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INDEPEMOENT AUDiTORS' REPORT

Board of Trusiees
8t Tikhon's Outhodox Theological Seminany:

Wea have audiled #e accompanying stabament of financial position of 8L Tikkon's Orthodax
Theokgical Seminary (the “Seminary™) as of August 31, 2007, and the relabed statemeants of
pCitties, changes In nat assets, and cash Sows for e yasr then ended. These financid
atalpmants are She responsibdity of the Seminany's management. O responsdilty & o
Expiias &0 cainion on theee fnancial statements basad on our audil.

We conducted our audit in acoordance with auditing standamds generslly accopted in the
Urikad Statas of Amarica, Thosa standards requies (hal we plan and perform the audit to
ablain reasonebla assurance about whethor the financsl slafemants ae fee of matarisl
mistiatemant, An audid includes sxamining, on & tesi bask, evidence supporiing Hee
amourts and dispossres in the finoncial skements. An audil alss ncludes assessing the
accounting principies wped and significant eslimstes made by memagement, a3 wall as
eyaliating the overall financial ststemend prescniaton. We believe $hat our stk provices a
reasorhla bAgis for our opeRion.

in gur opinkom, the finandial stalements refered lo above prasand faidy, in af matersl

raapacts, tha Enanctsl posilon of 5t Ththon's Othodox Theological Seminary ag of August
31, 2007, and the changes in B nel sessla and s cash fiows fr the year then endad.

As disciosad in Mole 11 o the financial statements, the Semirany resiated ils 2008 financial
staiamants o sccount for the clessificetion of donor coniributions in confomity with
BoCoUMng principles genarally accapted intha Unstad States of Amarica.

Our suckt was conducted for the purpose of feming an opirdon on the baslc Snancial
staiements aken a5 8 wholee The accomparming addilional information on pags 15 is
presantad for punpeses of additiomal analyeis and s not a reguired part of He Basic fhancial
gtaternents, Such information has been subjected i tha audtng procedures apphed in the
aidft of the basic Francial slatermants and, in our opinkon, 18 faidy stated In all mataral
respacts in relation 1o the bask inanchal stalements Bakan as a whole.



ST. TIKHON'S ORTHODOX THEOLOGICAL SEMINARY
STATEMENT OF FINANCIAL POSITION

& B AUGUST 31, 2007
ASGETS
CURRENT ASSETS.
Cash and cash equivalents $1.487 276
Tuition recalbabia 28,73
Prepaid expenses ___ 20,208
Tolmd ourrent assals 1,647.214
PROPERTY AMND EQUIFMENT, Nal 830, RS
INVESTMENTS ___Bsaaa1
TOTAL a 474
LISRILITIES AMND MET ASSETS
CURREENT LIABILITIES:
Demand note payable, bank § 18487
Current portion of lang-baren debl -l;;ﬁ
Accounts payabhe .
Dweferrad ravenus _ 47
Totad eurrent llbdilieg 134 727
LOKG-TERM DEBT ___{B9.230
Totad liabillies _Ax5 Bab
MET ASSETS:
Lirresimicied:
Lindes igrated B, 204
Hoard casignated __4B1181
Taotal urmestriched 1,147 365
Tempararly reatficied 163,680
Permanerthy mstricied 1402153
Total nal aesala 2,703 508
TOTAL EJIEE'&TH.

Gpa Notes 0 Financial Sialements
N



8T, TIKHON'S ORTHODOK THEQLOGICAL SEMIBEARY

STATEMENT OF ACTNITIES
¥ o o FOR THE YEAR ENDED ALIGLAST 31, 2007
CHAMGES IN LWRESTRICTED HET ASSETS
SUPPCRT AND REVENLIE:
- Ravenus
Coririzumons 5 820301
Tushen 224 572
- Conirituted serdoos 58,800
Beouesis &4 BG1
Investment income 77,058
- Sernnary chlr 21,982
Misrol aneoas _ﬂé.}_il
Total support and revenye _1.208.792
- EXPEMNSES:
rsinactianal G4 BE7
Agimin airalive 27247
' Operaficns 173,525
Markesing X818
Siuderd sensces 189,450
L irary 141, 0&
- {rther o Bl
"
Talal axpanass 1.033.65°
INCREASE IN UNRESTRICTED NET ASSETS 252,141
am CHANGE IN TEMPORARILY RESTRICTED NET ASEETS,
Invastmant o a4, T0e
- CHAMNGE IM PERWMAHNENTLY HESTRICTED HET ASSETE,
Irvesaienianm inGomn 7,984
INCREASE N MET ASSETH .a0S 34

