donor restricted) or quasi-endowments (board
designated) that were established specifically to provide
income. Endowment earnings supported 1.8% lower
proportion of expenses in 2009 than in 2005.

The number of theatres recognizing endowment income also
increased, from 56 in 2005 to 63 in 2009. Of those 63, 24
had improved endowment earnings from 2008 to 2009,

1 had the same amount, and 38 had lower.

+ Average capital losses from unrestricted investment assets
reached a 5-year low point in 2009, representing an overall
decline of 407.6% in inflation-adjusted figures. The
$243,000 peak average capital gain in 2007 is dwarfed in
comparison to the $509,000 average loss in 2009. In 2005,
10 theatres reported a capital loss and 43 reported capital
gains. By contrast, 46 theatres had capital losses in 2009
while only 10 reported capital gains.

It is important to note that theatres report significant
increases or decreases in capital gains as a result of
accounting for the present market value of their investment
portfolios in addition to gains or losses from the sale of
securities. As such, these represent realized and unrealized
gains in the present market value of the portfolio from year
to year. With a long-term investment strategy, it is expected
that market conditions will vary from year to year but that
the portfolio ultimately will increase in value over time,
despite the grim outlook of the recent economic crisis.

+ Total earned income covered 44.4% of total expenses in
2009, a 16.7% decrease from 2005. The inflation-adjusted
23% decline in earned income over the past five years
occurred in concert with expense growth that outpaced
inflation, as detailed in the next section.

TABLE 3: AVERAGE EARNED INCOME AS A PERCENTAGE OF TOTAL EXPENSES (112 Theatres)

1-year 4-year|

2005 2006 2007 2008 2009 % chg. % chg.

Subscriptions 21.1% 20.1% 19.5% 18.0% 17.9% -0.1% -3.2%
Single Ticket Income 22.0% 22.3% 22.5% 24.0% 21.4% -2.7% -0.6%
Booked-In Events 1.2% 1.0% 0.7% 0.6% 0.7% 0.1% -0.6%
Total Ticket Income 44.3% 43.4% 42.7% 42.6% 39.9%] -2.7% -4.4%

Tour Contracts/Presenting Fees** 0.4% 0.5% 1.7% 1.4% 0.5% -0.9% 0.0%
Educational/Outreach Income 3.4% 3.2% 3.1% 2.9% 3.0% 0.1% -0.4%
Royalties 0.1% 0.3% 0.3% 0.3% 0.3% 0.0% 0.1%)
Concessions 1.3% 1.3% 1.2% 1.2% 1.2% 0.0% -0.1%
Production Income** 2.1% 0.8% 1.1% 0.9% 1.8% 0.9% -0.3%
Advertising 0.4% 0.4% 0.4% 0.4% 0.3% 0.0% 0.0%)
Rentals 1.0% 1.0% 1.0% 1.2% 1.2% 0.0% 0.2%)
Other 2.1% 2.9% 3.0% 3.3% 2.8% -0.5% 0.7%)
Total Other Earned Income 10.8% 10.4% 11.9% 11.5% 11.1% -0.3% 0.3%]

Interest and Dividends 0.5% 0.7% 0.8% 0.7% 0.4% -0.3% -0.1%
Endowment Earnings 2.3% 3.1% 5.0% 2.9% 0.6% -2.3% -1.8%
Capital Gains/(Losses) 3.1% 2.9% 3.8% -1.9% -7.6% -5.7% -10.7%
Total Investment Income 5.9% 6.6% 9.6% 1.8% -6.7%] -8.4% -12.6%]
Total Earned Income|  61.0%|  60.4%|  64.29%| 55.8%| 44.4%| -11.4% -16.7%)

** Trend skewed by one or two theatres’ exceptional activity.
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EXPENSES

This section examines each category of expenses and how theatres shifted their allocation of resources over time.
Table 4 presents average expenses in dollars and 1-year percentage changes, 4-year percentage changes and

4-year percentage changes adjusted for inflation. Table 5 presents each expense category as a percentage of total
expenses, and in Table 6 we provide a subset of administrative expense-to-income ratios.

Despite belt-tightening in many areas in 2009, total expense growth outpaced inflation over the 5-year period by 9.7%—making
the erosion of earned income detailed above an even greater concern. All expense categories experienced growth in excess of
inflation from 2005 to 2009 with the exception of royalties and physical production expenses (i.e., lumber, steel, fabric, etc.).

For the 112 Trend Theatres:

+ Total payroll increased 10.7% above inflation from 2005 to
2009 and accounted for half a percent more of theatres’ total
expenses. The average number of paid employees peaked at
218 in 2006 and reached its lowest level of 204 in 2009.

Job cuts affected full-time, part-time and jobbed-in
employees. The number of full-time employees went from
a high of 63 in 2005 to a low of 51 in 2009. Theatres
employed on average five fewer fee-based or jobbed-in
workers in 2009 compared to 2005.

+ In 2005, artistic and administrative payroll accounted for
19.5% and 20.5% of theatres’ expenses, respectively—the
largest areas of resource allocation (see Table 5). Since then,
administrative payroll has held its ground as a proportion of
expenses and its growth has outpaced inflation by 0.5%.
Artistic payroll, on the other hand, now represents only
18.6% of total expenditures and its growth over the 5-year
period fell short of inflation by 0.9%.