Tae Motes 1o F rancs Saemenis
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5T. TIEMON'S ORTHODOY, THEQLOGICAL SEMINARY

STATEMENT OF CASH FLOWS

_ _ FORTHEYEARENDEDAUGUSTIL2007

CASH FLOWS FROM OPERATIMNG ACTIATIES:
Ircrease m net assels
Afjustmants to reconclie norerse N el assEls

b sl cash provided by opecaling S ol
Caprechtion

Met realiped and unreairad gaing
oin irmeesiments

Chamges in aserts and labdies:
imeras caivahia
Tudtion mochabis
Frepald ocopanses
Aczrsunts payabhe
Inlrrasl payabia
Dadared revanum

Mat cash provided by cperating actvities
CASH FLOWS FROM INWVESTING ACTMNITIES:

Furchase of Invesiments
Frocoads Trom saka of invastmants

Purchase of property and eguipment
Cash wsad in irmvesting scthilies
GASH FLOAWS FROM FINAHNCING ACTITIES:
Fepaymant of demand notes payable
Repayment of lomg-iemm debt
pe! cash usad in fnancing attvities
MET INCREASE IN CABH Ml CASH EQUIMALENTS
CASH AND CASH EQUIVALENTS, BEGINMING

CASH AND CASH EQUIVALENTE, ENDING

SUFPLEMBENTAL DISCLOSJRE OF CASH FLOW INFORMATION,

ket paid

5 058M

43,730

(18,384)

3, &aT
368
{5,183)
{31,030
(754)
B3, 728

358,200

T Moles 1o Financlsl Saamens.

-B -



ST TikHON's ORTHODOY THECLOGICAL SEMIMARY

NOTES To FINANCIAL STATEMENTS

1. NATURE OF OPERATIONS AND SUMBARY OF
SIGHIFICANT ACcOuNTING PouicIES

Maruke OF OPERATIONS

81, Tikhon's Ovthodox Theoiogical Saminary (ihe "Seminary”) was founded In 1038
as a Pagioral Schoo! by resokitien of the B° All-Amarican Scbor of the Russian
Orihodox Greak Cathofe Church in Morth America and was officialy transfommad
from 2 Pastorad School inko o Seminary by tha Holy Synod of the Matropolis in 1942

The Bemmary i3 &0 nathulion of pofessicnal vitheddox  Chrigtlan  thealogical
aducatian, chardered by the Departmant of Education of the Commonmwealth of
Pransylvania and afftisted with the Orthodox Church in America.  The primary
misgion of the Seminary Bes in providing the mecessany theological, lilungical,
spitual, and morsl foundations Tor Crihodax man b become, 88 God so wills, good
ghepherds of His Moty Oihoodo: Chano,

UsE OF ESTMATES

The preparation of financial stalements in conformity with accounting phRciphes
generally accaptad in the Unfled Skales of America mequines management o make
palimates and sssumgptions Bad affect the reporied amourds of sesets and lisbeitice
and disckeure of conbirgent assets and Yabiliies al he date of the fnancial
strgments and the repoddsd amounts of revanuses and expanses dunng the reparing
parod. Aosardingly, achml results could differ from hoss esbimales,

CABH AND CASH EQUYALENTS

Cash and cash squivalents include cestaln Invesimenis in highly liquid deld
instrumands wilh & maturity of threa months or less when purchased.

TIAToN REcEnwamLE

Tulion recelvable is reporied ab nel realizable value. These is no provision for
deubiful accownts ss management beloves all amounts are collectibla.



BT, Tic0oN'S ORTHODOX THEOLOGCAL SEMNARY
MoTEs To Freasacal STATEMENTS

IWVESTRENTS AMD INVESTMENT RISK

Irvestmants In merkplabin equity sscurlics are valued at fair value bagsd upan
gualed markat prices of the underying securties, The camying amount of cash and
ghnort-tarm Investments approsmaites fair value.

irvestiment income or bea (including mealized gans and loteas on invesimeams,
urraalized gains or lossas on other than rading securties, wrte-dosms of the cosl
basiz of Investmants due to an otherdhandemporary decing in failr value, inferesl,
ard dividends) ks inchadad In the stalement of activies unless the Incoma or Inss (s
restricied by donor o k.