+ Additional analyses (not shown in the tables) indicate that
the number of full-time and part-time artistic staff per
theatre, including actors on staff, fluctuated between 6 and 7
each year. At the same time, the average total number of
paid artists—including staff and contracted artists—
fluctuated from a low of 101 in 2006 to a high of 105 in
2008, ending the period at 104. The average number of
permanent administrative personnel (full-time and part-
time) fluctuated between 32 and 35 each year, with 34 in
2009. Theatres supplemented the salaried administrative
workforce with an average of 9 fee-based or jobbed-in staff
in 2006, 10 in 2005 and 2007, 12 in 2008 and 11 in 2009.

Production payroll outpaced inflation over the 5-year period
by 17%. The average number of paid production personnel
(full-time, part-time and over-hire) fluctuated annually but
ended the period with five more paid positions in 2009 (74)
than in 2005 (69).

*

TABLE 4: AVERAGE EXPENSES (112 Theatres)

1-yr. 4-yr. 4-yr.%

2005 2006 2007 2008 2009 %chg. %chg. CGR*

Artistic Payroll $1,088,408 $1,114,811| $1,180,381|$1,209,637| $1,241,907 2.7%| 14.1% 4.1%

Administrative Payroll 1,139,625 1,218,934 1,302,837| 1,380,860 1,397,139 1.2%| 22.6%| 12.6%

Production Payroll 781,455 839,731 886,894 916,353 992,244 8.3%| 27.0%| 17.0%

Total Payroll| $3,009,488| $3,173,477| $3,370,112|$3,506,849| $3,631,289] 3.5%| 20.7%| 10.7%

General Artistic Non-Payroll 207,434 198,669 220,669 234,591 230,890' -1.6%| 11.3% 1.3%

Royalties 132,774 138,365 150,135 148,535 145,584] -2.0% 9.6%| -0.4%

Production/Tech Non-Payroll

(physical production)** 412,722 366,979 479,531 614,387 427,184] -30.5% 3.5%| -6.5%

Development/Fundraising 198,633 219,986 252,530| 269,098 247,208] -8.1%| 24.5%| 14.5%

Marketing/Customer Service/Concessions 703,991 762,639 808,668 842,718 805,409) -4.4%| 14.4% 4.4%
Occupancy/Building/Equipment/

Maintenance 505,107 534,767 557,556/ 581,114 625,708 7.7%)| 23.9%| 13.9%

Depreciation 208,630 232,299 243,552 278,361 2943800 5.8%| 41.1%| 31.1%

General Management/Operations 189,599 221,245 229,963 261,359 255,828) -2.1%| 34.9%| 24.9%

Total Expenses| $5,568,377| $5,848,425| $6,312,718|$6,737,013| $6,663,479] -1.1%| 19.7%| 9.7%

* Compounded Growth Rate adjusted for inflation. **  Trend skewed by one or two theatres’ exceptional activity
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TABLE 5: AVERAGE EXPENSES AS A PERCENTAGE OF TOTAL EXPENSES (112 Theatres)

1-yr. 4-yr.
2005 2006 2007 2008 2009 % chg. % chg.
Artistic Payroll 19.5% 19.1% 18.7% 18.0% 18.6% 0.7%| -0.9%
Administrative Payroll 20.5% 20.8% 20.6% 20.5% 21.0%) 0.5% 0.5%
Production/Technical Payroll 14.0% 14.4% 14.0% 13.6% 14.9% 1.3% 0.9%
Total Payroll 54.0% 54.3% 53.4% 52.1% 54.5%] 2.4% 0.5%
General Artistic Non-Payroll 3.7% 3.4% 3.5% 3.5% 3.5% 0.0%| -0.2%
Royalties 2.4% 2.4% 2.4% 2.2% 2.2% 0.0%| -0.2%

Production/Technical Non-Payroll
(physical production)** 7.4% 6.3% 7.6% 9.1% 6.4% 2.7%  -1.0%
Development/Fundraising 3.6% 3.8% 4.0% 4.0% 3.7%) -0.3% 0.1%
Marketing/Customer Service/Concessions 12.6% 13.0% 12.8% 12.5% 12.1% -0.4% -0.7%
Occupancy/Building/Equipment/Maintenance 9.1% 9.1% 8.8% 8.6% 9.4% 0.8% 0.3%,
Depreciation 3.7% 4.0% 3.9% 4.1% 4.4% 0.3% 0.7%
General Management/Operations 3.4% 3.8% 3.6% 3.9% 3.8%) 0.0% 0.4%)

Total Expenses|  100.0% 100.0% 100.0% 100.0% 100.0%04
** Trend skewed by one theatre’s exceptional activity in 2007 and 2008.

For the 112 Trend Theatres:

+ General artistic expenses (housing and travel, per diems, .
company management and stage management expenses)
reached a 5-year peak in 2008 then decreased 1.6% in 2009,
for overall growth of 1.3% after adjusting for inflation.