Tha Sominary's mvestments ame comprised of & varety of fnandal ingtrumends and
are managed by investment advisors, The fir values reporied in the statamant of
firancial poailien & sibject 1o varous risks Including changes in the aquily markats,
the inforest rofe envircnment, and general sconomic condifiens. Due (o the kel of
risk associated with cortain investment securilies and tha bevel of uncertainty related
o chianges In the fair value of iImnestment secwrities, il is reascaably possible that the
amouwnts reporded in the stoompanying financiad statements could chane matedally
im Than pyear $uhann.

PROPERTY AND EQUIFMERNT

Proparty and equioment acquisilions are reconded al cost.  Depraciation & computed
using the straight-line method based on the estimabsd wsall B of sach claseificasion

of denmaciabla saset. Depraciation was $43, 730 in 2007,

Gifla of longHived as=als auch a8 land, buldings or aguipmen] are mpored as
urrestricied suppord unless explicil donor alipulafions spacily how the donated Rasals
rgst be used. Gifls of long-lived assets with sapicl reetrictions thal specdy how the
assets are fo be used and gifts of cash or ol assels thal musl be uesd B acquire
longHved essels are repofad B8 resticied supporl  Absent esplicit donce
stiputations aboul how lorg thoes long-ved aseats must be malrtainad, expirafions
of donor resinciions ane reporied when the donated or acguired leng-lived assals are
piacsd in sarice.

DEFERRED REVENUE

Tullion raceived in sdvance of the enauring school yaar Is eoorded a5 defermed
rvvarue Uil aamed.



7. TEHON'E ORTHOD0K THEOLOGICAL SEMEINY
MOTES To FINasciaL STATEMENTS

TEMPORARILY AND PERMAHENTLY RESTRICTED NET ASSETS

- Tm%@ﬁdﬂmﬂmm%uuwmﬂuﬂmwhnhw
lirribed by donans to & specic fime pefied of papose,  Income samed i@ unresincisd
in usa, mﬂmmmmhmmﬂﬂmmﬂmhm

Permanently resiricled met assets have been reéstricted by donors fo be mainlamed
by the Saminary n pepetulty. Income esmed i unrestricled in vse, excepd for
-~ arncunts designatad o be expeanded for a particular purpose,

CONTRIBUTED SEAVICESR

For the year ended Aungusi 31, 2007, the Seminary recorded conlribuficns in iha
mmaunl of 388,800, for the sendces performed by prasts in the classroom as parl-
time uncompensated facully, These amounts represent the estimated compansation
that would herve io be paid 10 & feculty member providing senices for compansation
at the Seminands pay scale in eflect for tat yeor,

DoMOR-RESTRICTED B TS

ncondtional promises {o ghve cash and other 3saels am repoced at {air vahio at the
. dats the promise 5 received. The gifts are reporad as oifher ternpararly of
s parmanently resirictad support if they are recslved with donor stipulations fhat Emit
the use of the donaled assais, YWhen a donor restriction expires, lhal is, when a
stipulated Hme resticlion ends or puepose esiriclion is accomplished, eenparanly
resiricted not assets are reclassified as unrestricted nat assels and reporied in tha
siatesnant of coerstions as net assets released fom resliclions.

NComMe TaKES

The Saminary is & nobforproft compersfion g3 describad in Section G01{c)2) of the
Infamnal Revanue Code and s axermpt from fedenal income tass on ther axemipl
incame under Section 501(8) of the Coda,



BT, TecH'S QRTHODON THEOLOGICAL SEMINARY
HOTES To FINAMCIAL STATEMERTS

2. PROPERTY AND EQUAPMENT AND AcCUuMULATED DEPRECIATION

Property and equipment and accumulaled depraciafion 85 of Augusd 31 afe as Folkns:

Land 5 70,501
Buldings and Improvements 1,427,708
Furmituns BT 230
Equiprmemt __ BEESD
Toisd 1,654 0G5