+ Average royalty expenses increased in 2006 and 2007 then .
dropped somewhat in 2008 and again in 2009. From 2005 to
2009, royalty growth lagged inflation by 0.4% and the
average theatre paid royalties on 6 to 8 properties each year.

+ Production/Technical Non-Payroll expenses (physical
production materials, supplies and rentals) varied
considerably from year to year due to one theatre’s
exceptional activity. This theatre increased its physical .
production expenses by $8 million in 2007 and by another
$10 million in 2008, with the total amount spent being four
times that of the theatre with the next highest level in these
two years. In 2009, this theatre’s production spending
dropped 66% but remained twice the level of any other
theatre. Overall, physical production expense growth fell
short of inflation by 6.5%, and physical production expense
now accounts for 1% less of total expenses than in 2005.

>

+ Despite 8.1% cuts in average development expenses from
2008 to 2009, overall growth in this area outpaced inflation
by 14.5%. As shown in Table 6, when personnel costs are
taken into consideration, the return on each fundraising dollar
spent by theatres has remained fairly stable over time, with a
slight increase in cost-effectiveness from 2008 to 2009.
Return on each dollar spent on fundraising events, however,
diminished over time. It took 33 cents to raise one dollar of
special event income in 2005 and 40 cents to do so in 2009.

Marketing expense growth exceeded inflation by 4.4% over
the 5-year period (Table 4), despite the fact that budget cuts
in 2009 returned the average as a percentage of total
expenses to below its 2005 level (see Table 5).

As shown in Table 6, expenditures targeting single ticket
buyers were less effective from 2005 to 2007, requiring 25
cents to generate each dollar of revenue. Single ticket
marketing effectiveness improved significantly in 2008 and
returned to the 2005 level in 2009. Inflation-adjusted
single ticket income increased over the 5-year period, as
discussed earlier.

Generating a dollar of subscription income required
between 13 and 15 cents in each of the five years, as shown
in Table 6. If we include marketing personnel expense, we
see that it took two cents more of total marketing resources
to generate a dollar of ticket income in 2009 versus 2005.

While education/outreach income decreased 2.2% in
inflation-adjusted figures over the 5-year period, the
expenses allocated to generate each dollar of
education/outreach income rose 20.4% if we include
personnel costs and 6.9% if we exclude staff salaries (see
Table 6). It should be noted that the education and
outreach income reflected in Table 6 includes both earned
and contributed income; total education/outreach expenses
include education program staff salaries but not the
development costs associated with grant writing for
education or outreach funding.
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For the 112 Trend Theatres:

¢ Occupancy/building and equipment maintenance costs
increased each year, rising 7.7% in the past year alone and
13.9% above inflation over the five years. Roughly 39% of
theatres reported that they owned their stage in 2005,
increasing to 41% by 2009. Also, 41% now report that
they own their office space. The largest component of this

+ Depreciation, the non-cash expense that accounts for the

decrease in the book value of property and equipment,
increased 31.1% between 2005 and 2009 after adjusting for
inflation and is now equivalent to 4.4% of total expenses.
This increase reflects the impact of increases in fixed
assets, which we discuss in the Trend Theatres Balance

expense is the cost of rent—46% of theatres rented their Sheet section below.
space in 2009—or debt service on facilities and regularly
scheduled maintenance of infrastructure and utilities,

which rose 17% more than inflation over the 5-year period.

TABLE 6: TREND THEATRES ADMINISTRATIVE EXPENSE INDEX (112 Theatres)

1-yr  4yr

2005 2006 2007 2008 2009 %chg. %chg.
Single ticket marketing expense (excluding personnel expense) to single
ticket income 24%| 25%| 25%| 22%| 24%] 1.8%| -0.5%
Subscription marketing expense (excluding personnel expense) to
subscription income 13%| 14%| 13%| 15%| 14%] -1.0%| 1.0%
Total marketing expense (including personnel expense) to total ticket
sales 29%| 31%| 31%| 30%| 31%] 1.0%| 2.1%
Development expense (excluding personnel expenses, fundraising event
expenses) to total unrestricted contributed income (excluding fundraising
event income) 4% 5% 5%| 6% 4%f -1.1%| 0.3%
Fundraising event expense (excluding personnel expense) to fundraising
event income 33%| 34%| 36%| 38%| 40%] 2.4%| 7.3%
Total development expense (including fundraising event expense and
personnel expense) to total unrestricted contributed income 14%| 16%| 17%| 17%| 16%] -1.7%| 1.9%
Total development expense (including fundraising event expense and
personnel expense) to total contributed income (including unrestricted,
temporarily restricted and permanently restricted contributed income) 12%| 14%| 14%| 16%| 15%] -0.8%| 2.5%
Education/outreach expense (excluding personnel expense) to
education/outreach income (earned and contributed) 18%| 18%| 19%| 24%| 25%] 0.9%| 6.9%
Total education/outreach expense (including personnel expense) to
education/outreach income (earned and contributed) 63%| 74%| 80%| 85%| 83%] -1.8%]20.4%
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CONTRIBUTED INCOME AND
CHANGES IN UNRESTRICTED NET ASSETS (CUNA)

In this section we examine contributed income trends and changes in unrestricted net assets (CUNA), which is the

balance that remains after subtracting total unrestricted expenses from total unrestricted income. Contributed sources

include Net Assets Released from Temporary Restriction (NARTR). For example, a theatre’s total individual
contributions may include unrestricted gifts to an annual or capital campaign granted in a prior year, but not released from
temporary restrictions until the current year.