Less accirmulsied provigions for depraciaBon . A3 980
Proparty and aquipment, net R

3. INVEETMENTE

The compaaition of investmants iy aa follows s August 31;

Money rmarkel 3118381
Marketable ecquily securitios =1, 540
Total S09.361

Irvestmant income for cash and cash aquivelants and investments s comprised of
the following for tha yoor anded August 31

interast and dividend incormne % 100,385
Changs in urraalized gaing 20,808
Mot realizad loas of saled of Mivesbants L1425}

Totad - 118743

— 4 -



1. TIHHOHE OATHODOX THEOLDGGAL SEVMARY
MoTes: To Feal AL STATENENTE

4. Demann NOTES PAYABLE, BakK

The Seminary has availabia for working capital purposes a $50,000 line: of credi from @
bank. Bomowings are secured by a $100,000 cerificate of deposit held by the bank,
Interesd is payable at the bank's prime rate, minus 5% (7.75% at August 31, 2007),
This cradit faclity matures February 2008, The oulstanding balance wae §18.457 al
August 31, 2007,

5, Long-Team DEaT
Lomg-larm debl consists of the faliowing at August 31:

Morpage payable, with inbarast &1 8%. Wanthly principal
ard interesd payments of $4,804 ane dus fheeugh Apr

2012, coftataraltzad by @ first Ban an the bullding 234,004
Less cumand portion .18
Leng-em debt 2150239

Echoduled principa’ repayrmenis Tor pariods subsaquoent o Augest 31, 2007 & as
ol berwes:

YEARS ENDING ALGUST 31 EMOLINT
2008 § 44,785
2000 47 563
2010 50,502
2014 53,823
2012 37,581

Total 5234034

11 -



8T. TRHON'E ORTHODON THEOLOGICAL SENMARY
MoTES To FRsncinl STATFUENTS

6. PENSION PLAN

The Seminary participates in The Orhodox Church in America Pension Plan. The plan
covers all Bishops and Priests and al full-ime lay pereons electing o be covered by the
plan. The plan & & defined bengdt plan, which requires a mamidary 12% confribulion
on bahalf of ail participaling members. The vesting schedule ks as follows:

YEARS OF SERVICE VESTED PERCENTAGE

b 10%

B 0%

T %

B 0

“ 50%

10 EHr ¥

11 Tt

12 B0

13 a80%

14 o mone 100%

Panaion sxpenss was $30,503 for the fiecal vear ending Augu=t 31, 2007,

The Fan administeior |5 e Panslon Board comprised of nol less than Ehree (3)
persans appoinked by the Church, A valiation of the plan (s required & |Bast once eveny
three years by an enrdlled acuary as defined under the Employes Retirefmant Ncome
Security Act [ERISA) fo determine the contrbutions needed to mairdain the plan an &

sound achuarial basts, The contributions needad to support the plan shall be changed
Froim @ma o ima hased Lpon the esults. of these vRlustions,

7. TEMPORARILY AND PERMAMNENTLY RESTRICTED NET ASSETS
Temporanty restricied net assets o August 31 consist of tha folioming:

Rufrickad far.
Gcholarships E1 Mgk
[enersl andowmerts __ps ey

Tatal 103,000

= L.



S, THHON'S QR THODON THEOLOGICAL SEMNARY
MOTES TO FINAMCIAL STATENENTS

Permanenlly restricled net agsots af Ausgust 31 coraisl of the following:

Schotarships ST74.6504
Garmral andowmants BT e
Total 21402153

8. Funcmoual EXPENSES

The Saminary provides Sheolagical teachings o indwvichipls wihin ils peographic
iocation. Expenses relaled o providing these serdces for 2007 s es follows (in
herizsands):

FPrograms sarices 3 982
Generad and sdminisirative 42
Fundraising —10

Tokal S1034

3. COMMITMENTS

The Saminary participates m non-canoslable operating leasss for equipment e
gulicmobles, Fulure minimum payments under the operating lemses as of August &1,
2007 are as loliows:

EISCAL YEAR ENDING ALGLUST 31
2008 §5,100
2000 1,608
2010 187

Tolal 5,806

o b B



&1, Tegnieds Ofro0dx THECLOGICAL SEMNARY
HOTES T FIHANCIAL STATEMENTS

e cm— — T L

10. CONTINGENCIES

The Seminary & panodically Fvolved in carain igaton ansing from s ordinary
cpenations. In tha ophion of managemaent. the ulimate outcoma of these mallens is not
Mealy 1o have & malenal sdvore effect on the Seminanys fnancial position,

Az a noHor-proft comoration In the Commonwestth of Panpnsyhrania, the Seminary
qualiies for an examolion from real properly ieses; however, 8 number of cites,
munidpalilies, and schoal districts in e Commomeaalth of Pennsydvania have slanad

and continiie 1o challanpe tho real osteie tox exemp8on of not-for-profit comporations.
The possible future effects of this madier, # any. are not presentty detenmmabile.

Tha Seminary manains Bs cash and nvestmant primerily sih financlal instiullons. The
Fedaral Deposh Insurance Corparalion insures sscourts to 100,000 al sach institulion.
Thie Semnary genera iy has cash on deposit in écess of insured amounbs

11. RESTATEMENT

The Semmary restsied s 2008 financial stotements to pesent #s ned asseds o
August 31, 2006 In accordance with The lerms of conlripuions recabed from verious
donos in previous yeans. The affecd of tha restalament was 1o increass unheslricled
ned assais by 5286, 708, decrease temporanly resiricted ret assets by 51,479 505,
and rorease permanendy’ resiricled nat assats by $1.213,187 a1 August 31, 2006
The: restatamant had ro cfhar effact on the chanpa in nel agseta for 2006,

-l -



7. TIKHON'S ORTHODOX THEQLOGICAL SEMINARY

SCHEDULE OF EXFENSES
FOR THE YEAR ENDED AUGUST 31, 2007

INETRUCTION:
Faculty wages ? 271580
Ermplerpas henpfits
. 21,75
Payroll laxes '
Travmd 20, &
Tokal insbruchion $ B514853
ADMINISTRATIVE:
Stafl wages $ 127,80
Emgloyes banafits 33,766
Professaonal fees 25482
Office supobes 21,685
Aubsmabile 18,704
bnb=res| 18,704
Pensian 14,151
Fayroll toves 8,014
Conferences 5,859
Equipmeani laase 1,505
fluns and subschptions — a2
Total administrative 5 2Tr247
QOPERATIONS:
Utitics § BETEY
Depraciation 43730
Insumance 27833
Rapars vl maintanancs 15811
Talaphong B 1348
Trash ramoeyal T 232
Iniaras] a1
ReEal esials faxes de
Total opeations 3 1T-'EIE|‘EE

- 15 -
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Tipard of Tineciors
§r. Tikhon's Orthodon Theological Seminary

We hive madiled the Grancial salcinerts of 5L Tikhon's Onhadex Theadapical Semirary {the
“Seminary’y for the yeur eaded August 31, 2007, md have meped ctif fepon Theveon dated
Owiober 51, 2007, Professional sisndands require that we provide you with the flkowing
imifopmesion related oo oo audit

OUR RESPMONSIRILITY UNDER AUTHTING STANDARDS
GENERALLY ACCETTED IN THE IINITED STATES OF AMERICA

As sisted i our engagement latier daled Seprember 21, 2007, our respoeadhility, as described by
profisaional peasdsnds, jg 1o plen and perfem oor aodil 10 shiain feasonshle. bt not shsolute,
amprarse that the Anaacinl satements it e of msterial misssternon and are fSsbrly preseated
in accoidance with U8, peeenally scobpied stosmting princpls Becwass an sadit |5 desigesd
1o provide reasomahble. but sot shsobse, ssvwance and becaise we did not perfoem a detstled
examination of oll ounzactions, there is 2 nisk that maicrisl missimemenis may exist and nol be
daseciad by ue

Ag par! af cur sadit, we considemd the nemal control of the Serinary.  Such cossideralions
were wokly for the purpose of determinicg, our audil procederas and nol 1o provide any assurdoce
corecming sich intemal control.