Table 7 shows average contributed income from each source and CUNA for 2005 through 2009 along with 1-year percentage
changes, 4-year percentage changes and 4-year percentage changes adjusted for inflation. Between 2005 and 2009, growth in
total contributed income exceeded inflation by 1%. However, because this growth rate lagged behind the growth rate for
expenses, contributions supported 3.7% less of expenses in 2009 than in 2005, as shown in Table 8.

Adjusted for inflation, total income fell by 12% over the five years (Table 7), while total expenses grew by 9.7% (Table 4).
Average CUNA was at a high of $677,811 in 2005, slipped in 2006, improved in 2007, fell into negative territory in 2008 for the
first time in the 5-year period and ended at -$544,574 in 2009. The negative CUNA represented 8.2% of total expenses (Table 8).
It is important to keep in mind that CUNA includes both operating and non-operating activity related to unrestricted funds. It
includes exceptional contributed income for theatres in capital campaigns, depreciation and capital gains and losses from
endowments and other investments.

The positive annual CUNA between 2005 and 2007 contributed to an overall improvement in unrestricted net assets over the
5-year period. On average, theatres finished 2009 with unrestricted net assets of $5.4 million compared to unrestricted net assets
of $4 million at the beginning of 2005. Eighty-three of the 112 Trend Theatres experienced budget growth that exceeded
inflation over the five years. One theatre more than doubled its budget.

TABLE 7: AVERAGE CONTRIBUTED INCOME (112 THEATRES)
1-yr. 4-yr. 4-yr. %

2005 2006 2007 2008 2009 %chg. %chg. CGR*
Federal** $§ 69,025| $ 47,300 $ 49,317 § 57,068/ $ 95,128 66.7% 37.8% 27.8%
State 128,352 92,308 138,635 107,354 103,585 -3.5%|  -19.3%| -29.3%
City/County 226,351 163,680 116,862 129,526 196,127 51.4%| -13.4%| -23.4%
Corporations 338,239 294,540 330,401 289,925 291,505 0.5%| -13.8%| -23.8%
Foundations 531,216 584,551 562,580 516,904 647,022 25.2% 21.8% 11.8%
Trustees 315,947 300,939 333,878 395,786 392,462 -0.8% 24.2% 14.2%
Other Individuals 706,068 665,693 706,738 722,078 739,603 2.4% 4.7% -5.3%
Fundraising Events/Guilds 278,454 283,125 316,509 330,796 299,336 -9.5% 7.5% -2.5%
United Arts Funds 28,633 27,394 26,172 25,913 28,057 8.3% -2.0%| -12.0%
In-Kind Services/Materials/Facilities 127,991 156,394 164,418 178,917 183,480 2.6% 43.4% 33.4%
Other Contributions 97,656 111,859 111,082 182,721 185,518 1.5% 90.0% 80.0%
Total Contributed Income| $2,847,933| $2,727,784| $2,856,591| $2,936,988| $3,161,823 7.7%| 11.0% 1.0%
Total Income| $6,246,189| $6,259,006| $6,911,789| $6,696,475| $6,118,905 -8.6% -2.0%| -12.0%

Changes in Unrestricted Net

Assets (CUNA) |  $677,811 $410,581 $599,071 $(40,537)| $(544,574)) 1243.4%| -180.3%| -190.3%

* Compounded Growth Rate adjusted for inflation.  ** Trend skewed by one theatre’s exceptional activity in 2009.
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For the 112 Trend Theatres:

+ After adjusting for inflation, average federal funding rose
27.8% in 2009 from its 2005 level, and it accounted for
0.2% more of the average theatre’s budget over time. The
66.7% growth in average federal funding from 2008 to
20009 is driven by one theatre that received $4.3 million in
federal funds released from temporary restriction. If we
were to exclude this theatre from the analyses, average
federal funding in 2005 would have been $64,315 and

$50,670 in 2009, for an overall inflation-adjusted decline of

31%. However, since this theatre’s exceptional activity is
part of the landscape of all federal funding over the 5-year
period, we keep it in the analyses despite the fact that it
skews the average.

The percentage of Trend Theatres receiving federal funding

fluctuated during the five years between a low of 58% in
2007 and a high of 66% in 2009. Federal funding sources

include the NEA, NEH, the U.S. Department of Justice, the

U.S. Department of Housing and Urban Development, the
U.S. Department of Education, the Coming Up Taller
Award-Playwright Mentoring Project, the National Parks
Service and the National Capital Arts and Cultural Affairs

Program of the U.S. Commission of Fine Arts, which funds
organizations in Washington, DC. In 2009, the NEA added

the American Recovery and Reinvestment Grant initiative.

+ In 2005, 5.6% of all federal funding was earmarked for

support of touring. This figure diminished to 1% in 2007
and has stayed at that level since. Of total federal funding,
24% went directly to support education programs in 2006
and only 7% in 2009, with remaining years averaging in
the range of 14% to 16%.

Average state funding was at its highest dollar level in
2007 and its lowest level in 2006, with 5-year growth
trailing inflation by 29.3% and support of expenses 0.8%
lower. Higher levels of state support in 2005 and 2007
were tied to capital campaigns. Funding earmarked for
education programs was 13% of total state grants in 2005
and between 4% and 6% of state support in all other years.
Funding for touring was less than 1% of total state support
each year.

Average local funding fluctuated greatly from year to year,
increasing 51.4% from 2008 to 2009 but down 23.4% for
the 5-year period after adjusting for inflation. Fluctuations
were largely driven by unrestricted contributions to capital
campaigns, with roughly 45% of local funding tied to
capital campaigns in 2005 and 2009, when average local
funding peaked. In the end, city and county funding
supported 1.1% less expenses in 2009 than in 2005.

TABLE 8: AVERAGE CONTRIBUTED INCOME AS A PERCENTAGE OF TOTAL EXPENSES (112 Theatres)

1-yr. 4-yr.
2005 2006 2007 2008 2009  %chg. % chg.
Federal** 1.2% 0.8% 0.8% 0.8% 1.4% 0.6% 0.2%
State 2.3% 1.6% 2.2% 1.6% 1.6% 0.0% -0.8%)
City/County 4.1% 2.8% 1.9% 1.9% 2.9% 1.0% -1.1%)
Corporations 6.1% 5.0% 5.2% 4.3% 4.4% 0.1% -1.7%
Foundations 9.5% 10.0% 8.9% 7.7% 9.7%) 2.0% 0.2%)
Trustees 5.7% 5.1% 53% 5.9% 5.9% 0.0% 0.2%
Other Individuals 12.7% 11.4% 11.2% 10.7% 11.1%) 0.4% -1.6%
Fundraising Events/Guilds 5.0% 4.8% 5.0% 4.9% 4.5% -0.4% -0.5%
United Arts Funds 0.5% 0.5% 0.4% 0.4% 0.4% 0.0% -0.1%)|
In-Kind Services/Materials/Facilities 2.3% 2.7% 2.6% 2.7% 2.8% 0.1% 0.5%)
Other Contributions 1.8% 1.9% 1.8% 2.7% 2.8% 0.1% 1.0%
Total Contributed Income 51.1% 46.6% 45.3% 43.6% 47.5%] 3.9% -3.7%]
Total Income| 112.2%| 107.0% 109.5% 99.4% 91.8%I -7.6% -20.3%I
Changes in Unrestricted Net Assets I I
(CUNA) 12.2% 7.0% 9.5% -0.6% -8.2% -7.6%| -20.3%
** Trend skewed by one theatre’s exceptional activity in 2009.
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For the 112 Trend Theatres:

+ Corporate giving was up 0.5% in the past year but 5-year
growth still trailed inflation by 23.8%, and corporate gifts
supported 1.7% less expenses in 2009 than in 2005.

Although an average of 10 fewer corporations donated in
the past year as compared with 2005, on the whole, their
average gift in 2009 was $13,200, the highest of the 5-year
period. This compares to the low average corporate gift of
$8,600 in 2006. Total corporate support was at its highest
level in 2005 and 2007. In 2005, an unusually high
percentage of corporate gifts were earmarked for capital
campaigns: 25% as compared to the low of 6% in 2008.
The average theatre received support from 34 corporations
in 2007 but from only 23 in 2009. Roughly 12% of
corporate gifts support education programs annually.

Average foundation support fluctuated over the 5-year
period but growth outpaced inflation by 11.8% and
foundation grants supported 0.2% more of expenses in 2009
than in 2005. The average number of foundation gifts per
theatre rose from 17 in 2005 to 18 in 2006 through 2008 and
to 19 grants in 2009. The average foundation gift was at a
5-year low of $28,350 in 2008 and a high of $34,970 in
20009.

Combined individual contributions from trustees and non-
trustees were at a 5-year high in 2009, despite the fact that
growth in giving from non-trustees fell short of inflation.
Individuals were by far the greatest source of contributed
funds each year. Unrestricted gifts for capital campaigns
accounted for a low of 13% of total individual giving in
2008 and a high of 26% of total giving in 2005. Individuals
earmarked only 1% of their contributions for education
programs annually.

Average trustee giving decreased 0.8% in the past year
following its 5-year peak in 2008. Support from board
members during the tough economic times led to overall
growth in trustee support of 14.2% above inflation,
sustaining 0.2% more of expenses in 2008 and 2009 than in
2005. The number of trustees per theatre making a donation
averaged between 29 and 32 each year. The average trustee
gift increased from a low of $11,000 in 2005 to a high of
$13,700 in 2009. The aggregate effect is that total trustee
donations at Trend Theatres were at a low of $33.7 million
in 2006 and a high of $44.3 million in 2008, ending the
5-year period at $43.9 million in 2009.

Growth in average gifts from other individuals (non-
trustees) trailed inflation by 5.3% and covered 1.6% less
total expenses in 2009 than in 2005. Aggregate other
individual gifts increased from a low of $74.5 million in
2006 to a high of $82.8 million in 2009.