SIGNIFICANT ACCOUNTING POLICIES

Mimagmnent i= rsponsible for the selection and use of appropriate acoounting policies. [n
ecoordimce with the tomms of ocur ongagemend letter, we will advise management about the
spyropristenass of stooentmg policies sod their applicatson. The significani accosmting poliies
used by the Seminary are describad im Kofe | 1o the Gpancie] stoiements. As deseribed in Hole
11 v the Snancial staleenents, the Seminary restided its 2000 finenciel statemsends o property
ecocamt for the classification of donor eontribunona, in conformity with acesiniing peinciplen
gemerally sccepied wn the United Srated of Amenca. 'We poled 20 oessthoms eoianed e by the
Semisary durimg the year that were both significent and vmessal, and of which, under
professional standards, we are requited to infore you, or manseetiens for wivich there = o bk of
uathoriiative peidanoe OF COTEERTE,



Py

ACCOUNTING ESTIMATES

Acoowrting estisnates arc an mivgral par: of the finaccial sivieetents prspaned By MbkapEnng
and are based on maragement’s knowledge and expenence abom past and comrert events amd
asgumplioes shoul futere evanie. Cemtaln accooeming simaiss are partiealar|y sensitive becanee
af eir agnificancs 1o the [mancial dlalemants and becatigs of the possimlity thal Futane evamis
affecting e may differ significantly from those expected. The most s=nsitive eslimiztes
affectmg the flnancnl stercments are misopemen's eimatis of the allowssee for uncodlectibie
seeaumls feservable, which {& batad on analsis of the sollectibaliny of mdinadusl asconnte. We
svaloated ke key factors and sssumptons nsed o dzvelop the asimetes in cebernining that they
are reasomabde in relstion 1o the fimancial stoismess teicen s 2 whao'le.

AUDIT ADJUSTMENTS

Por purposes of s leiter, professional smandands define an padis sdjosiment = a proposed
corection of tee feancial stmereenin that, i oor ‘edarsent, mey nod Bave hecn detected excepi
chromgh aur soidiveg procedures.  An andil sdjustrmen! may of may ot indleane msiters (hat
mﬂhwuipﬁ-ﬂmh:ﬂhumhsuﬂm:mlmpfmﬂhu:i!.,mm
fnancial Sistamerts o B¢ matenally missisted). [n our judgment, nene of the

proposed, whother reconied or uersconded by e Semdnary, u‘ﬂ'lu‘mb.nl:hu]l:j'uhd:u
agrepale, indwcale matters that could bave » mgmificam efiect on the Semimary's financial
TEpOring prooses.

DSAGREEMENT: WITH MANAGEMENT

Fos purpoacs of thik letier, profesions] Slandamds define a disajremment with menagensent &5 8
mailer, whether o mot reechved iy our saisfection, concerming a financial accousting, reporhing,
of balizing matter ik souid be significant o the fimincaal statements or the seditor’s repor. We
and nleassd o renort Pt fo alch disagresmanls aresc during the course of oar aodit

CONFULTATHONS WTTH OTHER INDEFENDENT ACCOUNTANTS

In some cases, munegemend may decide bo conslt with ogher sesoufifants about mdilng and
sccounting  matiers, siméilse w obtaloing a “second opinion™ oo coriain sieatioes. I a
comsultztion invoives spplicstion of an accowsting principle to the Seminary's Snamcial
statements or & dersmbrathss of the 1ype of auditar's opivies Gal may be soowesed o those
mﬂﬂlwmﬂwmmanmmdﬁm-m
dhirtetrene that 1he coninbanl hes ol the relovant facts To owr Imowledge, there were no such
eansulslicns with olher acooumtants.



ISEUES DISCUSSED PRIOR TO RETENTIHON OF INDEPENDENT AUMTORS

We generally disrasn a veeleTy of matbers, including the apolication of acconming principles and
aidising etmdisds, nith momagemend each year prior o relention as the Semmary's audier.
However, these discussions ocenmed (e Use mormial coverss of ol professional relationship and
our Feponsss Wers ol 8 condilhon 1o o rejestion,

DIFFICTULTIES ENCOUNTERED IN FERFORMING THE AUDIT

wu;mm na dfieaMiss je dealieg with monagement im performing and coespleting our

This infermation is mlemded solely for the wse of the Bean) of Directors, management and ofhers

withits liwe ccgamization and is not imended 16 be pid should oot be used by sayone other than
thiste gpicified proties.

Clasmts ondity, 1.

Scranton, Pennagivania
Cheleher 31, 2007
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