+ Fewer individual donors contributed higher average gifts.
The average number of other individual donors was at a
5-year low of 1,542 in 2008 and a high of 1,679 in 2005,

9 more donors than in 2009. There were only slight
variations in the annual level of giving per donor. The
average gift from other individuals increased from a low of
$421 in 2005 to a high of $473 in 2008, ending the 5-year
period at $447.

+ Fundraising event and guild income dipped 9.5% in 2009
after four years of steady increases. Overall, fundraising
event and guild income increased each year and fell short of
inflation by 2.5% over 5 years. As mentioned in the
Expenses section above, it took 7 cents more to raise $1
from special events in 2009 than it did in 2005.

¢ United Arts Funding rebounded in 2009 from its 5-year low
in 2008. However, growth in United Arts Funding fell short
of inflation by 12% and supported 0.1% less of expenses.
Twelve theatres reported United Arts Funding in 2005 and
2006, dropping to 11 theatres in 2007 and 2008 and only 10
theatres in 2009.

+ Average in-kind contributions expanded annually, reaching
a 5-year high in 2009 and surpassing inflation by 33.4% and
supporting 0.5% more of expenses. In-kind giving tends to
increase in tough economic times, particularly for donors
who want to support the arts but cannot give cash. Growth
in in-kind giving from individuals, corporations and
sheltering organizations all exceeded inflation over the
S5-year period.

*

Other Contributions (e.g., cash support from sheltering
organizations such as universities or arts centers, or from
service organizations) were flat in 2006 and 2007 then
increased in 2008 and rose another 1.5% in 2009, for overall
growth that exceeded inflation by 80% for the 5-year
period. Each year, 8 to 11 theatres report funding from a
sheltering organization.
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BALANCE SHEET

The balance sheet depicts a theatre’s cumulative fiscal history and offers insights into long-term stability and overall
fiscal health. Unlike the income statement, which gives a summary of income and expenses for the year, the balance
sheet provides a snapshot of the value of a theatre’s assets, liabilities and net assets (unrestricted, temporarily

restricted and permanently restricted) at the end of the fiscal year.

Theatres increase their assets through investments, acquisition of land, buildings, money, stocks, etc. and with CUNA. Each
year, CUNA is added to the year’s beginning balance of unrestricted net assets to arrive at total unrestricted net assets. CUNA
serves as the link between annual activity and the balance sheet, but the unrestricted net assets are only one of many components
of a theatre’s financial picture.

Not every Trend Theatre responds to the Balance Sheet section of the survey; for example, theatres that are part of a sheltering
organization do not keep a separate balance sheet. Of the 112 Trend Theatres, 103 are included in the balance sheet analyses.
These theatres’ balance sheets demonstrate consistent growth in total assets over the past five years, averaging $11.8 million per
theatre in 2005 and $15.7 million in 2009—23% growth after adjusting for inflation, despite a 5% drop in value from 2008 to
2009. Over the same period, however, growth in theatres’ liabilities outpaced inflation by 61%.

Table 9 presents the annual aggregate value of the different asset categories net of liabilities for the 103 Trend Theatres, along
with the 1-year percentage changes, 4-year percentage changes and inflation-adjusted 4-year percentage changes, as well as the
investment ratio over time, which we describe in detail below. We acknowledge the assistance of Cool Spring Analytics for
recommending the balance sheet categories and ratios reported in this section. We see that growth in Trend Theatres’ aggregate
total net assets—unrestricted, temporarily restricted and permanently restricted—outpaced inflation by 12% over the 5-year
period, from $943 million in 2005 to a high of $1.25 billion in 2008, ending with $1.15 billion in 2009, an 8% decrease from the
prior year. The growth was predominantly driven by fixed assets.

TABLE 9: AGGREGATE NET ASSETS (In Millions) (103 Theatres)

4-yr.
1-yr. 4-yr. % chg.
2005 2006 2007 2008 2009 % chg. % chg. CGR*
Working Capital $§ @) |8 T3S @S D% (o1 -256% -127% -137%
Fixed Assets $ 523 | $ 546 | $ 607 | $ 658 | § 760 16% 45% 35%
Investments § 350 | § 396 | § 449 | § 518 $ 421 -19% 20% 10%
Other Net Assets $§ 159 | § 198 | $§ 214 | § 129 | § 172 33% 8% -2%
Total Net Assets $ 943 | $ 1,067 | $ 1,197 | $ 1,248 | $ 1,152 -8% 22% 12%
Total Expenses $ 59 | $ 618 | $ 668 | $ 713 | $ 703 -1% 19% 9%
Investment Ratio 59% 64% 67% 73% 60%
* Compounded Growth Rate adjusted for inflation.

Working capital, a fundamental building block of a theatre’s capital structure, consists of the unrestricted resources available to
meet obligations and day-to-day cash needs. It is a better indicator of a theatre’s operating position than CUNA, which includes
non-operating activity as noted on page 1. Negative working capital indicates that the theatre is borrowing funds (e.g., using
deferred subscription revenue, delaying payables, taking out loans, etc.) to meet daily operating needs.

WORKING CAPITAL = TOTAL UNRESTRICTED NET ASSETS — FIXED ASSETS — UNRESTRICTED
LONG-TERM INVESTMENTS

As noted in the Contributed Income section above, successful fundraising during prosperous times made it possible for theatres
to raise and develop long-term investments and increase fixed assets but not acquire sufficient readily-available funds to help the
theatres meet daily needs. Table 9 illustrates that working capital was negative in each of the five years; between 66 and 70 of
the 103 Trend Theatres reported negative working capital annually. Working capital improved from 2005 through 2008 (i.e.,
became less negative) then plummeted in 2009 as theatres were left with little financial flexibility in the face of the economic
downturn. Further investigation (not shown in the tables) revealed that total cash reserves, the unrestricted portion of which is
part of working capital, were at their highest in 2007 and lowest in 2009. Theatres employed those reserves in 2008 and 2009,
either out of necessity or because temporary restrictions were met. After adjusting for inflation, cash reserves were 25% lower in
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2009 than in 2005. In Table 10, we use average figures to relate working capital to total expenses to create a working capital

ratio, defined as:

WORKING CAPITAL RATIO = WORKING CAPITAL/TOTAL EXPENSES

TABLE 10: AVERAGE WORKING CAPITAL (103 Theatres)

1-yr. 4-yr. | %
2005 2006 2007 2008 2009 | % chg. | % chg. | CGR*
Total Unrestricted Net Assets | $5,110,006 $5,577,023 | $6,220,222 | $6,764,489 $5,898,239 | -13% 15% 5%
Fixed Assets 5,078,031 5,304,608 5,891,199 6,387,680 7,381,684 16% 45% 35%
Unrestricted Investments 893,496 984,902 1,037,865 926,046 470,240 | -49% -47% -57%
Working Capital $(861,520) $(712,487) | $(708,842) | $(549,237) | $(1,953,685) | -256% | -127% | -137%
Total Expenses $5,731,419 $6,001,243 | $6,483,206 | $6,922,748 | $ 6,821,526 -1% 19% 9%
Working Capital Ratio -15% -12% -11% -8% -29%
* Compounded Growth Rate adjusted for inflation.

The working capital ratio, or the proportion of unrestricted resources available to meet operating expenses, indicates how long a
theatre could operate if it had to survive on current resources. A negative working capital ratio indicates that theatres are likely to
be experiencing cash flow problems. The average Trend Theatre experienced a negative working capital ratio in each of the past
five years, dropping to its lowest point in 2009. Annually, roughly two-thirds of Trend Theatres reported negative working
capital. Cool Spring Analytics recommends that each theatre determine its own working capital needs based on its cyclical cash
flow. In the absence of that determination, 25%, or three months of working capital, is a benchmark for adequate working
capital to handle most cash flow fluctuations. Of the Trend Theatres, 9% met this benchmark in the past three years, whereas
only 8% attained this level in 2005 and 7% in 2006.

Many capital campaigns raised funds to build new buildings, renovate existing facilities and purchase new equipment, as
reflected in the increase in theatres’ occupancy expenses, which account for roughly 9% of theatres’ total expenses annually.
Thirty-nine percent of Trend Theatres were in a capital campaign in 2009, the highest proportion of the 5-year period. In 2009,
24% reported that they completed a capital campaign within the last five years, the second lowest level of the 5-year period,
indicating that fewer theatres were entering into capital campaigns in the last five years than in years prior. Six theatres fell into
both categories as they transitioned from one capital campaign into another.

FIXED ASSETS = TOTAL LAND + BUILDING + EQUIPMENT AT COST — ACCUMULATED DEPRECIATION

Tables 9 and 10 both indicate that growth in total fixed assets (i.e., land, property and equipment less accumulated depreciation)
surpassed inflation by 35%, driven by a 38% increase in the purchase cost of land and buildings before taking depreciation into
account. The fixed asset growth has produced a steady increase in depreciation and occupancy/building and equipment
maintenance costs. In 2006 and 2007, fixed assets accounted for 51% of total net assets and grew to 66% in 2009. Investments
accounted for 37% of total net assets every year except 2008, when it made up 41% of the total (see Table 9).

In Table 9, we also relate investments to total expenses to form an investment ratio, defined as:
INVESTMENT RATIO = TOTAL INVESTMENTS/TOTAL EXPENSES

An increasing investment ratio over time is an indication of financial health because increases in invested capital generate
income for operating purposes. Successful capital campaigns and wise investment strategies resulted in increasing investment
ratios from 2005 to 2008, but the investment ratio dropped from 73% in 2008 to 60% in 2009, as shown in Table 9. Despite the
1-year decline in a poor investment climate, overall growth in investments exceeded inflation by 10% over the 5-year period. As
illustrated in Table 10, the unrestricted portion of investments declined 57% in value from 2005 to 2009 in inflation-adjusted
figures. Endowments make up part of theatres’ investments, and their growth trailed inflation by 10% over the 5-year period.
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ATTENDANCE, PERFORMANCE AND PRICING TRENDS

We now move from financial trends to a detailed examination of operating trends, including attendance levels,
number of performances, ticket prices and subscription renewal rates. Table 11 displays aggregate attendance levels
and Table 12 shows the number of performances at the 112 Trend Theatres. These two tables demonstrate that
Trend Theatres saw declining audiences despite little change in the number of performances between 2005 and 2009.

For the 112 Trend Theatres:

+ Total attendance—including resident productions and tours—
declined 5.7% to its lowest level in 2009 while the total
number of performances remained fairly unchanged from
2005 to 2009. The attendance drops were annual while the
number of performances offered fluctuated.

+ Attendance at main series productions fluctuated from year-
to-year between 76% and 82% of total attendance.

+ Main series attendance was at its lowest 5-year level in
2009, a 4.8% drop from 2008. The number of main series
performances offered was at its highest in 2007.

+ The overall 3% increase in the number of resident
performances was met with a 3.1% decrease in attendance.

In 2009, more resident performances were offered yet
attendance was lower than in other years.

TABLE 11: AGGREGATE ATTENDANCE (112 Theatres)

1-yr. 4-yr.
2005 2006 2007 2008 2009 % chg. % chg.
Main Series (total) 7,978,339 8,207,803 8,263,768| 8,350,510 7,947,511 -4.8% -0.4%
Special Productions 821,671 786,057 786,251 715,131 647,550 -9.5%| -21.2%
Children's Series 367,524 372,297 390,070 310,867 321,007 33%| -12.7%
Staged Readings/Workshops 34,433 33,105 27,897 31,494 34,734 10.3% 0.9%
Other 121,299 96,956 130,392 113,620 124,547 9.6% 2.7%
Booked-In Events** 255,614 279,040 257,951 164,583 206,505 25.5%| -19.2%
Resident Subtotal 9,578,880 9,775,258| 9,856,329 9,686,205 9,281,854 -4.2% -3.1%
Touring 878,686 680,069 560,001 545,459 579,058 6.2%| -34.1%
Total 10,457,566| 10,455,327| 10,416,330/ 10,231,664 9,860,912 -3.6% -5.7%

** Trend skewed by two theatres’ exceptional activity.

TABLE 12: AGGREGATE NUMBER OF PERFORMANCES (112 Theatres)

1-yr. 4-yr.

2005 2006 2007 2008 2009 % chg. % chg.
Main Series (total) 25,693 25,799 26,554 26,311 26,468 0.6% 3.0%
Special Productions 2,262 2,251 2,152 2,169 2,243 3.4% -0.8%
Children's Series 1,382 1,526 1,682 1,628 1,276} -21.6% -7.7%
Staged Readings/Workshops 401 392 336 367 360] -1.9%| -10.2%
Other 1,016 767 915 938 959 2.2% -5.6%
Booked-In Events** 797 1,388 1,385 868 1,198 38.0% 50.3%
Resident Subtotal 31,551 32,123 33,024 32,281 32,504 0.7% 3.0%
Touring 3,400 3,125 3,120 2,814 2,444 -13.1%| -28.1%
Total 34,951 35,248 36,144 35,095 34,948 -0.4% 0.0%

** Trend skewed by two theatres’ exceptional activity.

Figure 5 presents a graphical depiction of attendance and performance trends for non-main series resident activities.
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For the 112 Trend Theatres:

+ Children’s series performances were at their lowest 5-
year level in 2009 while children’s series attendance had
an uptick in 2009 after a 5-year low in 2008. Overall,
there was a 7.7% decrease in the number of children’s
series performances offered and a corresponding 12.7%
drop in attendance from 2005 to 2009.

+ Performances of and attendance at special productions
(e.g., non-subscription holiday productions) peaked in
2005. In 2009, the number of special production
performances was only slightly lower than in 2005 while
attendance was down 21.2%.

+ Over the 5-year period, the number of staged readings
and workshop performances decreased 10.2% while
attendance at these performances rose 0.9%, peaking in
2009.

+ After dipping in 2008, booked-in offerings increased by
38% and attendance increased 25.5% in 2009. Over the
5-year period, the number of booked-in performances
rose 50.3% while attendance dropped 19.2%.

Figure 5 illustrates dramatic shifts in booked-in activity
over time. The annual mix of theatres booking in

performances varies considerably and the available
aggregate capacity shifts, too, making it difficult to draw
conclusions about trends in booked-in event capacity
utilization. For example, one theatre booked in 200 to 460
performances in 2005 through 2007 but reported no
booked-in performances in 2008 and 2009. Another theatre
reported 233 booked-in performances in 2006, 188 in 2007,
dropped to only 65 in 2008, then increased to 167 in 2009.

+ Annual decreases in tour performances amounted to a
28.1% drop overall for the 5-year period, which was
accompanied by a 34.1% decrease in tour attendance.
Whereas touring represented 10% of total performances and
8% of total attendance in 2005, by 2009 it added up to 7%
of total performances but only 6% of total attendance.

Unlike mainstage productions which remain fairly
consistent across theatres over time, tour productions
fluctuate considerably depending on how many theatres
toured in a given year, how many performances they gave
and where they performed. The number of theatres
reporting touring decreased annually from 35 in 2005 to 23
in 2009.

FIGURE 5: NON-MAIN SERIES RESIDENT ACTIVITY ATTENDANCE AND PERFORMANCE TRENDS

Non-Main Series Resident Activity Attendance
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